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Shari`ah 
Compliance Compliance 

in IFIs



 What is meant by Shari`ah Compliance? Operating Banking
services upholding the rules and principles of Islamic Shari`ah

 Disclosed at a seminar recently that, in the mid-1990s, the size of
the world Islamic finance assets stood at $150 billion, which has
reached $1.80 trillion at the end of 2013.

Shari`ah Compliant Banking: Overview

reached $1.80 trillion at the end of 2013.

 The conversion of conventional Standard Bank and NRB Global
Bank into Islamic banks has contributed to the promotion of
market share of Islamic banks

 Shari`ah compliance is the key factors behind the success.



Shari`ah compliance is foundation 
of Islamic Banking

 Islamic banking can not be in existance without Shari`ah
Compliance

 ``Islamic Bank is a financial institution whose statutes,
rules and procedures expressly state its commitment torules and procedures expressly state its commitment to
the principles of Islamic Shari`ah and to the banning of
the receipt and payment of interest on any of its
operations.'‘
(Foreign Ministers' Conference of Organization of Islamic Co-operation
(OIC), Dakar, 1978)

Two basic characteristics of Islamic Banking

1. Compliance of Shari`ah

2. Avoidance of interest



5What does Shari`ah compliance mean?

adherence, compliance, and
obedience to all that Allah (swt)
ordered humans in the Qur'an and
obeying what his Prophet (pbuh)
has ordered through Hadith Sahih.

Shari`ah 
Compliance 
Means

has ordered through Hadith Sahih.

Shari`ah 
Compliance 
in IFIs

Shari’ah Compliances in IFI refers to comply
the Shari'ah rules and principles by the IFIs
which are determined by the relevant
Shari`ah authority of the Bank.



Shari`ah compliance is obligatory

Then We set you on a ordained way in the matter of
religion; so follow it, and do not follow the evil
inclinations of those who do not know.

Al Jathia: 18



• Kuwaiti encyclopedia of Fiqh defined Shariah as:

Linguistic meaning: it is the spring of water, it is called so
because it is clear and apparent, and the word 'Shar’' is a verbal
noun of Shara’a, meaning to be apparent and clear. The plural is
Sharai'a. This word is most commonly used in religion and in all
its rulings.

Meaning of Shari`ahMeaning of Shari`ah

• Literally means, “the path leading to the watering place”

• in the Islamic context Shariah refers to the laws and
commandments and way of life prescribed by Allah to mankind.

To each of you We prescribed a law and a method.
[5. [5. SuraSura MayeedahMayeedah : 48]: 48]



Definition given by Ibn Jarir Tabari

Definition of Shari`ahDefinition of Shari`ah

What Allah has ordained in the
matter of Deen (religion) is Shari`ah



Definition of Shari`ah Definition of Shari`ah (Contd.)(Contd.)

 Shariah refers to commands, prohibitions,
guidance, and principles that Allah has addressed
to mankind pertaining to their conduct in this world
and salvation in the next.

 Abdul Karim Zaidan defined Shariah “as the path Abdul Karim Zaidan defined Shariah “as the path
of religion and the various aspects of laws (al-
ahkam) which Allah provides for his servants, i.e.
human”.

 It governs not only religious rituals, but also all
aspects of day-to-day life in Islam.
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3.3 Sources of Shari`ah



3.1 Basic elements of Shari`ah

 Aqidah concerns all forms of faith and belief in Allah,
held by a Muslim.

 Ibadat governs the relationship between man and his
Creator. Salat, Siam,Hajj, Zakat, Zihad
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Creator. Salat, Siam,Hajj, Zakat, Zihad

Muamalat governs the relationship man and man.
Political, economic, and social activities fall within the
ambit of muamalat.

Islamic finance, covered in economic activities, is thus
linked with Shari`ah principles through muamalat.



3. Locating Economics Finance 
and Banking in Shari’ah

Islamic Shari`ah

Aqidah
(Faith and belief)

Ibadat
(Human to Allah 

Muamalat
(Human to human 
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(Faith and belief)
(Human to Allah 

worship)
(Human to human 

activities)

Political 
Activities

Economic Activities Social Activities

Other Economic 
Activities 

Finance and Banking
Activities



Modes & 
Mechanism Mechanism 

of IFI



3. Modes and Mechanism of 
Islamic Banking (Deposit)

Modes of Deposit
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Al Wadeah Mudaraba



3. Modes and Mechanism of 
Islamic Banking (Investment)

Modes/Mechanism Investment

BAI SHARE IJARA
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Bai-Murabaha Mudaraba Hire Purchase

Bai-MUajjal Musharaka
Hire Purchase under 

Shirkatul Melk

Bai-Salam

Istisna



Maqasid -al 
Shari`ahShari`ah



Meaning of Maqasid

Maqasid literally means intent, objective and purpose with a
desire to create harmony with others; this relates to welfare,
interest, or benefit. The vital part of the Maqasid’s objective is
preserving public good (maslaha), whereby it looks at the
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preserving public good (maslaha), whereby it looks at the
public good and welfare of society as a whole in relation to the
consequences of the intentions and actions of individuals.
Thus, Maqasid can also be considered as the wisdom and
knowledge behind governing rules.

It is mentionable here that the overarching goal of the Shari’ah
is to establish justice.



Maqasid and Mechanism

Shari`ah
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Way/process of performing 
the dictum

Maqasid (Objectives) 
Behind the dictum



Example of Maqasid: Salat

Salat
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Way/process of performing 
Salat

Maqasid (Objectives) 
Of Salat



Way/process of 
performing Salat

- Taqbirut Tahrim

- Qiyam
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- Recitation

- Ruku

- Sejdah

- Julus etc.



Maqasid (Objectives) Of Salat

•Restrains one from indecency  and manifest evil

•Remembrance of Allah
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Maqasid (objectives) of Shari`ah 
as described in the Holy Quran

 To establish Justice

ليقوم الناس بالقسط....

 To bring easiness
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 To bring easiness

...يريد هللا بكم اليسر

 Remove difficulty

ما جعل عليكم في الدين من حرج

 Welfare of Mankind

خير أمة أخرجت للناس



Overall Maqasid (objectives) of 
Shari`ah

The overall objective of Shari`ah is 
welfare of mankind here and hereafter.
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welfare of mankind here and hereafter.

 .ربنا آتنا فى الدنيا حسنة وفى اآلخرة حسنة

(Sura Baqarah: 201)



1. Hifzun Nafs (Protection of life)

2. Hifzul Aql (Protection of intellect)

3. Hifzud Deen (Protection of religion/belief)

Five basic Maqasid al Shari`ah
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4. Hifzun Nasl (Protection of posterity)

5. Hifzul Maal (Protection of wealth)

According to Shatibi, Protection of above five basic things are to be 
ensured to achieve welfare of human being 



The followings are required to be 
added to the above five Maqasids:

1. Protection of Liberty
2. Protection of Equity

According to According to QaradawiQaradawi
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1. Protection of Liberty
2. Protection of Equity
3. Protection of Brotherhood
4. Protection of Takaful
5. Protection of Human Rights



According to Jamal Uddin Atia

There are 24 Maqasid al Shari`ah
under the following four fields
1. Individual
2. Family
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2. Family
3. Ummah/National
4. Humanity at large.



All the above Maqasid have 
three stages of priorities 

• Joruriyyat (Essentials)

• Hajiyyat ( )
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• Hajiyyat (Complementary )

• Tahsiniyyat (Luxuries)



Integrated approach to Shari`ah 
Compliance

Importance with Importance with 
ExampleExample

-- Fasting (Fasting (SiyamSiyam))
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-- Fasting (Fasting (SiyamSiyam))
To achieve To achieve TaqwaTaqwa

......من لم يدع قول الزورمن لم يدع قول الزور



Integrated approach to Shari`ah 
Compliance in Islamic Banking

 Comply with dueComply with due
process of Shari`ahprocess of Shari`ah
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 AchiveAchive MaqasidMaqasid alal
ShariahShariah



Maqasid al Shari`ah 
in Islamic Banking

Islamic Banking
Economic justice 
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Mechanisms of deposit Collection

Mechanisms of Investment

Mechanisms of services

Economic justice 

and welfare



Achieving Maqasid al Shari`ah 
in deposit mobilization

Comply with due process of Shari`ah

 Strict compliance with the Shari`ah principles of
Mudaraba/Al- Wadeeah modes of deposit.

N.B :
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N.B :
Disclosure about bearing of loss, if any, by the
depositors and distribution of profit as per pre-agreed ratio
must be incorporated in the agreement (Mudaraba A/c
opening from). Any ambiguity in this regard will make
Mudaraba Agreement non-Shari`ah compliant.

Declaration of give doubt of Multiple profit to the
Mudaraba depositors is not permissible in Shari`ah.



Achieving Maqasid Al Shari`ah in deposit
mobilization through:
prioritizing deposit schemes/products which

Shari`ah compliance 
in deposit mobilization
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prioritizing deposit schemes/products which
accommodate the five basic Maqasid al
Shari`ah i.e. protection of life, protection of
intellect, protection of religion, protection of
posterity and protection of wealth.



Example
Small deposits should be prioritized
so that the marginal income people
can make savings for their future
betterment. IBBL is trying to achieve
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betterment. IBBL is trying to achieve
these objectives through MSS,
savings in RDS, Farmers A/C, School
Students A/C etc.



Example (Contd.)

Al Wadeeah current account is also
achieves the objectives of Shari’ah.
As the C/A holder get the
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As the C/A holder get the
opportunities of safe keeping of
their money in the bank i.e. thus the
protection of wealth is ensured.



Investing the fund through Shari`ah
compliant means/modes like, Bai-Murabaha,
Bai-Muajjal, HPSM, Bai-Salam etc. and strict
compliance with the Shari`ah rules and

Comply with due process of Shari`ahComply with due process of Shari`ah

Shari`ah compliance in Investment
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compliance with the Shari`ah rules and
principle of respective modes of investment.
In case of Bai-mode, fictitious Bai
(adjustment of old investment by creating
fictitious new investment providing cash
facilities in the name of selling of goods)
must be avoided.



All contracts/agreements/modes 
of investment must be free from

i. Riba (interest)

ii. Maisir (gambling)

iii. Garar (Ambiguity/uncertainty)

iv. Gaban (unfairness)
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iv. Gaban (unfairness)

v. Zahl (ignorance)

vi. Kitman al Ayb (concealment of defect)

vii. Other prohibited way of transactions



• Protection and increase of investment fund
- And when the prayer has been concluded disperse  

within the land and seek from the bounty of Allah. 
(Al Jumuah-10)

- and others who may travel in the land seeking   
Allah’s bounty (Al Muzzammil:21)

Achieving Maqasid al Shari`ah in 
Investment
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Allah’s bounty (Al Muzzammil:21)

• Circulation of investment fund
– So that it will not circulate only in the hands of rich among 

you (Al Hashr:7).  
– Zakah: Taken from the rich and distributed among the poor. 

(Al Hadith) 

• Overall well-being of the individual and 
security.



To achieve overall well-being of individual’s and
society Investment Portfolio Manager/Officer should
prioritize the following sectors:

1. Agriculture sector

Achieving Maqasid al Shari`ah in 
Investment (Contd.)
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1. Agriculture sector
2. Industrial Sector. 
3. Health Sector
4. Education Sector 
5. Export Sector.
6. Small and cottage industry.



Investment portfolio manager should:

1. ensure the protection of investment through
taking necessary steps such as induction of
honest and skilled clients, Proper
documentation, taking sufficient mortgage and

Achieving Maqasid al Shari`ah in 
Investment
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honest and skilled clients, Proper
documentation, taking sufficient mortgage and
security, Guarantee, close monitoring of the
client’s activities etc.

2. try to increase volume of investment instead of
keeping the fund idle.

3.   try to earn investment income through 
deployment activities instead of being satisfied 
on IBG profit 



4. avoid the concentration of investment in
the hands of few big clients.

Achieving Maqasid al Shari`ah in 
Investment (Contd.)
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5. finance small and medium enterprise on
the basis of priority to make the fund
circulated among the lower and middle
class people.



Riba: 
Definition, 

Classification Classification 
& Impact



• Allah SWT says in the holy Quran:

“But Allah has permitted Bai (Buying and selling) and 
forbidden Riba (Interest)”.     (Al Baqara 275)
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Allah SWT declared 

Bai= Halal

Riba= Haram



 Riba is an Arabic word. It is
derived from the word “raba-
wa”. literally means increment,
addition, grow up, exceed etc.

What is Riba?

addition, grow up, exceed etc.

 Riba can be roughly translated
as "usury", or unjust,
exploitative gains made in
trade or business under Islamic
law.
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Riba

An Nasiah Al- Fadl

Classification of Riba

RibaRiba Al Al Qur'anQur'an RibaRiba AlAl HadithHadith

RibaRiba--AlAl--DuyunDuyun RibaRiba--AlAl--BuyuBuyu

RibaRiba--AlAl--JahiliyahJahiliyah RibaRiba--AlAl--KhafiKhafi
(Hidden (Hidden RibaRiba))
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Any stipulated additional amount over the 
principal in a transaction of loan or debt’. 

(The Text of the Historic Judgment on Interest, the Supreme 
Court of Pakistan, Section: 73 )

As defined by Justice As defined by Justice TaqiTaqi UsmaniUsmani

Court of Pakistan, Section: 73 )

Characteristics of Riba an Nasiah
1. Additional /Extra Amount
2. Stipulated in contract
3. Loan Transaction
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Exchange or sale transactions in which extra
amount charged through the exchange of the
same commodity.
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Characteristics of Riba al Fadl
1. Additional/Extra amount
2. Same kind
3. Trade transaction



Riba an Nasiah

Supposed, Mr. `X’ lent tk.10,000 to Mr. `Y’ to be paid
back tk.11,000 on a specified date. When the date
agreed upon is due, Mr. `X’ gave Mr. `Y’ the choice

Example of Riba

agreed upon is due, Mr. `X’ gave Mr. `Y’ the choice
either to repay the debt or defer repayment in return
for charging additional interest on the principal. E.g.
total tk. 11500.

This category was commonly practiced in the pre-
Islamic era.
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Riba an Fadl

Supposed, It is, for example, prohibited to
exchange one kg gold of inferior quality for half a
kg of superior quality.
Mentionable here that, According to Hadith of the

Example of Riba

Mentionable here that, According to Hadith of the
Prophet, six things are susceptible to Riba Al-
Fadl:

gold, silver, wheat, barley, dates and salt.
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اِمِت  ِ : قَالَ  -  رضى هللا عنه  -  َوَعْن ُعبَاَدةَ ْبِن اَلصَّ َّ َ ةِ , اَلذََّهُب بِالذََّهبِ { -  ملسو هيلع هللا ىلص  - قَاَل َرسُوُل  ةُ بِاْلِفضَّ ,  َوالشَِّعيُر بِالشَِّعيرِ , َواْلبُرُّ بِاْلبُرِّ , َواْلِفضَّ
َرَواهُ ُمْسِلمٌ } فَإِذَا اِْختَلََفْت َهِذِه اَْألَْصنَاُف فَبِيعُوا َكْيَف ِشئْتُْم إَِذا َكاَن يًَدا بِيٍَد , يًَدا ِبيَدٍ , َسَواًء بَِسَواءٍ , ِمثًْال بِِمثْلٍ , َواْلِمْلُح بِاْلِمْلحِ , َوالتَّْمُر بِالتَّْمرِ 



Riba in the

Holy Qur'an
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Prohibition imposed on Riba in different 
stages:



1st Revelation on Riba 

Before five years of Hizrah

ن آتَْيتُم َوَما ً  ّمِ با يَْربُوَ  ّرِ ِ  ِعندَ  يَْربُو فََال  النَّاِس  أَْمَوالِ  فِي لِّ َّ 
ن آتَْيتُم َوَما اْلُمْضِعفُونَ  ُهمُ  فَأُْولَئِكَ  َِّ  َوْجهَ  تُِريُدونَ  َزَكاةٍ  ّمِ

50

ن آتَْيتُم َوَما اْلُمْضِعفُونَ  ُهمُ  فَأُْولَئِكَ  َِّ  َوْجهَ  تُِريُدونَ  َزَكاةٍ  ّمِ

And whatever you give for interest to increase within
the wealth of people will not increase with Allah. But
what you give in zakah, desiring the countenance of
Allah - those are the multipliers.(ArRum:39)



 ٍْمنَا َهاُدوا الَِّذينَ  ِمنْ  فَبُِظْلم ِهمْ  لَُهمْ  أُِحلَّتْ  َطيِّبَاتٍ  َعلَْيِهمْ  َحرَّ  َوِبَصّدِ
بَا َوأَْخِذِهمْ -َكثِيًرا َِّ  َسبِيلِ  َعنْ   أَْمَوالَ  َوأَْكِلِهمْ  َعْنهُ  نُُهوا َوقَدْ  الّرِ

أَِليًما َعذَابًا ِمْنُهمْ  ِلْلَكافِِرينَ  َوأَْعتَْدنَا بِاْلبَاِطلِ  النَّاِس 

2nd Revelation on Riba 
At the beginning of Madina era

أَِليًما َعذَابًا ِمْنُهمْ  ِلْلَكافِِرينَ  َوأَْعتَْدنَا بِاْلبَاِطلِ  النَّاِس 
For wrongdoing on the part of the Jews, We made unlawful for them
[certain] good foods which had been lawful to them, and for their
averting from the way of Allah many [people], And [for] their taking of
usury while they had been forbidden from it, and their consuming of the
people's wealth unjustly. And we have prepared for the disbelievers
among them a painful punishment. (An nisa:160-162)
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• َ ّ َضاَعفَةً َواتَّقُواْ  بَا أَْضعَافاً مُّ يَا أَيَُّها الَِّذيَن آَمنُواْ الَ تَأُْكلُواْ الّرِ
لَعَلَُّكْم تُْفِلُحونَ 

3rd Revelation on Riba 

On 3rd year of Hizrah,  After war of Uhud

لَعَلَُّكْم تُْفِلُحونَ 

O you who have believed, do not consume
usury, doubled and multiplied, but fear Allah
that you may be successful. (Ale Emran: 130)
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 َبَا يَأُْكلُونَ  الَِّذين  ذَِلكَ  اْلَمّسِ  ِمنَ  الشَّْيَطانُ  يَتََخبَُّطهُ  الَِّذي يَقُومُ  َكَما إِالَّ  يَقُوُمونَ  الَ  الّرِ
بَا ِمثْلُ  اْلبَْيعُ  إِنََّما قَالُواْ  بِأَنَُّهمْ  ُ  َوأََحلَّ  الّرِ مَ  اْلبَْيعَ  ّ بَا َوَحرَّ ن َمْوِعَظةٌ  َجاءهُ  فََمن الّرِ  ّمِ
بِّهِ  َخاِلُدونَ  فِيَها ُهمْ  النَّارِ  أَْصَحابُ  فَأُْولَـئِكَ  َعادَ  َوَمنْ  ِّ  إِلَى َوأَْمُرهُ  َسلَفَ  َما فَلَهُ  فَانتََهىَ  رَّ

Those who consume interest cannot stand [on the Day of Resurrection]

4th Revelation on Riba 
(After revelation of Ayat 130 of Ale Imran) 

Those who consume interest cannot stand [on the Day of Resurrection]
except as one stands who is being beaten by Satan into insanity. That is
because they say, "Trade is [just] like interest." But Allah has permitted
trade and has forbidden interest. So whoever has received an
admonition from his Lord and desists may have what is past, and his
affair rests with Allah. But whoever returns to [dealing in interest or
usury] - those are the companions of the Fire; they will abide eternally
therein. (Al-Baqara-275)
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ْؤِمنِينَ • بَا إِن ُكنتُم مُّ َ َوَذُرواْ َما بَِقَي ِمَن الّرِ ّ يَا أَيَُّها الَِّذيَن آَمنُواْ اتَّقُواْ 

ِ َوَرُسوِلِه َوإِن تُْبتُْم فَلَُكْم ُرُؤوُس أَْمَواِلُكْم • ّ َن  فَإِن لَّْم تَْفعَلُواْ فَأْذَنُواْ ِبَحْرٍب ّمِ
الَ تَْظِلُموَن َوالَ تُْظلَُمونَ 

5th Revelation on Riba
9th year of Hizrah before Latest Haz of Muhammad 
(sm.) 

الَ تَْظِلُموَن َوالَ تُْظلَُمونَ 
• O believers! Fear Allah, and give up outstanding interest if

you are ˹true˺ believers.

• If you do not, then beware of a war with Allah and His
Messenger! But if you repent, you may retain your
principal—neither inflicting nor suffering harm

Sura Baqarah: 278-279
54



RIBA IN HADITH
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بَا َوُمْؤِكلَهُ َوَشاِهَدْيِه َوَكاتِبَهُ ملسو هيلع هللا ىلص أَنَّ النَّبِيَّ  لَعََن آِكَل الّرِ . 

11.. FromFrom IbnIbn Mas`uudMas`uud

Riba in Hadith

بَا َوُمْؤِكلَهُ َوَشاِهَدْيِه َوَكاتِبَهُ ملسو هيلع هللا ىلص أَنَّ النَّبِيَّ  لَعََن آِكَل الّرِ . 

The Messenger of Allah cursed the receiver
and the payer of interest, the one who records
it and the two witnesses to the transaction and
said: "They are all alike [in guilt]." (Muslim)
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The Prophet, PBUH, said: “Allah would be justified

2. From Abu Hurayrah :

ُمْدِمُن : أَْربٌَع َحقٌّ على ِهللا أن ال يُْدِخلَُهم الجنةَ ، وال يُِذيقَهم نَِعيَمها 
َخْمٍر ، وآِكُل الربا ، وآِكُل ماِل اليتيِم بغيِر َحٍقّ ، والعاقُّ لواِلَدْيهِ 

Riba in Hadith

The Prophet, PBUH, said: “Allah would be justified
in not allowing four persons to enter paradise or to
taste its blessings: he who drinks habitually, he who
takes riba, he who usurps an orphan's property
without right, and he who is undutiful to his parents."
(Mustadrak al-Hakim, Kitab al-Buyu')
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3. From Abu Hurayrah : 

لَيَأِْتيَّن علَى النّاِس َزَماٌن الَ يَْبقَى أَحٌد إالّ أَكَل الّربَا، فَإْن لَْم يَأُْكْلهُ 
أَصابَهُ ِمْن ُغبَاِرهِ 

Riba in Hadith

• The Prophet, PBUH , said: "There will
certainly come a time for mankind when
everyone will take riba and if he does not do
so, its dust will reach him." (Abu Dawud,
Kitab al-Buyu‘)
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44. From . From AnasAnas ibnibn MalikMalik : : 

ابَِّة فَال يَْرَكْبَها  إِذَا أَْقَرَض أََحُدُكْم قَْرًضا فَأَْهَدى لَهُ أَْو َحَملَهُ َعلَى الدَّ
َوال يَْقبَْلهُ ، ِإال أَْن يَُكوَن َجَرى بَْينَهُ َوبَْينَهُ قَْبَل َذِلكَ 

Riba in Hadith

• The Prophet, , said: "When one of you grants a loan and
the borrower offers him a dish, he should not accept it; and
if the borrower offers a ride on an animal, he should not
ride, unless the two of them have been previously
accustomed to exchanging such favours mutually."

(Sunan al-Bayhaqi, Kitab al-Buyu')
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ِ  َرُسولَ  يَا قَالُوا  .  "  اْلُموبِقَاتِ  السَّْبعَ  اْجتَنِبُوا   ْركُ   "  قَالَ  ُهنَّ  َوَما َّ ِ، الّشِ َّ  بِا
ْحُر، مَ  الَّتِي النَّْفِس  َوقَتْلُ  َوالّسِ ُ  َحرَّ بَا َوأَْكلُ  ،بِاْلَحقِّ  إِالَّ  َّ  َمالِ  َوأَْكلُ  ،الّرِ

ْحِف، يَْومَ  َوالتََّولِّي اْليَتِيِم، .  "  اْلغَافِالَتِ  اْلُمْؤِمنَاتِ  اْلُمْحَصنَاتِ  َوقَْذفُ  الزَّ

Riba in Hadith

Avoid the seven the seven noxious things. It was said (by

60

Avoid the seven the seven noxious things. It was said (by
the hearers): What are they, Messenger of Allah? He (the
Holy Prophet) replied: Associating anything with Allah,
magic, killing of one whom God has declared inviolate
without a just cause, consuming the property of an orphan,
and consuming of usury, turning back when the army
advances, and slandering chaste women who are believers,

but unwary.
(Sahih Muslim)



RibaRiba ProfitProfit
11.. ComesComes fromfrom loanloan 11.. ComesComes fromfrom TradingTrading

22.. ProhibitedProhibited byby IslamIslam andand 22.. AllowedAllowed byby IslamIslam andand

Riba Vs Ribh/Profit at a glance  

22.. ProhibitedProhibited byby IslamIslam andand
majormajor religionsreligions

22.. AllowedAllowed byby IslamIslam andand
MajorMajor religionsreligions

3. Certain3. Certain 3. Uncertain3. Uncertain
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• Economic harm

• Social harm

Negative Consequences of Riba

• Social harm

• Moral harm
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• People earn money by interest without
any effort. A person is getting Tk.120 in
place of Tk.100 after a fixed period by
interest means that he is actually selling

Economic Harm of Riba

interest means that he is actually selling
Tk.100 for Tk.120.

In this case, the person gets extra Tk.20
without exchanging anything and making
any effort. So this is undoubtedly an
economic exploitation. 63



 Interest makes a person reluctant to
labor and people lose their motivation to
earn money through labor.
As a result, people lose their interest in

Economic Harm of Economic Harm of RibaRiba (contd.)(contd.)

As a result, people lose their interest in
agriculture, industry, trading and
construction, etc. which influence and
hamper the total welfare of a society.
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Interest moves money from the poor to
the rich.

Interest favours projects which yield

Economic Harm of Economic Harm of RibaRiba (contd.)(contd.)

Interest favours projects which yield
high profits in the short term

It Reduces the risky investment

Increase funding to non productive
Sector
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Rich become richer and the poor become
poorer.

(Only 1 % People holding 50 % of total wealth!
Oxfam/2017)

Social Harm

The class distinction therefore grows and
takes the shape of class conflict in course
of time.
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If the interest system exists in the society,

the interest-free loan giving and taking is being

collapsed. Nobody wants to lend money to anybody

without interest.

Moral Harms

If the question of lending money comes, the question of

the possible interest comes even before than that. As a

consequence, the kindness, affection, love, fellow-

feeling, amity, sense of brotherhood and the mentality

of helping others gradually disappear from the society.
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All transactions,

 commercial or non-commercial,

 individual or corporate,

 private or public,

Interest in Different Transactions

 private or public,

which involve a predetermined rate of return on
loan, in money or kind, fall within the scope of
interest. Advances, loans and interest-based
financial instruments used by banking and financial
institutions are forbidden in Islam.
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