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® “pope Alexander III (1159-1181) declared

that credit sales at a price above the cash price
were usurious and should be disallowed”,

(Homer and Sylla, 2005, p. 68).
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An Economic Maxim to distinguish Shari‘ah
Commercial-debt-financing from riba Financing

Muhammad Anas Zarga
Senior Advisor, Shura Shari ‘ah Consultancy, Kuwait

Abstract: It would have been also correct but less clear to entitle this paper (an
economic explication of the Quranic Verse “Allah has permitted trading and
forbidden riba”). A most prominent characteristic of Islam’s economic system is
the prohibition of riba while providing legitimate financing alternatives; one of
which is financing integrated with sale for a deferred price. Here the seller as
trader provides commercial financing that includes a profit as part of the
deferred price which is a debt on the buyer. An age-old question that is still alive
today is : what is the difference between debts that include permissible profit to
the providers of financing and debts that include prohibited riba to financiers?
The paper answers this question by providing a maxim derived from surveying
detailed figh rulings. That maxim distinguishes the economic characteristics of
permissible commercial (for profit) debt financing from riba debt financing. This
paper is addressed to economists, figh specialists and other interested parties
including the educated public, so all concepts are simply explained. The
suggested maxim is a restatement and development of what Dr Sami
Al-Suwailem has already written about and concluded since 1423 H/ 2002 G, in
several writings. Riba discussed in this paper is what figh specialists call “Riba
of debts” to which the above Quranic verse refers. This maxim is not meant to
replace detailed figh rulings required to achieve validity of a given transaction.
Rather, it is meant to highlight the common denominator that distinguishes
permissible Debt-based Shari‘ah commercial transactions Debt-based from
prohibited riba financing .

JEL Classification: G20, G21, G29
KAUJIE Classification: H13, C2, C3
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