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ABSTRACT
The objective of this study is to conduct a comparative analysis of interest rates and usury (riba) in the Islamic
banking system, with an emphasis on the prohibition of usury. This research has been carried out using an
analytical-descriptive method. The data for the study were collected through a documentary—library approach,
using books, articles, websites, and reputable scientific portals as research tools. The findings of the study indicate
that interest, in essence, is a cost that an individual must pay in return for receiving and using financial facilities,
whereas usury (riba) refers to an increase, superiority, or excess that is taken in return for a loaned sum, which is
expressly forbidden in the Holy Qur'an. The relationship between riba and interest implies that riba applies to initial
loans of a consumptive nature. However, in modern banking, borrowing tends to have a productive nature and
contributes to profit generation. Consequently, the conclusion can be drawn that, since interest is the cost of using
money in productive activities in modern industry and commerce, it is not forbidden. In this context, the borrower
invests the loaned sum in new industries and commerce, generates profit, and therefore must pay a share of that
profit as interest. Hence, what the Qur’an has prohibited is riba—not interest. Furthermore, the research findings
underscore the importance of understanding the philosophy behind the prohibition of riba for the development of
the Islamic financial system, encouraging jurists and Muslim economists to conduct extensive research on the
matter. Ultimately, the study concludes that a zero interest rate is not consistent with the theory of the prohibition of
riba in Islamic economics. The prohibition of riba in the Islamic economic system leads to the realization of optimal
conditions in practice within Muslim societies, in contrast to capitalism, where achieving optimal conditions—defined
as the realization of all possible returns—is theoretically unattainable. The mental and objective foundations of
interest proposed by capitalist economists have aimed to legitimize and naturalize the demand for loan interest.
However, the theory of the prohibition of riba is based on the notion that interest lacks any natural or real foundation.
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EXTENDED ABSTRACT
The complex and often misunderstood

relationship between interest (baha) and
usury (riba) lies at the heart of a centuries-old
debate, particularly within the context of
Islamic economic systems. Rooted in Islamic
jurisprudence and intersecting with modern
economic theories, this discourse necessitates
a nuanced understanding of how both
concepts function in theory and in financial
institutions. Interest, from an economic
standpoint, is typically understood as the cost
paid for borrowing funds over a specific
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period, often seen as a legitimate tool to
stimulate investment and regulate liquidity.
Conversely, usury, or riba, is firmly
condemned in the Qur'an and hadiths for
promoting exploitative financial behavior and
perpetuating socioeconomic disparities. A
major aim of this article is to provide a detailed
comparative analysis of these two financial
mechanisms, with particular attention to their
ontological, ethical, and functional
distinctions in Islamic finance. Scholars argue
that riba, in essence, is not merely an increase
in capital but an unjustified excess that
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undermines the social fabric and economic
justice (Javadi Amoli, 2009; Raghib Isfahani,
2006). This has led many to interpret Qur'anic
injunctions as not just spiritual guidance but
also as comprehensive economic principles
aiming to balance social equity and productive
investment. Thus, an examination of the
foundational philosophies, historical
evolution, and practical applications of
interest and riba within various financial
paradigms, including capitalist and Islamic
systems, is central to understanding the
justification and limitations of each within
Islamic banking.

The Islamic prohibition of riba finds its
grounding in multifaceted legal, theological,
and ethical frameworks, extending across the
divine sources of the Qur’an, Sunnah, and
ijma’ (scholarly consensus) (Imam Khomeini;
Najafi; Shahid Awwal, 1994). Notably, classical
jurists such as Imam Khomeini and Shahid
Thani consistently emphasize that riba is
forbidden not only due to its exploitative
nature but because it violates the Qur'anic
injunction against unjust enrichment.
Moreover, the historical roots of riba
prohibition are not unique to Islam. Judaic
and Christian traditions also opposed usury,
although socio-economic developments in
post-Renaissance  Europe led to the
normalization of interest in capitalist societies
(Bagheri & Ebrahimi, 2012; Majidi & Golriz,
1987; Shahab, 2014). The article outlines two
principal forms of riba: "riba al-nasi’ah" (usury
on loans) and "riba al-fadl" (usury through
unequal exchange), both categorically
forbidden under Islamic law (Al-Buyeh & Al-
Heli, 2012). More importantly, the paper
examines whether modern interest-bearing
instruments—often structured in ways that
claim compliance with Shariah—indeed avoid
the ethical and legal ramifications of riba.
Additionally, there is discussion about how the
nature of modern money as a rapidly
mobilizable form of capital complicates the

classical distinctions between productive
investment and  exploitative  lending
(Ebrahimi, 1993; Mahdavi Najmabadi). This
distinction becomes particularly significant
when considering Islamic contracts like
mudarabah and musharakah, which facilitate
profit-and-loss sharing instead of fixed
interest returns.

The philosophical basis for the prohibition of
riba in Islamic finance has been extensively
debated by both classical and modern
scholars. Key among the underlying
justifications is the argument that riba
inherently promotes injustice and suppresses
productive economic behavior. This is echoed
by contemporary thinkers such as Makarem
Shirazi and Motahhari, who regard riba as an
impediment to moral and economic progress
(Makarem Shirazi, 2021; Motahhari, 1992).
According to Hosseini, riba diverts capital
from productive sectors to speculative
accumulation, while eroding social solidarity
(Hosseini, 2002). Imam Khomeini also
underscores that the Islamic economic model
must be underpinned by social justice and
mutual cooperation, which riba undermines
by prioritizing capital gains over economic
equity (Imam Khomeini, 1971). From this
perspective, the Islamic prohibition of riba is
not merely a religious doctrine but a
fundamental pillar of socio-economic
organization aimed at promoting long-term
stability and ethical resource allocation. The
article critiques modern economic theories
that validate interest on the grounds of time
preference or opportunity cost, asserting that
these arguments fail to address the social
consequences and systemic risks posed by
interest-based finance (Mousavian, 2001,
2008). This line of critique also counters the
argument that riba is only problematic when
fixed in advance, suggesting instead that any
predetermined return on loaned capital
violates the ethical principles of Islam,
regardless of the amount or timing.



Crucial to the paper is a dissection of modern
capitalist  justifications  for  interest,
particularly those of theorists such as
Friedman and Allais, whose models of zero
nominal and real interest rates respectively are
often misunderstood as aligning with Islamic
principles. The study argues convincingly that
neither Friedman's monetary framework nor
Allais’s growth-centered approach reflects the
essence of Islamic economic justice, as both
fail to eliminate the structural dynamics that
support unearned income from capital (Amin,
1988; Friedman, 1969). Furthermore, while
Friedman's proposal of a zero nominal interest
rate hinges on artificially engineering
monetary deflation to counterbalance positive
real interest, the Islamic prohibition of riba
simply nullifies the legitimacy of charging
interest regardless of macroeconomic
variables. Similarly, Allais’s suggestion that
zero real interest occurs in a static economic
state fails to account for the Islamic imperative
that prohibits riba even in dynamic,
productive conditions. Therefore, the article
maintains that Islamic economics does not
aim for interest-free systems merely as a policy
tool, but as a moral and structural necessity.
Consequently, any resemblance between
capitalist models of low interest rates and
Islamic prohibition of riba is superficial at best
and should not be taken as evidence of
conceptual compatibility (Mousavian, 2006).

Another significant contribution of the article
is its discussion of how Islamic banking
models operationalize riba-free financing
through instruments such as mudarabah
(trust-based partnerships), musharakah (joint
ventures), ijara (leasing), and murabaha (cost-
plus financing). Unlike conventional banking,
which charges interest regardless of financial
outcome, Islamic contracts embed risk-
sharing mechanisms that link returns to actual
business performance. The authors argue that
this structure not only complies with Islamic
jurisprudence but also aligns economic

incentives with ethical considerations. The
article also compares the roles of depositors
and banks under Islamic and capitalist
frameworks, showing that in Islamic banking,
depositors are effectively investors rather than
passive lenders, which fosters greater
accountability = and  social cohesion.
Importantly, the paper addresses criticisms
that Islamic finance merely replaces interest
with semantic workarounds. It emphasizes
that when properly implemented, Islamic
financial models demonstrate superior
resilience during financial crises due to their
aversion to speculative practices and debt
accumulation. This insight is backed by
comparisons between Western banking
collapses and the relative stability of Islamic
banks in periods of economic downturn.

In conclusion, the study contends that
conflating interest with riba overlooks the
moral, legal, and economic intricacies
embedded in Islamic financial doctrine. The
comparison between riba and interest
underscores that the former is an ethical
prohibition while the latter is a legal construct
rooted in capitalist tradition. The article
affirms that Islamic banking must not mimic
conventional banking with  superficial
changes, but must fundamentally restructure
financial relationships to embody principles of
equity, risk-sharing, and social justice. While
capitalist systems may attempt to regulate or
minimize interest, only Islamic economics
offers a comprehensive framework that
entirely precludes its use, not merely for
theological reasons but for the long-term
benefit of equitable economic development.
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