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How religions define the financial concept of Usury 

 

Dr. Ahmad Alsalem 

Department of Quantitative Analysis 

College of Business 

King Saud University 

Riyadh, Saudi Arabia 
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Keywords: Religion, Islamic, compliance, Laws, Usury, lending, borrowing 

 

Abstract 

 

The definition of usury has been an unsolved issue for centuries. It seems that no rules have been agreed 

on regarding what the majority of people believe as a clear act of usury. The aim of the ongoing trials to 

reach clear boundaries and ranges of transactions that are considered an active practice of usury has yet to 

reach a final destination. Although protecting borrowers from any excessive financial abuse from the 

lenders' side is an obligation on any authorities, the process of implementing and enforcing rules has 

always been unclear and confusing. More than one religion have attempted to reduce the influence of 

wealthy groups on the rest of societies, but again, the rates of success were not as promised. Christianity 

and Judaism, for example, have imposed various limitations and restrictions on the levels of premiums 

that lenders could attach to extended loans. However, over the past unknown number of years, both 

religions have relaxed old-defined restrictions gradually. Nowadays, Islam is the only religion that is 

practicing the system of imposing conditions on all forms of financial procedures to assure usury-free 

products. Such practice also includes the search for alternatives that serve both, lenders and borrowers. In 

this paper, we review the current loan financing practices in Saudi Arabia, examine their compliance with 

Sharia laws and suggest alternatives that produce significant differentials between legitimate financial 

instruments and usury-based money market products.  

 

 

Introduction 

 

mailto:ahalsalem@ksu.edu.sa


   

   

11 

 

Usury is a forbidden practice according to Islamic laws. It is defined as the excess amount of money that 

is added to the principal of the initial loan when loan payment is due at some point of time in the future It 

is considered as a tradeoff between time allowance for future payments and adding costs, in the form of 

premiums or interest, by the lender to the original loan amount. Historically, other religions have their 

inputs in establishing some common grounds to what is considered as a usury practice In recent years, 

some states in the US, as an example, have already defined, in percentages, the boundaries of usury levels. 

Although some states have used absolute values for upper and lower limits, other states have added well 

defined references as reflected by bench marks in addition to variable differentials.  

 

Throughout the entire economy of Saudi Arabia, any interest charges, through sale or investment 

transactions, by lending institutions is considered usury, regardless of the size of the finance charges. It is 

the key reason that forced these lending institutions, banks and other saving/loans houses, to develop 

some forms of derivatives to serve as financing alternatives. Attaching loans to physical or capital assets 

was one of the approaches that has shown a very significant growth pattern in recent years. In summary, 

Direct interest-based loans were replaced by asset-attached products Financially, the end results seem to 

indicate no significant differences. However, the supporters of the loans that are attached to real assets 

argue that the wordings of the contracts are different and it matters to the real definition of usury. In 

addition, they claim that various sale transactions included as parts of the loan financing procedures are 

legitimate. 

  

The aim of this study is to investigate the real and nominal differences between the two approaches 

considering other economic factors such as inflation rates, purchasing power, credit risk, default risk and 

other types of risk related to lending-borrowing environments. New definitions of money are therefore 

suggested to reflect the changes in forces over time that have to be included as a means to stabilize the 

standardized purchasing power. Unless there is a significant differential between the two techniques, it is 

impossible to claim that one approach complies with religious laws while the other does not. It has to be 

proven beyond any reasonable doubt with real evidence that the differential reflect applicability as well. 

 

We need to emphasize that usury is a serious sin in Islam, and it is a forbidden practice in a very clear 

form. So, the question under investigation has to focus on the applications that have been enforced in the 

marketplace. In other words, we need to finalize the debate that has already started during the past few 

decades over reaching a final agreement on the definition of usury. 
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Current Practice in some Islamic environments 

 

Presently, both creditors and lenders create two markets. Following the receive of a loan application, the 

lender buys a commodity or a capital asset in the spot market. It is then used as a means attached to the 

value of the loan. During the next step of the financing procedure, the same lender creates a future 

contract in the future market to sell the commodity or the capital asset to the borrower at a premium in 

exchange for future payment installments. In the last step, the borrower gives the lender an authorization 

to sell the commodity or capital asset in the spot market and deposit the sale value into the borrower's 

bank account. 

 

It is clear that the lender has to start from some point when pricing the loan products. It is believed that 

lenders in general refer to bench marks and add additional premiums based on the borrower's levels of 

various risk types. It is also important at this points that these final rates are variable over time. 

 

 

Is the Difference Significant? 

 

The only difference in the final outcome between the two techniques, which can be looked at as being 

significant, is the attachment of a commodity or capital asset to the loan product once it gets approved by 

the lender. It seems that the lender has already and implicitly defined a premium according to well 

established money and fixed-income market forces. It is not difficult to link such forces to the mechanism 

of pricing interest rates or discount rates reflected by other financial products in various financial markets 

according government and private sectors' regulations and policies. 

 

Following the definition of the nominal interest rate as the inflation-adjusted real interest rate, it is well 

understood that lenders have to be compensated for the risk of rising inflation rates, in addition to other 

risks involved, the final loan financing procedure has to be revisited. The starting point has to be reaching 

a clear definition of the usury concept and clearing the differentials in final outcomes between all 

financing products in current or recent practice  
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Adjusted Money Market Alternatives 

 

Regardless of the various concepts or names used or created by lenders, a premium or a profit margin 

gained through giving the borrower an extended time to pay back the loan, does not provide a significant 

differentiation. In addition, attaching a commodity to a loan when the intention is pure financing, does not 

prove any tangible difference. Therefore, lenders need to create a new market similar to the money and 

fixed income markets but show real and significant differences. That should also include the ownership of 

commodities and capital assets as part of an investment portfolio. Such step has to be completed prior to 

receiving loan applications, if applicable. If such practice is not a real practical approach, then, intentions 

of both parties have to be well defined in advance. 

 

A lender has to be compensated for carrying risks, therefore, investment portfolios have to reflect 

minimum variations in returns and small likelihood of losses. As the main goal is to control and minimize 

the income welfare gap levels between wealthy and less fortunate groups, one has to realize that money 

used by lenders is by large the property of the those who are saving. The saving side clients expect returns 

in the end according the size of risk that exposed to. In the end, adjustments have to be imposed to 

standardize both sides of risk and return exchanged by lenders and buyers with an application that shows 

legitimate sale transactions of loan products. Standardization of the variations in purchasing power over 

time through tracing inflation rates have to be injected as an essential portion of the final models. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   

   

14 

 

Solving World Issues: The Comparative Advantages of the Private verses Nonprofit Sectors 

 

By 

 

Dr. Alan Aylor 

 

We live in a time in which we are more aware and have more information on the state of world 

issues than any previous generation or people. While NGO’s and nonprofit organizations are the 

organizations we generally look to for solving social issues the question is can they do so fast enough. 

Well resourced, leadership is this sector’s biggest challenge. The Nonprofit Leadership Cycle of 

Effectiveness identifies areas of challenge and change for nonprofit sector and establishes a pathway for 

improvement based on practices in the for profit world. Emphasis is on the adoption of practices of 

compensation, motivation, performance evaluation and governance as mechanisms for excellence.  
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Effects of IFRS Adoption on the Financial Statements of Nigerian Listed Entities: The Case of Oil 

and Gas Companies. 

Masud Bala (Dundee Business School) 

 

Abstract 

 

 

 

On 28 July 2010, the Nigerian Federal Executive Council approved January 1, 2012 as the effective date 

for the convergence of Nigerian Statement of Accounting Standards (SAS) or Nigerian GAAP (NG-

GAAP) with International Financial Reporting Standards (IFRS).  

This study investigates the impact of the adoption of IFRS on the key performance indicators (KPIs) of 

Nigerian listed Oil and Gas firms. The study further investigates the impact of the adoption on 

Exploration and Evaluation (E&E) expenditures and the provision for Decommissioning of Oil and Gas 

installations and environmental rehabilitation expenditures. The impact of the adoption of IFRS on the 

contractual relationships between Nigerian Government and Oil and Gas companies in terms of Joint 

Ventures (JVs) and Production Sharing Contracts (PSCs) was also investigated. 

A paired samples t-test and Wilcoxon Signed Rank analyses were conducted where the accounting 

numbers and financial ratios of GAAP and IFRS were computed and analysed. Questionnaires were 

administered to CEOs of Oil and Gas companies, Finance Directors, auditors, financial analysts and other 

stakeholders in adoption and implementation of IFRS in Nigeria and the responses collated and 

statistically analysed. 

The results of the analyses reveal a statistically significant increase in the E&E expenditures and the mean 

cost/barrel of Crude Oil production of Oil and Gas companies. The NG-GAAP values of inventories, 

GPM, ROA, Equity and TA were also significantly different from the IFRS values. However, the mean 

and median differences between GAAP and IFRS values of ATO, GP and decommissioning expenditures 

were not statistically significant. Gray’s Conservatism Index (Gray, 1980) also shows that most of the 

GAAP standards were more conservative than IFRS standards.  

The questionnaire analyses reveals that IFRS financial statements are of higher quality, easier to prepare 

and present to management and easier to compare across competitors in the Oil and Gas sector.  
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Impact of Security Tools on Project Assurance Implementation Plan 

By 

Dr. Henrietta M. Okoro 

Adjunct Professor 

Colorado Technical University 

 

Global Business Research Symposium, University of Riverside Campus  

May 22, 2015 – May 23, 2015 Riverside, California 

 

Abstract  

Tech World needs security requirements to maintain the company’s top project priorities and adaptation 

to environmental changes. The need to maintain secure infrastructure and successful project 

implementation becomes imperative as several companies faces challenges of technology vulnerability 

and misplacement of project priorities.  Security requirements are necessary along with Tech World’s 

policies and procedures to meet the companies’ objectives. The purpose of this paper is to review some 

security requirements that impacts project assurance implementation plan. Such security requirements 

include access control points, intrusion detection system (IDS), firewalls, backups, and anti-virus 

protection.  

 

Keywords: Performance, Project, Quality, Technology, Tools, Security 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 



   

   

17 

 

Dr. Nidhi, Shah 

Tittle – Innovation and Execution for Entrepreneurs 

Abstract 

 

Firms have identified innovators in the discovery skills, executors in the delivery skills and developers 

who fall in between the innovators and executors.  For the corporation to be successful we must maintain 

a balance in all the three categories as well as identify associates in each category. The sources of 

opportunity in business is to constantly study and research the market; eliminate the gap of what is and 

what should be; identifying and correcting the weak spots; making a contingency plan for the industry; 

knowing the target market; responding to the changing needs of customers; and using state of the art 

technology for advancement in knowledge. Every entrepreneur must use the art of evangelism in 

explaining how the product and service can improve the quality and standard of living in customer’s life. 

The objective of the abstract is to provide you with time tested techniques that can be executed in all 

corporations. By implementing these techniques you transform and rebuild your corporation by using the 

strength, talent as well as potential assets of your associates. 

 

 

 

 

  

 

 

 

 

 

 

 

 


