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MUSLUMAN BiR TOPLUMDA BORC FINANSMANINA ELESTIREL BIR
YAKLASIM: KATAR ORNEGI

A CRITICAL APPROACH TO DEBT FINANCING IN A MUSLIM SOCIETY: THE CASE OF
QATAR

Mehmet Ali Basak*, Saqib H. Khateeb**
Oz

Borg temeline dayali bir toplum, yasal yollarla bile insanlar1 siirekli olarak bor¢lanmaya tesvik eder
ve bu durum bir dizi soruna yol agar. Islami finans kurumlarinin danisma kurulunda yer alan bazi
Islam alimleri, islam'm yardimlasma gelenegine ve bor¢ verme mirasina dikkat ¢ekerken, toplumun
asirt derecede bor¢ bagimliligina ve bu bagimliligin toplum iizerindeki sonuglarma karsi ¢ikma
gerekliligini goz ardi etmislerdir. Bu makale, Islami finans kurumlari igin yaymnlanan dort fetvanin
icerik analizi temelinde, Miisliiman toplumlardaki borcun zararlarini ele almaktadr. ilk olarak, Islami
bankacilik sistemindeki borg tiirleri aciklanmaktadir. Ikinci olarak, ipotek ve kredi karti borcu
sorunlarina iligkin dort fetva analiz edilmektedir. Makale, incelenen fetvalarin dezavantajli niifuslar
tizerindeki borg yiikiinli daha da agirlastiran kiiresel kapitalist sistemi de g6z ard1 ettigi savunmaktadir.
Ugiincii olarak, bor¢ kiiltiiriiniin toplum ve cevre iizerindeki etkisi ele alinmaktadir. Ardindan,
Misliiman topluluklardaki asirt bor¢ bagimliligima karst dnleme sorunlart ve gerekliligi, Katar
toplumu ornegiyle analiz edilmektedir. Arastirmada, incelenen fetvalarin, ruh sagligi tizerindeki
olumsuz etkisi ve tiiketim kiiltiiriine katkis1 da dahil olmak iizere borcun toplumsal etkisini yeterince
dikkate almadig1 sonucuna varilmaktadir.

Anahtar Kelime: Bor¢ Finansmani, Katar, Murabaha, icara, Muradaba, Miisareke
Abstract

A debt-based society continuously encourages people to go into debt, even through legal means, and
this leads to a series of problems.. Though Shariah scholars emphasize the Islamic legacy of lending
a helping hand, they overlook society's excessive dependence on debt and its consequences. This paper
discusses the harms of debt in Muslim societies based on content analysis of four fatwas issued for
Islamic finance institutions. First, the types of debt in Islamic Banking are explained. Then, four
fatwas are analyzed regarding mortgage and credit card debt. The paper argues these fatwas also
overlook global capitalism, which worsens debt burdens on disadvantaged populations. It is followed
by highlighting environmental issues and consumerism. Next, the necessity of preventing excessive
debt dependence in Muslim communities is discussed with the example of Qatari society. The research
concludes that the examined fatwas fail to consider debt’s societal impact, including its negative effect
on mental health and contribution to a consumerist culture.
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INTRODUCTION

Islamic finance has gained momentum since its reappearance in the early 1970s, with Islamic
banking being the fastest-growing credit market sector in Muslim-majority countries where
Islamic banks are available. Wilson (2004, p.196) asserts that the First International Conference
on Islamic Economics, which took place in Mecca in 1976 and was organized by King
Abdulaziz University of Jeddah, was a pivotal event in the genesis of Islamic economics. The
oil booms that occurred during the 1970s and 1980s facilitated the acceleration of Islamic
banking proliferation. The increasing Muslim population in the West has also resulted in a
substantial demand for Islamic finance. The Islamic finance industry's optimistic outlook can
be attributed primarily to the concentration of wealth in Muslim-majority countries. This
success has not only led to the development of Shariah-compliant financial institutions but has
also prompted Shariah scholars and Islamic economists to define and explain the underlying
concepts and practices of Islamic economics. Furthermore, the emergence of socially
responsible investments and Islamic indexes, such as Dow Jones Indexes, Standard & Poor's,
FTSE, and MSCI, have facilitated the industry's growth and provided Western investors with

benchmarks to monitor its performance.

To meet the diverse and evolving financial needs of individuals and corporations, Islam has
allowed for various modes of financing, including murabaha, ijara, salam, istisna, and sukuk.
Unlike mudaraba and musharaka, these modes of financing create debt rather than equity, and
the rate of return is fixed in advance. Governments and corporations frequently use sukuk
instruments to raise large amounts of finance, making it one of the most prominent modes of

financing.

Despite Shariah scholars and Islamic economists' efforts to develop Islamic finance's
philosophical foundations by highlighting the differences from the conventional economic
system, few have explored its societal implications. One critical concern is the issue of debt,
which appears to be largely ignored by proponents of Islamic finance. The development of a
society based on debt encourages individuals to continue borrowing, albeit in a legal manner,
and this can create numerous problems. While Shariah scholars emphasize the Islamic legacy
of providing assistance to those in debt, they have failed to address the potential consequences

of excessive dependence on debt and its impact on society.

There is enough evidence that debt harms a society from an economic point of view, particularly
in the Islamic financial system. Many Islamic economists, who have contributed much to

Islamic economics through their scholarly works, recognize that debt harms any given society
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(Yunus & Muslimin, 2020; Rahim et al., 2021). However, Shariah scholars on the advisory
board of Islamic banks perhaps do not seem to share this concern while issuing fatwas (a legal

ruling given by a qualified Islamic jurist) or while approving a new service offered by respective

banks.

This paper examines the adverse effects of debt in Muslim societies, focusing on a case study
of Qatar. It begins by outlining the types of debt present in the Islamic banking system.
Following this, four fatwas are analyzed to address debt issues related to the mortgage system
and credit cards. The paper then discusses various environmental issues and the challenges of
a consumer society. Subsequently, it highlights the problems and the need to prevent excessive
debt dependence in Muslim communities, using Qatari society as an example. The paper
concludes with a discussion of the findings and offers recommendations for addressing the

prevalence of debt in Muslim societies.
1. A Brief Overview of Literature

Islamic teachings permit taking loans out of necessity and view debt as an obligation to fulfill.
Bensaid et al. (2013, p.165) examine how Islamic principles not only alleviate debtors’
emotional and social distress but also safeguard lenders' rights. Similarly, factors influencing
Muslim consumers' indebtedness include both financial and non-financial aspects such as
behavioral and demographic factors. In this context, Lusardi (2019, p.5-6) identifies poor
financial behaviors as a key contributor to increasing personal financial problems, noting
widespread inefficiencies in personal financial management. Complementing this perspective,
Khan (2020, p.6) highlights that Islam mandates spending according to religious guidance and
prohibits extravagance to avoid financial distress. In addition, Neves (2016, p.93-96) analyzes
Gen-Y students and observes internal and external behavioral factors that affect the youth in

consumerism and impulse buying practices.

Several studies also analyze current practices within Islamic financial sectors to tackle the issue
of increased debt in Muslim societies. For instance, Mokhtar and Ismail (2013, p.66) emphasize
the role of Islamic banks in providing interest-free funds to Muslims. However, they contend
that Islamic financial institutions often issue debt for purposes such as personal enhancement
or wealth accumulation that do not justify issuing loans. Expanding on this issue, Abozaid and
Khateeb (2022, p.16) examine the issues related to debt creation in Islamic financial institutions,

particularly focusing on the misuse of credit cards and their Shariah compliance. Their research
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analyzes the alignment of Islamic credit cards with Shariah regulations and warns of

compliance risks associated with these products.

On an international scale, Ugurel (1999, p.81) assesses the foreign debt issues of indebted
Islamic countries. In a similar vein, Chapra (1992, p.225) critiques the influence of Western
consumer culture on Muslim countries, noting that expensive lifestyles, which even wealthy

industrial nations struggle to maintain, become status symbols across the Muslim world.

Reviewing extensive literature, we find that despite the need to understand behavioral factors
contributing to indebtedness, empirical studies on this issue remain scarce in majority-Muslim
countries (Azma et al., 2019, p.189), with no research specifically addressing the MENA
region. Moreover, reports indicate a dramatic rise in bankruptcy cases among Muslim
households in some majority-Muslim societies (Rahman et al., 2020, p.8). In response,
Lebdaoui and Chetoui (2021, p.101) explore credit purchasing behaviors in Morocco,
suggesting that improved public policies, promotional campaigns, and financial education help

manage consumer indebtedness in similar contexts.

In the South Asian context, Biplop et al. (2022, p.53) develop an Islamic debt and wealth
management framework for Malaysia, recommending adherence to Shariah guidelines to
improve financial behavior and avoid financial difficulties. Likewise, their study recommends
that Malaysians and others enhance their financial behaviors by adhering to religious principles
to prevent personal financial difficulties caused by poor debt and wealth management.
Furthermore, Shariff et al. (2023, p.31) find a positive link between materialism and debt
behavior among Malaysian Muslims, noting that materialism and religiosity create conflicting
influences on borrowing behavior. However, their findings, based primarily on religious

experts' views, may not fully reflect the actual debt behavior of the broader Muslim population.

Taken together, the increasing debate surrounding the growing indebtedness among Muslim
consumers underscores a notable gap in the existing literature. Empirical studies addressing this
Issue in majority-Muslim countries remain scarce. While much research focuses on identifying
primary factors of consumer indebtedness or examining indebtedness from a religious
perspective, a deficiency exists in research examining trends within Muslim societies
specifically. This study aims to fill this gap by investigating the debt culture in Muslim
societies, using Qatari society as a case study. It analyzes some of the fatwas issued by Islamic
banks and their impact on societal attitudes towards loan accessibility. Furthermore, the
research evaluates the absence of financial advocacy in these fatwas and its implications for the

consumer behavior of affluent Muslims. By addressing these issues, this study seeks to enhance
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the understanding of financial decision-making and contribute to the development of more
effective public policies and financial education programs, while addressing an evaluation of
selected fatwas issued from Islamic banks.

2. Types of Debts in Islamic Finance

In Islamic finance, debt is integrated into financial activities through four main types of
financing contracts, which serve as the foundation for debt creation. The other contracts are
variations of these four primary types. These are murabaha, istisna, ijarah, and salam contracts.
In Islamic finance, murabaha is a contract used for financing transactions, which involves the
sale of goods at a known cost plus a known profit margin. The buyer purchases the goods from
the seller, who has previously acquired them, at a higher price than the purchase price (Ayub,
2007, p. 216). Another common contract in Islamic finance is ijarah, which refers to the leasing
or renting of assets or commodities to gain benefit from their use. This encompasses labour and
other forms of work arrangements whereby the individual or organization performing the work
is remunerated with wages (Ayub, 2007, p. 279). Istisna is a financial agreement utilized to
fund the production of commodities. Within this agreement, the purchaser stipulates the type
of goods they desire to be produced, and the vendor assents to manufacture and transport the
goods at an agreed-upon cost and timeframe. The seller's identity may be distinct from that of
the producer of the goods, and the contract may be used to finance both producers and
consumers, depending on the agreed payment date. Finally, a salam contract is a financial
agreement involving the prepayment for the sale of a specific commodity, with delivery
scheduled for a later date. This contract is commonly used to finance the production of goods
(Abozaid & Khateeb, 2023, p. 43). There are two types of murabaha in contemporary banking
practice: the ‘classic murabaha’ and the ‘banking (or commodity) murabaha’. The classic
murabaha, as defined above, involves a simple credit-based cost-plus-profit sales transaction.
The jurists generally permit such a contract as described in the prophetic traditions (hadith) and
a verse that says: "God has permitted trade (implying credit sales) and forbidden riba (implying
usury)” (Qur’an 2:275). Perhaps the permissibility of such a sale was due to the absence of
financial markets during the era of Islam's formation. The scarcity of liquidity in that period
would have made lending unfeasible, making a contract such as salam a viable alternative for

financing the production of goods.

In contrast to ‘classic murabaha’, the ‘commodity murabaha’ (also known as reverse murabaha
or tawarruq) is a financial instrument where the bank sells a commodity to a customer seeking

financing at a deferred price and subsequently sells it in the market on their behalf at a lower



Dicle Universitesi Sosyal Bilimler Enstitiisii Dergisi Sayt / Issue: 39(2025), 1-28

face value, depositing the proceeds into the customer's account (Abozaid & Khateeb, 2023, p.
43). As a result, the customer agrees to pay the lender an excess of the borrowed amount, and
a few variations of this instrument are used to circumvent the riba prohibition (El-Gamal, 2006,
p.72). However, the Organisation of Islamic Cooperation (OIC) Figh Academy ruled that
commodity murabaha was unlawful in Resolution No. 19/5 during the OIC Figh session held

in Sharjah on the 30th of April 2009 (Yaacob et al., 2011, p.21).

The Islamic banking system is expected to be distinct from the conventional profit-making
banking system. While promoting trade and healthy wealth management, Islam also aims to
address poverty and inequality by advocating for economic justice for all human beings. The
Islamic economic system endeavours to uplift the human community's social and economic
status rather than creating gaps between the rich and the poor. One way to channel funding to
the poor is through profit-and-loss sharing (PLS) contracts such as mudaraba and musharaka.
These contracts ensure that the lessor is not deprived of any benefit. However, the current
practice of Islamic banking largely favors debt-based contracts over PLS contracts. This paper
aims to examine whether the prevalent debt-based contracts in Islamic banking fulfill the
objectives of Islamic law, as well as promote socio-economic justice or are merely permissible

profit-making tools that require checks and balances.

The prevailing use of collateral within the banking sector disproportionately benefits affluent
corporate clients and businesses, thereby restricting the availability of financial resources to
economically disadvantaged individuals. Islamic banks have supervisory boards that examine
contracts before implementation and have the right to approve or reject them according to
Islamic financial requirements. Muslim scholars in these supervisory boards monitor the banks'
activities to ensure compliance with Islamic financial laws. However, under the pretext of being
a profit-making organization, Islamic banks and their Shariah scholars appear to have
overlooked the economic objectives of Islam. As we shall see, the excessive issuance of debt-

based contracts is causing much of the damage.
3. Analysis of Selected Fatwas

The first fatwa' is from HSBC Amanah on goods murabaha. Members of the HSBC Amanah
Central Shariah Committee have issued the fatwa for the bank's clients in the Kingdom of
Bahrain. The fatwa highlights how the goods murabaha transaction is practiced in the bank.

The procedure entails the bank designating its customer as an authorized agent to procure

1 please see appendix A for the full text of the fatwa.
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merchandise on its behalf. Subsequently, once the bank verifies the possession of the
merchandise by its appointed agent, the client procures the goods from the bank via a deferred

payment arrangement.

The second fatwa? is from the Shariah board of Qatar Islamic Bank to answer a query about the
murabaha financing contract. In the fatwa, the question is asked by a group of traders whom a
Bahraini Islamic bank had invited to buy Iraqi oil and sell it to the Turkish Refinery Authority
in the mode of a murabaha transaction. The Turkish Refinery Authority will open a
documentary bank account on behalf of the Islamic bank to purchase and deliver the oil to the
final buyer in Tiirkiye. The group wanted to know if they could participate in the transaction.
The fatwa was issued by the Shariah board of the Qatar National Bank, legalizing the

transaction within a murabaha context.

The Shariah board of Sudan Islamic Bank issues the third fatwa?. It is in the form of a reply to
a client who wants to know the position of Shariah on a transaction he intends to enter with the
bank. The client has applied to purchase a property worth 250,000 pounds on the condition that
the bank sells it to him to the tune of 265,000 pounds to be paid within three months after the
sale of the said property. However, can the client mortgage it to the bank until he settles down
the value of the property? The case presented to the Shariah board involves a promise to
purchase and sell in a murabaha mode. In the Maliki school of law, it is permissible to promise
to purchase, and the promise is binding for the promising buyer. Furthermore, selling in
murabaha is also permitted, and the amount specified in this case is acceptable. Based on the
fatwa issued by the Shariah board of Sudan Islamic Bank, the board agreed that the bank should
proceed to purchase the property based on the client's promise that he would buy it from them
at the cost plus 17,000 pounds with an agreement to pay it within three months from the sale

date.

The fourth fatwa* confirms the propriety of Islamic credit cards and their practice in Islamic
banking. The Shariah advisor of the Standard Chartered Bank (Pakistan) Limited issued the
fatwa, approving the bank's Islamic credit card as Shariah-compliant based on certain
characteristics that he believes are Islamic. The card functions based on the 'Ujrah' model,

which relies on a fee structure where a fixed fee is charged to the customer without any floating

2 please see appendix B for the full text of the fatwa.
3 please see appendix C for the full text of the fatwa.

4 Please see appendix D for the full text of the fatwa.
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percentage based on the customer's outstanding balance. This fee covers the services provided
by the bank, which include facilitating the customer's ongoing use of the card, access to benefits
and privileges such as exclusive airport lounge access, discounts at value-added merchants, and

free roadside assistance in the event of a car breakdown, among others.

The fatwa seeks to legitimize the bank's credit card based on certain Shariah-compliant features
that allegedly make it different from the credit cards of conventional banks. The customer is
also obligated to pay an agreed amount of money to a charitable organization approved by the
bank in case of default in paying the minimum amount on the due date. This feature ensures
that the bank and the customer share the risk associated with the credit card, which aligns with
Shariah principles. However, it is essential to educate customers about the terms and conditions

of the credit card and advise them to exercise caution before applying for it.

As mentioned above, the Shariah advisor meticulously explains how the credit card system in
Standard Chartered Bank is practiced and how it is appropriate in the eyes of Shariah. However,
he does not insinuate the harms of credit cards in society. Joireman (2010, p.155) and others
discuss that even though using a credit card is an easy way of paying for goods and services,
consumers sometimes need to use them more wisely to avoid resulting in overspending. The
availability of accessible credit facilities sometimes leads to compulsive buying, eventually
leading to spending beyond one's needs and means. Studies on credit card usage also show that

debts incurred from credit cards have caused problems in families.

The fatwas do not address the inquiry of debt application, specifically whether the client seeks
a loan for luxury or necessity. In conclusion of the first fatwa, the committee declares that the
practice is in compliance with Shariah law. Despite the OIC Figh Academy’s Resolution No.
19/5 that the commodity murabaha is unlawful, the fatwa states that the product's composition
and written material adhere to Shariah principles, and as a result, individuals seeking Shariah-
compliant services can use this product for their financial needs. It's important to note that the
fatwa also offers interested clients the opportunity to utilize this financing. Similarly, the second
fatwa also does not see any objection to a legitimate transaction within a murabaha context
based on the permission bestowed by some old and contemporary scholars. There is no evidence
in the fatwa that Shariah scholars mention about the possible consequences of this debt

transaction in society.

As we can see in the third fatwa, the Shariah scholars of the Sudan Islamic Bank have not
explicitly addressed the potential risks associated with debt incurred through Islamic financing

contracts. Moreover, they have not advised customers to exercise caution when applying for
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such financing unless there is an immediate necessity for the purchase. Mian and Sufi (2014,
p.19) contend that the borrower is exposed to a greater risk of loss due to the inherent
characteristic of debt, which necessitates that the borrower bear the initial losses resulting from
a decline in asset prices. To illustrate, Mian and Sufi provide an example of a homeowner who
uses an $80,000 mortgage to purchase a $100,000 house (pp. 109-115). In the event that the
house price falls by 20%, the homeowner loses the entire $20,000 investment, whereas the
lender (bank) remains unaffected. As Mian and Sufi (2014, p. 114) argue, this exacerbates the
wealth gap, leading to further impoverishment of the poor and enrichment of the wealthy
through the utilization of debt. It can be argued that this scenario is not very different in Islamic
financing contracts, where the client (borrower) is at risk while the Islamic bank keeps its profit
intact. Therefore, it is essential to educate customers about the risks associated with debt created
by Islamic financing contracts and advise them to exercise caution before applying for such

financing.

The prevailing practices of Islamic banks globally demonstrate a preference for debt-based
contracts over other equity-based finance modes, as supported by empirical evidence (Aggarwal
and Yousef, 2000, p. 94; Dusuki and Abdullah, 2006). This choice is attributed to the
profitability of Islamic financing, such as murabaha, compared to equity finance modes like
musharaka. Asutay (2007, p.189) notes that Islamic banks prioritize adhering to Shariah
compliance requirements through the form of the financing structure rather than its substance.
Therefore, although debt-based financing contracts are utilized when disbursing financing
facilities to customers, this approach enables Islamic banks to remain compliant with Shariah

regulations.

Kahf (2006, p.10) suggests a fairer approach to debt-based financing by disallowing the
granting of finance solely based on the borrower’s creditworthiness without considering the
purpose of the funds. He argues that implementing this strategy would foster greater social
justice. The fatwas lack religious scruples as they do not impose any condition of necessity for
seeking debt from the bank. Such an absence of restrictions on easy access to loans can
encourage society to approach for loans to acquire excessive material goods. This perspective
significantly deviates from Islamic ethics, which strongly advocates for Muslims to avoid
incurring debt as much as possible. Islamic teachings emphasize the adverse consequences of
debt, stressing the importance of fiscal responsibility. For instance, in an hadith Prophet says

O Allah! I seek refuge in You from all worry and grief. I seek refuge in You from
incapacity and slackness. I seek refuge in You from cowardice and miserliness, and |
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seek refuge in You from being overcome by debt and being overpowered by [other]
men. (Bukhari, Hadith: 6369).

This hadith underscores the mental and emotional burden debt can impose, reinforcing the idea
that avoiding debt is crucial for maintaining one’s well-being. In another hadith, the Prophet
stated, "O Allah! I seek refuge with You from sin and debt." (Muslim, Hadith: 589). This further
illustrates the Islamic view that debt is not just a financial burden but also a moral and spiritual

one, potentially leading to sin and misguidance.

Despite these clear teachings, contemporary Islamic finance contracts predominantly focus on
debt-based financing rather than equity financing. This divergence between conventional
Islamic teachings, which encourage Muslims to steer clear of excessive debt, and the Islamic
banking system, which is overseen by religious scholars, highlights a significant issue: the
predominance of debt promotion in society or, at the very least, the absence of its
discouragement. The lack of emphasis on the moral and ethical implications of debt within
fatwas could lead to a societal inclination towards unnecessary borrowing, contradicting the

essence of Islamic financial ethics.
4. Debt Culture and its Repercussions on Society and Environment

The debt culture creates a consumer society that is more materialistic than realistic and sensible.
The consumerism mentality of 'buy now, pay later' has removed the wisdom of 'never spend
your money before you have it' from the minds of a debt-dependent society. One may
understand the occasional need for debt, and hence perhaps such debt-based contracts are
validated. Nevertheless, the ease of access to debt and consumer credit, in addition to policy
regimes and incentives, being indebted seems not to be a matter of concern. It has become an
entrenched part of social culture that almost every member of society is burdened with monthly
loan payments to serve their consumer lifestyle. The feasibility of debts and credit cards has
encouraged consumers to spend beyond their means, which goes against the Islamic notion of

moderation and rationality in consumption. (Qur’an 2:143 and 55:8)

Bauman (2007, p. 64) argues that consumerism, particularly when fueled by debt, presents a
significant issue as it cultivates a culture of individualism that undermines the common good.
This culture is centered on the pursuit of personal happiness through the consumption,
accumulation, and disposal of symbols of happiness (Baudrillard, 1998, p. 49). However, this
happiness is temporary and ultimately unfulfilling. According to Bauman (2007, p. 57), the
most notable characteristic of a consumer society is the transformation of individuals into

commodities, with consumerism seeking to mold people according to its own logic and

10
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requirements. Unlike industrialism, which emphasizes production and defines individuals by
their work or ownership of the means of production, consumerism places emphasis on
consumption and disposal (Dufour, 2008, p. 42). In a consumer society, the system promotes
irrational desires and impulses within the community to create new consumers. The main factor
driving consumption is what Bell (1976, p. 64) calls functional irrationality, whereby
consumerism is fueled by imaginary and irrational forces such as desires, emotions, affects, and
impulses. Consumerism is a social structure that arises when ordinary, enduring, and "regime-
neutral" human wants, desires, and aspirations are repurposed as the primary driving and
operational force of society (Bauman, 2007, p. 24). Thus, consumerism ultimately depends on
the irrationality of consumers and the evocation of consumerist emotions, rather than on their

rational calculations or reasoning (Bauman, 2007, p. 48).

Debt financing plays a significant role in promoting consumerist behavior by encouraging
individuals to live beyond their financial means, which has detrimental effects on society.
According to Bauman (2007, p. 11), consumerism fosters a superficial relationship between
individuals and their material possessions, where people are defined by their ability to consume
rather than by their values or social contributions. This dynamic leads to the erosion of ethical
and moral values critical for fostering a healthy and sustainable society. Research has shown
that debt-based consumerism exacerbates this issue by reinforcing a cycle of material
acquisition and debt accumulation, which often leads to financial insecurity and mental stress
among consumers (Bauman, 2007, p. 24). Furthermore, debt financing extends beyond

individual hardship; it perpetuates societal inequality and contributes to systemic instability.

Studies highlight how consumer debt increases financial vulnerability and exacerbates
economic disparities, particularly among lower-income groups (Niemi, 2012, p. 76). The
promotion of debt in consumer societies amplifies this problem by encouraging the acquisition
of goods that individuals may not be able to afford, creating a self-perpetuating cycle of debt
dependency (Graeber, 2011, p. 35). Thus, re-evaluating the role of debt financing in consumer
societies is crucial. The focus should shift towards promoting alternative financing models that
prioritize economic equity and financial stability. This includes advocating for policies that
mitigate the over-reliance on debt and encourage responsible consumption, leading to more

sustainable economic behaviors and reduced financial insecurity (Bauman, 2007, p. 48).

A society of consumers is very different since it creates a particular political context, and it
seems that the Shariah scholars are either unaware of this situation or turning a blind eye.

Perhaps unintentionally, they are encouraging consumption through financing contracts

11
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regardless of verifying the need or want of the client, in addition to reviewing his financial
strength to repay the debt. Despite its many advantages, credit cards have become a menace
due to excessive dependency on these cards that act as payment tools. Although it might be
legalized for availing necessary goods, the responsibility rests on the customers too to self-
examine their behavior in its usage. In contemporary society, credit cards have become a widely
accepted mode of payment for various purchases. However, this easy availability of credit has
the potential to drive an individual towards overspending, encouraging extravagance and
indulgence in luxury items that contradict the principles of moderate spending and prudent
financial management. Moreover, the promotion of credit card usage by financial institutions
and the wider cultural acceptance of consumerism have contributed to the normalization of
debt-taking, leading to a surge in personal indebtedness and financial instability across society
(Abozaid & Khateeb, 2022, p. 16). This suggests that while credit cards may offer convenience
in financial transactions, their unchecked use can have significant negative consequences for

individuals and society at large.

Monzer Kahf and Amiirah Nabee Mohomed (2016) also discuss the implications of credit card
use from an Islamic economic perspective. They argue that unchecked use of credit cards can
lead to overconsumption and financial instability, particularly when credit is used to purchase
non-Shariah-compliant goods. They call for tighter control by Islamic financial institutions to
limit such activities (Kahf & Mohomed, 2016, pp. 57-80). Furthermore, Rusdiana Priatna
Wijaya and Nurizal Ismail (2020) emphasize that although Shariah credit cards are permissible
under Islamic law, there must be proper mechanisms in place to prevent misuse and ensure

benefits for users (Wijaya & Ismail, 2020, p. 17).

Additionally, Johan et al. (2020) argue that many consumers, both Muslim and non-Muslim,
may adopt Shariah-compliant credit cards, but behavioral and social influences often align more
with conventional credit card usage patterns (Johan et al., 2020). Lim, Ng, Chin, and Boo (2014)
further highlight that young consumers, in particular, often overspend using credit cards due to
poor financial control and the desire for social status. This behavior not only leads to personal
debt but also perpetuates consumerism and financial instability in society (Lim et al., 2014, pp.

287-302).

As Wilson (2004, pp. 201-207) notes, Chapra's critique of development economics, which
operates within a materialistic framework and prioritizes self-interest over social interest, is
indeed correct. The disadvantages of relying on debt financing are increasingly evident at both

the individual company level and in the broader economic context (Wilson, 2004, p. 204). This
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is due to the rise of non-performing debt in the business sector and the national debt issue
affecting many developing countries. While borrowing can be beneficial, it can also lead to
difficulties when used to fund high-risk or long-term projects. In contrast, equity financing
places the risk on the capital provider. The flexibility in pay-off arrangements associated with

equity financing reduces risk and increases the probability of successful outcomes.

The fatwas of Shariah scholars in Islamic Banks suggest that they do not adhere to the capitalist
perception of development economics. But on the other hand, although they have approved
credit cards under the guise of being 'Shariah-compliant' for consumer financing, the problem
arises when these credit cards are misused for impulsive buying. This has contributed to the
creation of large amounts of debt, which is a serious problem facing modern economies. The
trading of these debts only exacerbates the problem, and the combination of these practices has
been one of the most important causes of financial crises. The global financial crisis of 2008
serves as a stark exemplification of the widespread reliance on debt-based financing and its
attendant risks. The inability of mortgage holders to fulfill their debt obligations precipitated
the failure of lending institutions and those that had acquired these debts, culminating in a global
economic crisis. This crisis was fundamentally driven by an entrenched culture of debt and a
lifestyle characterized by excessive greed. Islamic finance, with its ethical underpinnings,
possesses the potential to alleviate such adverse effects. However, contemporary practices
within Islamic finance, as evidenced by the aforementioned fatwas, either endorse or remain
apathetic towards the debt culture that precipitated the downfall of conventional financial

systems.

The conventional measure of development, often linked to a higher standard of living, is highly
dependent on debt financing. Paradoxically, as countries become more developed, they become
increasingly debt-ridden, and the debt culture becomes more pervasive. Therefore, it is critical
to reconsider what constitutes a 'standard of living' and evaluate the relevance and significance
of traditional economic indicators in assessing the quality of life from both intergenerational

and intragenerational perspectives.

Consumerism has aggravated environmental problems that threaten the sustainability of human
life. Consumers, unaware of the consequences of their actions, are resorting to easily accessible
debts and credit cards to purchase, use, and discard products once they have served their
purpose. As a result, the economy has become a linear system of extraction, utilization, and
disposal, favoring the demands of ever-hungry consumers and ever-greedy companies (Khateeb

etal.,, 2021, p.15). The exponential increase in pollution and environmental degradation during
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the twentieth century and continuing into the present era correlates with the escalating levels of
indebtedness across personal, corporate, and governmental sectors. This concurrence itself
translates to an inherent incapacity within the market system to fulfill future consumer demands.

(Lacy & Rutqvist, 2015, p.xvi).

Shariah scholars are required to take into account the environmental crisis when issuing fatwas
to legitimize debt issuance. While their verdicts may seem acceptable from a transactional
standpoint, as the steps to seek and issue credit are Shariah-compliant, there is a need to
incorporate checks and balances on the necessity, urgency, and implications of such debts from
an environmental and societal perspective. Debt serves as a gateway to accumulating excessive
consumption, which incurs a significant cost to the environment and its resources. From an
Islamic standpoint, if excessive usage of natural resources leads to waste, then it should be
deemed prohibited. Several Islamic traditions prohibit extravagance under Islamic
jurisprudence, including overspending and overconsumption (El-Gammal & Abozaid, 2021,
p.32), which have resulted in environmental issues that affect not only humans but also other
creatures that coexist with us on Earth. Thus, Shariah scholars should take these considerations
into account in their fatwas to promote awareness in a society whose economic system is

predominantly influenced by a capitalist framework that prioritizes profit over the environment.
5. The Case Study: Qatar as a Consumer Society

The phenomenon of indebtedness has become increasingly prevalent within the context of debt
culture (Lea, 2021, p. 150). This paper uses Qatar as a case study to explore the societal
implications of debt dependence. Despite receiving substantial government salaries and
enjoying complimentary healthcare, Qatari citizens face significant social pressure to maintain
lifestyles beyond their financial means. This pressure is largely driven by societal expectations
tied to their considerable wealth. As a result, many are compelled to indulge in extravagant
spending on items such as advanced smartphones, luxury cars, designer clothing, and high-end

accessories for family wedding ceremonies (Mobasher, 2016, p. 2).

Some Qataris trace the origins of this issue to the country's economic boom during the era of
high energy prices, which lasted until mid-2014 (Finn, 2016). This period saw a rapid rise in
living standards and increased expectations of wealth and success. In interviews conducted by
Finn (2016), several citizens revealed that some Qataris purchase the latest iPhone simply
because their peers have it, while others travel to Dubai to buy counterfeit designer handbags

to maintain appearances in front of friends. There is a clear need for increased community
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awareness regarding consumer behavior, especially as social media has significantly fueled

consumerism within Qatari families (Al-Hamad, 2019, p. 23).

Two primary factors drive the rise in private indebtedness in Qatar: a flourishing financial
sector, characterized by deregulation, and the redefinition of many human needs into expensive
luxuries. According to the Qatar National Development Strategy 2011-2016, approximately
75% of Qataris are in debt, with most individuals owing more than 250,000 QR. The strategy
highlights that this widespread debt contributes to both economic and social vulnerability. It
also notes that many Qatari families lack a thorough understanding of financial matters, often

taking out loans without fully comprehending the long-term repayment costs.

Debt in Qatari society places enormous strain on family life and has led to increasing demands
on the government. This has fostered a "welfare syndrome," where citizens spend recklessly,
assuming that the government or their relatives will help them manage large debts. The Qatar
Second National Strategy 2018-2022 identifies the excessive culture of consumerism and poor
financial management as key contributors to the debt burden on Qatari families, especially those
in lower income brackets. This situation threatens the stability and unity of families, particularly
those with limited financial resources. During a discussion with a representative from Qatar
Charity, a local organization assisting citizens in debt, it was revealed that many individuals
receive only a fraction of their salary after debt-related deductions. This leaves them struggling
to provide a basic standard of living for their families. Additionally, some Qataris have been

imprisoned due to their outstanding debts to banks.

Every year in the Muslim holy month of Ramadan, Qatar Charity runs a campaign, 'Musa’adat
al-gharimeen' (meaning: assistance to the debtors), where it tries to collect as much charity as
possible to cover the debts among Qataris. To alleviate the debts of thousands of citizens, the
Emir personally contributed QR 200 million on two separate occasions to support this initiative.
The first donation was made in 2021 (Abdallah, 2021), followed by a subsequent contribution
of another QR 200 million in 2022. This financial support was provided in response to the Qatar
Charity's announcement, which highlighted the Emir's substantial donations aimed at assisting
indebted citizens facing challenging humanitarian and familial circumstances (The Peninsula

Qatar, 2022).

Unfortunately, a country that boasts of being one of the richest has its people in debts and loans,
forcing them to run a charity campaign to clear the debts. This is all due to the free access to

debts where there are few checks on the need of the customer. Fenton (2012) articulates that in
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2011 Qatari authorities launched a campaign to raise awareness about the prevailing debt
problem, titled 'Debt is Disgraceful’. Throughout this campaign, donations were collected to
pay the debts of Qatari citizens in prison and those facing imprisonment (Bayoumy, 2012, p.

3).

The Qatari authorities are currently taking measures to address the issue of debt and its
detrimental effects on their society. One of the key strategies they are pursuing is to educate
Qatari families on financial management skills, in order to reduce their tendency to engage in
excessive consumerism. Additionally, they plan to introduce legislative restrictions on the
amounts and conditions under which debt can be obtained. The National Development Strategy
Plan for 2011-2016 aimed to reduce the number of Qatari families struggling with large bank
debts (i.e. 250,000 Qatari Riyals and above) by fifty percent. Another feasible remedy is
establishing a maximum expenditure limit on marriage ceremonies and other social events,
coupled with enforcing sanctions against individuals who exceed this threshold. Furthermore,
the government must implement more stringent regulations on banking institutions that

perceive personal loans as lucrative opportunities.
CONCLUSION

The issue of debt is a significant concern recognized by social scientists and constitutes a central
debate in Islamic economics. The fatwas analyzed in this paper demonstrate that Shariah
scholars have given insufficient consideration to the societal problems associated with debt.
Moreover, these fatwas fail to distinguish between different types of debt in terms of necessity
or lack thereof. Debt can lead individuals into depression, adversely affecting their personal
lives and, by extension, harming society. In some cases, it results in default on repayments,
potentially leading to the confiscation of the defaulter's property. Ultimately, credit card debt
emerges within a consumerist society shaped by capitalism—a phenomenon extensively

discussed by sociologists and other scholars.

Given Islam's firm stance on debt and the detrimental impacts of a debt-based lifestyle and
culture—observable at individual, business, national, and global levels—it is imperative that
relevant Islamic principles and values be integrated into financial practices (Farooq, 2015, p.
1180). However, as highlighted in the analysis of the third fatwa in this paper, Shariah scholars
often neglect to address the consequences of debt within the global capitalist system, which

tends to exacerbate wealth disparities by making the poor poorer and the rich richer.
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The sociological discussion of consumer society in this paper indicates that debt fosters a
culture of consumers rather than cultivating financially wealthy and literate citizens. The
implications are that such a society produces isolated individuals who are primarily concerned
with their own interests and exhibit little inclination to work for the common good. The
inevitable consequence is that a consumer society generates consumers rather than engaged

political subjects.

While Shariah scholars issuing fatwas on economic and financial issues seem to presuppose
that capitalism is the inevitable path forward, they often disregard the continuous exploitation
of resources and the debt problems linked to resource depletion and environmental degradation.
There is a need for greater coherence in their critiques; condemning environmental ruin in
abstract terms while supporting the capitalist system and debt-driven society that contribute to
these problems is contradictory. They appear to accept the normalization of capitalism as a way
of life, despite its allowance for the persistent exploitation of natural resources for profit. This
perspective does not align with Islam's advocacy for its adherents to exhibit sensitivity,
thoughtfulness, and care towards fellow human beings, encompassing the concept of
intragenerational care (Farooq, 2015, p. 1179). Given this outlook on a believer's conduct and
attitude, it becomes evident why Islam would disapprove of leading or enjoying a life of

indulgence founded on debt due to its far-reaching intergenerational repercussions.

Furthermore, Wilson's (2004, p. 203) assertion that "Islamic writers see a lack of balance and
moderation in capitalism" is a valid point that needs to be addressed by Shariah scholars when
they issue fatwas on financial contracts that produce debt. Therefore, it is suggested that Shariah
scholars should take a clear and critical stand on the question of capitalism. To prevent
intergenerational inequities resulting from overconsumption and unsustainable living standards,
policies, institutions, and culture must work in tandem. This is particularly important for
societies guided by Islamic principles, which emphasize social welfare and the equitable
distribution of resources. Islamic banks and financial institutions should lead by promoting

responsible financial practices and serving as examples for others to follow.

As Islamic finance continues to grow, there is hope that equity-based financing and profit-and-
loss sharing models will become more prevalent in Muslim countries, while debt-based
financing methods will decline. The transition from a debt-based lifestyle to a needs-based
lifestyle can only be achieved through the collaboration of various actors, including academics,

educational institutions, responsible financial organizations, and community leaders. Such a
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concerted effort is essential to foster a more equitable and sustainable economic system that

aligns with Islamic values.

18



Mehmet Ali Basak, Saqib H. Khateeb A Critical Approach to Debt Financing in a Muslim Society: The Case of Qatar

REFERENCES

Abdallah, H. (2021, May) ‘Qatar’s Amir Tamim donates QR 200 million to wipe out debts’.
Doha News. <https://www.dohanews.co/qgatars-amir-tamim-donates-qr-200-million-to-wipe-
out-debts/> (last accessed July 02, 2024)

Abozaid, A. & Khateeb, S. H. (2022). A critical Shariah and maqasid appraisal of Islamic credit
cards. European Journal of Islamic Finance, 9(3), 14-20 https://doi.org/10.13135/2421-
2172/6816

Abozaid, A. & Khateeb, S. H. (2023). Tools and conditions for achieving sustainable
development in Islamic finance. In: Z. H, Jumat; S. H. Khateeb; & S. N. Ali (eds). Islamic
finance, finTech, and the road to sustainability: Reframing the approach in the post-pandemic
era. (pp. 41-58). Palgrave Macmillan.

Aggarwal, R. K. & Yousef, T. (2000). Islamic banks and investment financing. Journal of
Money, Credit and Banking, 32(1), 93-120. https://doi.org/10.2307/2601094

Al-Hamad, S. S. (2019). Reasons for increasing consumer behaviour in Qatar society.
International Journal of Liberal Arts and Social Science, 7(10), 19-26.

Asutay, M. (2007). Conceptualisation of the second best solution in overcoming the social
failure of Islamic finance: Examining the overpowering of homoislamicus by
homoeconomicus’. IIUM Journal of Economics and Management, 15, 1-17.

Ayub, M. (2007). Understanding Islamic finance. John Wiley & Sons.

Azma, N.; Rahman, M.; Adeyemi, A.; & Rahman, M. (2019). Propensity Toward Indebtedness:
Evidence from Malaysia. Review of Behavioral Finance, 11(2), 188-200

Baudrillard, J. (1998). The consumer society: Myths and structures. Sage.
Bauman, Z. (2007). Consuming life. Polity Press.
Baudrillard, J. (1998). The Consumer Society: Myths and Structures. Sage Publications.

Bayoumy, A. G. H. M. (2012). Communities in the 21st century. Effectiveness of new media
channels in shaping public awareness and participation in development and charity campaigns.
Qatar Foundation Annual Research Conference, p. 3

Bell, D. (1976). The cultural contradictions of capitalism. Basic Books.

Bensaid, B.; Grine, F.; Nor, M.; & Yusoff, M. (2013). Enduring financial debt: An Islamic
Perspective, Middle East Journal of Scientific Research, 13 (2), 162-170

Biplob, H.; Abdullah, F.; & Hossain, G. (2022). An Islamic Debt and Wealth Management
Framework in the Context of Malaysia. Journal of Muamalat and Islamic Finance Research,
19(2), 41-57 https://doi.org/10.33102/jmifr.v19i2.460

Chapra, U. (1992). Islam and the International Debt Problem. Journal of Islamic Studies, 3(2),
pp. 214-232. https://www.jstor.org/stable/26195577

Dufour, D. (2008). The Art of Shrinking Heads: On the New Servitude of the Liberated in the
Age of Total Capitalism. Polity Press.

19


https://www.dohanews.co/qatars-amir-tamim-donates-qr-200-million-to-wipe-out-debts/
https://www.dohanews.co/qatars-amir-tamim-donates-qr-200-million-to-wipe-out-debts/
https://doi.org/10.13135/2421-2172/6816
https://doi.org/10.13135/2421-2172/6816
https://doi.org/10.2307/2601094
https://doi.org/10.33102/jmifr.v19i2.460
https://www.jstor.org/stable/26195577

Dicle Universitesi Sosyal Bilimler Enstitiisii Dergisi Sayt / Issue: 39(2025), 1-28

Dusuki, A. W. & Abdullah, N. I (2006). The ideal of Islamic banking: Chasing a mirage? Paper
presented at INCEIF Islamic banking and finance educational colloquium, Bank Negara
Malaysia. Kuala Lumpur, 3-5 April 2006.

El-Gamal, M. (2006). Islamic finance: Law, economics, and practice. Cambridge University
Press.

El-Gammal, M., & Abozaid, A. (2021). Environmental protection and sustainable
development: An Islamic perspective. In: Ali, S.N., Jumat, Z.H. (Eds). Islamic finance and
circular economy: Challenges and opportunities. Springer Nature.

Farooq, M.O., (2015). Islamic finance and debt culture: Treading the conventional path?.
International Journal of Social Economics, 42(12), 1168-1194.

Fenton, J., (2012). ‘Qataris adopt debt as a luxury accessory’, Financial Times, May 14, 2012
< https://www.ft.com/content/d4848c0e-9db8-11e1-838c-00144feabdcO > (last accessed July
02,2024)

Finn, T. (2016, March). 'Social curse' of huge personal debt raises worries in wealthy Qatar’.
Reuters. < https://www.reuters.com/article/us-qatar-debt-doha-idUSKCNOWS1UC > (last
accessed July 02, 2024)

Graeber, D. (2011). Debt: The First 5,000 Years. Melville House.

Johan, Z. J., Hussain, M., Mohd, R., & Kamaruddin, B. H. (2020). Muslims and Non-Muslims
Intention to Hold Shariah-Compliant Credit Cards: A SmartPLS Approach. Journal of Islamic
Marketing.

Joireman, J., Kees, J. & Sprott, D. (2010). ‘Concern with immediate consequences magnifies
the impact of compulsive buying tendencies on college students' credit Card Debt’. Journal of
Consumer Affairs, 44: 155-178

Kahf, M. (2006). Maqasid Al-Shari’ah in the Prohibition of Riba and their Implications for
Modern Islamic Finance. Paper presented at IIUM International Conference on Maqasid Al-
Shari’ah, August 8-10, 2006.

Kahf, M., & Mohomed, A. N. (2016). Credit Cards: Contemporary Issues from Economic and
Shariah Perspective. Journal of King Abdulaziz University-Islamic Economics, 29(1), 57-80.

Khan, M. (2020). Theory of consumer behavior: An Islamic perspective. MPRA Paper 104208,
University Library of Munich. https://doi.org/10.13140/RG.2.2.12941.97760

Khateeb, S. H., Jumat, Z. H. & Khamis, M. S. (2021). Islamic perspective on circular economy.
In: S. N. Ali & Z. H. Jumat (Eds.) Islamic finance and circular economy: Challenges and
opportunities. Springer Nature.

Lacy, P., & Rutqvist, J. (2015). Waste to wealth: The circular economy advantage. Palgrave
Macmillan.

Lea, S. E. G. (2021). Debt and over indebtedness: Psychological evidence and its policy
implications. Social Issues and Policy Review, 15(1), 146-179.
https://doi.org/10.1111/sipr.12074

20


https://www.ft.com/content/d4848c0e-9db8-11e1-838c-00144feabdc0
https://www.reuters.com/article/us-qatar-debt-doha-idUSKCN0W51UC
https://doi.org/10.13140/RG.2.2.12941.97760
https://doi.org/10.1111/sipr.12074

Mehmet Ali Basak, Saqib H. Khateeb A Critical Approach to Debt Financing in a Muslim Society: The Case of Qatar

Lebdaoui, H. & Chetioui, Y. (2021). Antecedents of consumer indebtedness in a majority-
Muslim country: Assessing the moderating effects of gender and religiosity using PLS-MGA.
Journal of Behavioral and Experimental Finance, Vol. 29, 100443
https://doi.org/10.1016/j.jbef.2020.100443

Lim, W. M., Ng, W. K., Chin, J. H., & Boo, A. W. X. (2014). Understanding Young Consumer
Perceptions on Credit Card Usage: Implications for Responsible Consumption. Contemporary
Management Research, 10(4), 287-302.

Lusardi, A. (2019). Financial literacy and the need for financial education: Evidence and
implications.  Swiss  Journal of Economics and  Statistics, 155(1), 1-8.
https://doi.org/10.1186/s41937-019-0027-5

Mian, A. and Sufi, A. (2014). House of debt: How they (and you) caused the great recession,
and how we can prevent it from happening again. University of Chicago Press.

Mobasher, M. (2016). Globalization and Socio-Cultural Change in Qatar. Qatar Foundation
Annual Research Conference, p. 2.

Mokhtar, M., & Ismail, A. (2013). Shariah Issues in Managing Household Debt: The Case of
Malaysia. Jurnal Pengurusan, 37, 63-76.

Netemeyer, R.; Warmath, D.; Fernandes, D.; & Lynch, J. (2017). How Am | Doing? Perceived
Financial Well-Being, Its Potential Antecedents, And Its Relation to Overall Well-Being.
Journal of Consumer Research, 45(1), 68-69 https://doi.org/10.1093/jcr/ucx109

Neves, J. A. (2016). Factors Influencing Impulse Buying Behaviour Amongst Generation Y
Students [Masters dissertation]. North-West University.
https://repository.nwu.ac.za/bitstream/handle/10394/24927/Neves JA.pdf?sequence=1

Niemi, M. (2012). Consumer Debt in Modern Society: Risk, Responsibility, and Regulation.
Ashgate Publishing.

Qatar National Development Strategy 2011-2016,
https://www.psa.gov.qa/en/nds1/Documents/Downloads/NDS_EN_0.pdf (last accessed July
02, 2024)

Qatar Second National Development Strategy 2018-2022,
https://www.psa.gov.qa/en/knowledge/Documents/NDS2Final.pdf (last accessed July 02,
2024)

Rahman, M.; Azma, N.; Masud, A.; & Ismail, Y. (2020). Determinants Of Indebtedness:
Influence of Behavioral and Demographic Factors. International Journal of Financial Studies,
(1), 8 https://doi.org/10.3390/1jfs8010008

Rahim, H. A., Yahaya, S., Mohd Nor, K., & Borhanordin, A. H. (2021). Debt in Islam: Survey
in consumer perception. The International Journal of Academic Research in Business and
Social Sciences, 11(2), 165-176.

Shariff, A. M., Ariffin, M. 1., Mohammed, M. O., & Mahmood, R. (2023). Islam, Western
Materialism and Malaysian Muslims’ Complex Debt Behavior: An Analysis of the Religious

21


https://doi.org/10.1016/j.jbef.2020.100443
https://doi.org/10.1186/s41937-019-0027-5
https://doi.org/10.1093/jcr/ucx109
https://repository.nwu.ac.za/bitstream/handle/10394/24927/Neves_JA.pdf?sequence=1
https://www.psa.gov.qa/en/nds1/Documents/Downloads/NDS_EN_0.pdf
https://www.psa.gov.qa/en/knowledge/Documents/NDS2Final.pdf
https://doi.org/10.3390/ijfs8010008

Dicle Universitesi Sosyal Bilimler Enstitiisii Dergisi Sayt / Issue: 39(2025), 1-28

Experts’ Viewpoints. International Journal of Academic Research in Business and Social
Sciences, 13(2), 24 — 43.

Ugurel, 1. (1999). External Debt of the Islamic Countries: The Present Situation and Future
Prospects. Journal of Economic Cooperation, 20(4), 73-106

Wilson, R. (1993). Equity finance of economic development: Feasibility and ethical
desirability. Managerial Finance, 19 (7), 70-81.

Wilson, R. (2004). The development of Islamic economics: Theory and practice. In: T.F. Suha
& B. Nafi (Eds.) Islamic thought in the twentieth century. (pp. 195-222.). 1B Tauris,

Wijaya, R. P., & Ismail, N. (2020). Sharia Credit Card in the View of Magasid al-Sharia. Al-
Iktisab, 4(1), 17.

Yaacob, H., Muhammad, M., & Smolo E. ‘International convention for Islamic finance:
towards standardization’. ISRA Research Paper No. 29/2011. Kuala Lumpur: International
Shariah Research Academy for Islamic Finance. p.54

Yousef, T. M. (2004). The murabaha syndrome in Islamic finance: Laws, institutions and
politics. In: C. Henri, W. Rodney (Eds.) The politics of Islamic finance. Edinburgh University
Press.

Yunus, D., & Muslimin, J. (2020). Debt in the perspective of Islamic law. Jurnal Syarikah:
Jurnal Ekonomi Islam.

22



Mehmet Ali Basak, Saqib H. Khateeb A Critical Approach to Debt Financing in a Muslim Society: The Case of Qatar

Appendix A:
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Amanah Goods Murabaha

HSBC Amapah Cenmral Sharah Commirtes (the "Commimnse”) has reviewed the soucmre and
dorumentation of Amanah Goods Murabaha (the “Product’) to be offered for corperats clisnts in
the Kinzdom of Bahrain. The Product has besn stmacrured as follows:

Product Steps Docnments

The Client approaches HSEC Bank Middle East Limited or | Transaction Fequest
i3 affiliates (the "Bank™) apd expresses its desire fo
purchaze geods (the “Goods").

The Bank appoints and authorizes the Client as ifs agent | Transaction Approval
(ibe” Azent™) to procare the Goeds on Bank™s behalf.
The Client purchases the Goods as an Agent of the Bank.
Upon ebtaming possession of the Goods, the Agent sendz a | Form of Confirmarion
confirmarion to the Bank, confirming possession of the
Goods by the Arent.
Cpce the Bank is in posseszion of the Goods through the | Ofer
Agzent, the Clisor offers to purchasze the Goods from the
Bank oo deferred payment basis.

Upon receipt of offer from the Clisnt, the Baok accepts the | Acceptance
offer.

The Commitize has also reviewed the following docnments n relation to the Prodwet:

Amanah Goods Murabaha Facility Agresment (Ref 43CIR/BH/AGMIIL)
Amanah Goods Murabaha Facility Offer Letter (Ref: 45CTRBE/AGMO1())
Form of Transaction Notice (Ref: 43CTR/BH/AGMO1(H])

Form of Confirmation (Ref: 45CTR/BH/AGMO(c))

Form of Offer and Acceprance (Ref 45CTRBH/AGMOIL)

[ N

The Commirtes hersby moles that the srocmre and documentaion of theProduct is in accardance
with the prnciples of Shanabh and clients who are looking for Shariah compliant services may
avail this Product o mest ther financing needs.

And Allah knows the best.

4

. L F -| .ﬂ L :.

Sheikh Nizam Yaguby Dr. Mohamed Al Elgari Dr. Mohammad Imran Usmani
Members of HSBC Amanah Ceniral Shariah Commities

Amanah HSBC »

M Fras o i s

Tha winrld's Insal hanl
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Appendix B:

Fatwa 2

A Bahraini Islamic bank invited us to participate in a transaction of
buying Iraqi oil and sell it to Turkish Refineries Authority in mode of
Murabaha transaction. The Turkish Refineries Authority will open a
documentary credit in favor of the Islamic banks represented by this
Islamic bank which will purchase the oil from the Iraqi exporter who
will deliver

it to the final buyer in Turkey. Please specify whether we may
participate in this transaction?

Answer:

I do not see any objection against this transaction within the context of
legitimate Murabaha sale procedures that are applied in the Islamic
banks based on the permission bestowed by some old and
contemporary scholars.

Source:

Fatwa of the Shari'ah board of Qatar Islamic Bank, Fatwa (No. 7)
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Appendix C:

Fatwa 3

Question

Please provide the Shari'ah opinion on the following: A bank client submitted its application to
purchase a property in the amount of 250000 pounds provided that the bank sells same

property to the client in form of Murabaha in the amount of 265.000 pounds to be paid by the client
after one month as ofthe date of the sale of the bank's property to the client. However, the client will
mortgage same to the bank until he settfles down the

value of the propertv?

The answer

The application contains two facts: a promise to purchase and selling in Murabaha mode. This is the
proper adaptability of the application text, as the applicant promised to buy the property, in mode of
Murabaha, fromthe bank and asked the bank to purchase the house from its current owner at value of
250.000 pounds provided that the Promising Buver will pay an amount of 256 000 pounds, as the price
of the property, after three months from the

date of sale of the house to him. Promise to purchase is no doubt pemmissible and subsequently binding
the Promising Buvertowards the mentioned details, however, selling in Murabaha mode is pemmissible
and the above mentioned profit offered by the promising buver though it is little relative to the
property valueis also permissible, and no objection

from Shari'ah point of view as well as the Sharah board based the permissibility of the promise to
purchase on opinions of jurists, which are summarized as follows:

First: Promise is not binding.

Second: Promise, in view of Maliki Jurists, would be binding, ifthe promising reason has been
specified.

Third: Promising, based on the view of Maliki Jurists and Bin Shbrimah, is absolutely binding.
Fourth: Representatives of the Islamic banks discussed the subject of promise to purchase and
authorized Shanah boards of banks to choose between binding or non-binding Promise.

The board accepts in its current Fatwa, and future Fatwa's binding the promising buver to purchase
after the arrival ofthe commodity and awarded him the right of option provided that he hasto pavall
expenses incurred due to his promise or all costs that the bank would not have incurred if not being
promised. Accordinglyitis permissible for the bank to buy the house at an amount of 25.000 pounds
based on a promise from Mr. Ali Mohamed Al-Hassan AbdulSalam to buy same from the bank ata
profit of 17.000 pounds and settle the amount after a maximum period of three months from the date
of sale. This transaction is permissible with the following notes:
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(1) We have approved the form of promise to purchase, which contains clauses that stipulate the
approval of the Promising buver to pay a certain percentage of the value as collateral to prove his
seriousness in execution of the commitment. However, albeit Istisna confract is

permissible in Islamic law, vet we drawthe attention to paragraph 6 of the form, in which the bank is
not allowed to agree with the owner of the land to offer it profit of 25% of the costs because thisisa
sort of ambiguityin the conditions of the purchase of the house by the bank and commitment of the
Promising Buver to buy. Nevertheless the sixth paragraph imposes a penalty clause on the buver to
pav an amount of five thousand pounds for each month

after the end of the above mentioned due date. This requirement is not allowed in such an agreement
becauseitis an increase to the amowunt which binds buyer and this increase is of the same kind of the
debt and increases in accordance with the length of delav period in which the

client has not settled the required amount, hence such increment fall within the prohibited usury. So
we do not agree about the existence of paragraph (6) that contains this

clause in the agreement. We prefer to replace the paragraph with a textin which the bank is entitled to
sell the house to anyone who wishes to buy it provided that the promising

buver has to bear anv differences, expenses or decrease in value caused by his promise to purchase,
according to which the bank entered into the given transaction.

Source:
Fatwas of the Sharn'ah board of Sudan Islamic Banlk, Fatwano.

(28).
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Appendix D.1

Standard Charterad
saadiq
Im the nama of Allah, thes Most Giracious, the Most Merciful

IsLaMc CREDIT CARD BY STAMDARD CHARTEARED BAMNH
FPRONOUNTENENT OF THE SCE SHARAH ADAS0R

All praise is due 1o Alah, the Charisher of the Werld, and prace and blessing be upon the
Prophed of Allah an his Family and all his companicns

I hasie raviewed the folcming decument(s) relsling o the SCH's Islamic Credit Gards:
1. Terme ard Conditions

The purpaae of sffaing Chredil Cards & 1o facltate Musims 1o have access {0 Credit Cand Facility
designed in accondance wilh the principles of Sharah Following ane the datals on e produs
Blruchine:

The lstamic Card wil operabe en ‘Ujrah' concepd which i based on fes giructune meaning that
ondy fiwad fee will be charged 1o the customer. The card would nos be levied wilh any Sioating
perceniage fae depandant on the outstanding balance.

The customsar would Rave [he option o pay any amount less than the tolal culslanding balance
[Reaping mininue payment 25 5% of the balance or a fixed amaunt whichaver ia higher). Fee will
b bevied monihly howewar the bank will have the nght %o waive the monthly Tee for @ given maenth
Bl i3 &ale discrelion. Fee wil only be charped, and appaar In the credt cand slatamant, in the
morlh the bank dacdes nal bo waive e fee,

Th Bad will g charged for (e fodowing sarvices valid on the Card:

« Continued usage of the Card

= Banafits and privileges such &= (but net limiksd ta)
o ARCESs b0 exclugive airpon kunge -
o Liscounts &1 valus-gddad marchans
o Frea roadsics assislonce

The: follpwing features make this Card difanant from the convensional card
Fimed Fee

The Card woukd nat be lkewied with sry ficating percenlage fee dependent on the outstanding
batance. The enling fee sinagiure is besed on Sxed fes unlise canventianal cards where tea i &
perceniRge af the outstanding amoun o ransaclions amound.

Charges would vary for different card pes [Classic, Goid, Gald Plus, elo), howaver, would
remain tha same acmes the anfire cand typa

Balance Transfer Faciity

Baleroa Transher Facilty would ba sllowed orde once. Customer wil have S0 sign off &
Declaration menticning the intention of ransfering the balanoe an Islamic Credt Carde (s far
pure Shareh complanl reascns. 1 will rol be slowed o transfer ary balance from |slamic Card
o conwentional cerds. Balance Transler would not be aliowed for customers who have dalsulled
an ce

= A

27

A Critical Approach to Debt Financing in a Muslim Society: The Case of Qatar



Dicle Universitesi Sosyal Bilimler Enstitiisii Dergisi Sayt / Issue: 39(2025), 1-28

Appendix D.2

Standard Chartered
saadiq §

I the Customer 18 to pay the Miimum Amount Due by the Payment Dug Date, the cuslomer,
on demand from the bank, undertakes to pay 8 fed lale payment charge to charty which shal
be donatad 10 8 charilabie cause approved by the Bank and the Sharish Advsor in line with the
bank’'s approved cherity polcy.

Late Payment fee

| heraty coafirm Ihat the Istamic Cradit Cards offered by SCB is in accordance with the principles
of Shariah and that Muskms can take advantage of e facility which refieves theen from nlerest-
based financing.

And Alsh knows bast.

== )

Muhammad Abdul Mubsen
Shariah Advisor
Standard Chartered Bank (Pakistan) Limited

Muhammad Abdul Mubeen
Sharlah Advisor
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