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Capital Market Issues According to Islamic Jurisprudence

DHA` WA TA`AJJAL

RESOLUTION

The SAC discussed the issue of dha` wa ta`ajjal in a series of meetings. At
its 10th meeting on 16–17 October 1997, the SAC agreed to accept the use
of the dha` wa ta`ajjal principle in developing Islamic capital market
instruments.

INTRODUCTION

Dha` wa ta`ajjal is the action of a creditor writing off part of the debt when
the debtor settles the balance of his debt earlier.280

Generally, the dha` wa ta`ajjal principle is important in developing Islamic
corporate bonds in a secondary market. Islamic bonds issued are based on
the concepts of ijarah, istisna`, murabahah, musyarakah, and mudharabah.
To enable the trading of these bonds in the secondary market, securities
holders will sell them at a lower price based on the concept of dha` wa
ta`ajjal.

DHA` WA TA`AJJAL PRINCIPLE

Based on the results of a study undertaken, the SAC is of the view that the
principle of dha` wa ta`ajjal is permissible. This is based on the following
dalil:

280 Ali al-Salus, Al-Iqtisad al-Islami, Dar al-Thaqafah, Doha, 1996, vol. 2, p. 568. Al-Zuhaili, Al-Fiqh al-
Islami, vol. 4, p. 693.
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Hadith of the Prophet s.a.w.

Meaning: Narrated from Ibnu `Abbas that the Prophet s.a.w. ordered
the Bani Nadhir to leave Medinah and was then duly informed that
there were still many in the city who owed them money. Said the
Prophet s.a.w: “Give a discount on the debt and hasten the
payment.”281

Meaning: Ka`ab narrated that he had a debt owing him by Ibnu
Abi Hadrad; whereby they were discussing the debt in a mosque and
their voices were raised reaching the ears of the Prophet s.a.w. who
was at his house. He called out to Ka`ab and Ka`ab answered: “Yes,
Messenger of Allah.” The Prophet s.a.w. said: “Lessen your debt
(indicating to lessen a part of it).” Answered Ka`ab: “I have done so,
oh Messenger of Allah”, and the Prophet s.a.w. immediately said (to
Ibnu Abi Hadrad): “Arise and settle your debt.”282

Opinion of Ibnu `Abbas

Ibnu `Abbas is of the opinion that dha` wa ta`ajjal is permitted with the
following argument:

281 Hadith narrated by al-Baihaqi.
282 Hadith narrated by al-Bukhari.
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Meaning: “It (dha` wa ta`ajjal) is permitted because it concerns claiming
part of one’s right and relinquishing another.”283

Views of Past Islamic Jurists

The past Islamic jurists differed in their views on dha` wa ta`ajjal. Generally,
there were two main views regarding this issue:

The first view permited dha` wa ta`ajjal. Among those advocating this view
were Ibnu `Abbas, al-Nakha`i, Zufar, Abu Thaur, Ibnu al-Qayyim and Ibnu
Taimiyyah. Their argument was based on the prophetic sayings explained
earlier.284

The second view did not permit it. This was the view of the majority of
Islamic jurists. Their argument was that there is a similarity between the
concept of dha` wa ta`ajjal and riba, in the prohibition of the increase in
payments. The similarity lies in using time/duration to determine the price.
This is made clear when an extension in time results in an increase in price,
and vice versa when a reduction in time results in a reduction in price.285

Ibnu Qayyim reinforced the view of the group permitting dha` wa ta`ajjal
with the following conclusion:

“Riba is not present in this issue whether in reality, language or `urf. As a
matter of fact, riba is something that increases whereas this does not happen
in dha` wa ta`ajjal. Those who have forbidden it have compared it to riba,
whereas there is a clear difference between the two in the words used:

(a) Either you increase the payment (due to late payment), or settle the
debt (in time) – this is riba; and

(b) Quickly settle your debt with me and as an incentive I will discount
part of it – this is dha` wa ta`ajjal.”

283 Ibnu Qudamah, al-Mughni, vol. 4, p. 189.
284 Ibnu Rusyd, Bidayah al-Mujtahid, vol. 2, pp. 236–237. Al-Salus, Al-Iqtisad al-Islami, vol. 2, p. 569. Ibnu

Qayyim, I`lam al-Muwaqqi`in, vol. 3, p. 371.
285 Ibnu Rusyd, Bidayah al-Mujtahid, vol. 2, pp. 236–237. Al-Salus, Al-Iqtisad al-Islami, vol. 2, p. 569. Ibnu

Qayyim, I`lam al-Muwaqqi`in, vol. 3, p. 371.
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Where is the similarity between the two? In addition, there are no nas, ijmak,
and validated qiyas that forbid this concept.286 Based on these views, the
SAC adopted the principle of reduced debt to be applied in the capital market.

286 Ibnu Qayyim, I`lam al-Muwaqqi`in, vol. 3, p. 371.




