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Economics of Riba Al-Fadl :
Towards a Unified Analytical Model for Different Types of Riba
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Abstract. The paper proposes a simplified model of riba, both riba al-
nasi’ah (debt riba), and riba al- fadl. The model suggests that riba al- fadl
when applied to necessary commodities, might lead to concentration of
these commodities and increase in their prices. The model is then applied to
debt riba to analyze its economic consequences. The paper concludes that
both types of riba share some essential features, but they differ in the kind
and magnitude of economic consequences.

Keywords: prohibition of riba rationale, riba al- fadl, riba al- nasi’ah,
necessary component, luxurious component, wealth distribution, exchange.
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