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The British Board of Scholars & Imams (BBSI)

BBSI is an apolitical national assembly of imams, scholars and academics who are trained
in traditional Islamic law and theology as well as in technical fields in the natural sciences,
social sciences and humanities. BBSI was formed to facilitate scholarly research and
dialogue among Muslims and in the wider society. BBSI provides authoritative ethical and
theological guidance and leadership on matters relevant to Muslims, whilst promoting
wider community welfare.

BBSI receives no funding from the government or other institutions and is entirely
independent. The views expressed in its guidance are those of its imams and scholars.

BBSI's role in addressing the need for student finance that is consistent with the faith
requirements of Muslims is crucial.

In producing this guidance, BBSI has adopted a collaborative approach by engaging with
expert members and various Muslim scholarly and professional bodies worldwide, ensuring
a well-rounded perspective. This underscores BBSI's commitment to representing a wide
spectrum of viewpoints within the Muslim community.

Central to BBSI's approach is profound respect for the diversity of opinions within
Islamic scholarship. This aligns with traditional Islamic learning, which embraces various
interpretations and perspectives. By encouraging individuals to consult their own scholars
and financial experts, BBSI empowers people to make informed decisions relating to
student finance in harmony with their circumstances and beliefs.

In an era marked by the pursuit of higher education and the financial challenges that come
with it, relying on qualified scholarly leadership is paramount. Organisations like BBSI bridge
the gap between religious teachings and contemporary financial knowledge, providing
guidance informed by both tradition and practical application. Through collective wisdom,
individuals and communities can navigate complex issues related to student finance with
clarity and unity.
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In the name of Allah, the most merciful, the most kind.

As our community pursues higher education, we have noticed an increasing number of inquiries and
concerns regarding student finance. In response, we are delighted to present a comprehensive guidance
document on this topic from an Islamic perspective.

Education stands as an integral pillar of our faith. We recognise the challenges many encounter while
navigating financial matters during their pursuit of knowledge. Hence, it is imperative to provide clear
guidance firmly rooted in Islamic principles, ensuring that our decisions align with our religious beliefs.

This guidance document has been meticulously crafted by a panel of esteemed scholars and experts
proficient in Islamic jurisprudence, Islamic law and contemporary financial systems. Its goal is to delve into
the various dimensions of student finance, examining what is permissible and impermissible according to
Islamic teachings.

Acknowledging the complexities surrounding financial aid, scholarships, and finance prevalent in education
today, this guidance aims to illuminate these intricacies. It provides a nuanced perspective aligned with
Islamic principles.

Following is a brief overview of the development process followed to produce this guidance document:

Extensive Consultation:
In-depth discussions with a diverse spectrum of imams, scholars, muftis, and Islamic finance experts
spanning several months.

Scholar Survey:
An internal survey engaging over 200 scholars with varied expertise and backgrounds.

National Academic Symposium:
Organising a national academic symposium involving imams, scholars, muftis, and Islamic finance experts.
This forum facilitated the deliberation of various arguments and perspectives.

Community Engagement:
Conducting a comprehensive survey within the community to gather insights into the views and challenges
encountered by Muslim students concerning student loans.

Draft Development and Refinement:
Consolidating all insights and findings to produce a draft white paper. This draft underwent further rigorous
discussions and deliberations within BBSI to culminate in the final guidance.

This meticulous and multi-layered approach underscores the authenticity and authority of this guidance
developed by BBSI.

We urge all students, parents, and educators within our community to conscientiously review this document.
Our intention is to empower individuals to make informed choices that harmonise their educational pursuits
with the teachings of Islam.

We extend our heartfelt gratitude to the scholars, experts, and contributors of BBSI who dedicated their time
and knowledge to ensure the accuracy and clarity of this guidance, Wahed Invest and Gift Foundation for

sponsoring the academic symposium, and Pfida for providing legal Sharrah and financial analysis.

May Allah (SWT) guide us all in our quest for knowledge with sincerity and in accordance with His divine
guidance

Sh AbdalHaq Bewley | Sh A. Hasan
Co-Chairs, The British Board of Scholars & Imams (BBSI)
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Introduction

In the Name of Allah, Merciful to all, Compassionate to each

Every year over 700,000 students apply for full-time undergraduate places through UCAS. In
2021/22, there was a record number of 2.86 million students enrolled at higher education
institutions.” Approximately 12% of these students are Muslim.?

Since higher tuition feeswereintroducedin 2012, there has been asignificantdrop in the number
of Muslim students pursuing higher education. Muslim students are less likely to access student
finance provided by the UK government because they believe that it is not consistent with the
principles of their faith. Evidence shows that a significant number of Muslim students and the
scholars and imams who advise Muslim students consider the student loan to be contrary to
their faith. This is mainly because it appears to be an interest-bearing loan.

The socio-economic, personal, and psychological impact of financial and educational
exclusion in the short, medium, and long-term for Muslims is significant. At the same time,
there have been huge shifts in access to career paths and social mobility, and the traditional
route of going to university and having a career thereafter may not be suitable for all.

The purpose of this paper is to present the different Islamic scholarly views on student finance
for further education provided by the government. The aim is to help equip students and their
parents to make their own informed decisions.

It'simportant to also understand that just because something is permissible it doesn’'t mean
that it is the best choice for an idividual. Every decision needs to be made on an individual
basis specific to the individual's context.

1. Bolton, Paul. ‘Higher Education Student Numbers', 2 January 2024.
https://commonslibrary.parliament.uk/research-briefings/cbp-7857/.
2. Muslim Census. ‘Levelling Up Unequal Access to University Education’. Muslim Census, 2022.
https://muslimcensus.co.uk/unequal-access-to-university-education/.
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Executive Summary

« This guidance scrutinises the UK student finance contract to ascertain its compatibility with
Islamic law.

+ Divergent opinions exist among Shariah scholars, some deeming it impermissible due to
the use of interest and debt terminology in the contract, while others deem it permissible.

« BBSI acknowledges the validity of both opinions and provides detailed analysis in this
guidance to elucidate why some Shariah scholars believe that prohibition does not apply
based on the contract's substance and form.

« This guidance examines the view that despite the use of interest terminology, the payment
obligations under the student finance contract resemble a graduate tax or an income
contingent payment arising from an income share arrangement, rather than a traditional
debt. Payments are based on a percentage of income over a certain level for a specified
period, with no further liability.

« This guidance provides a deep-dive analysis of the opinion held by some Shariah scholars
that the student finance contract does not impose a debt on the student and therefore the
payments made by students do not constitute riba (interest) under Islamic law.

+ BBSI reiterates that each student should assess whether taking out student finance
represents a good decision for them and aligns with their circumstances and needs.

+ BBSI welcomes the government’'s commitment to providing Sharia-compliant student
financing options as they could offer more choice.

+ BBSIis concerned about the cumulative stress and anxiety suffered by Muslim students
resulting from the lack of a clear Sharia-compliant student financing option provided by
the government. There is strong evidence that this takes a major psychological toll on
Muslim students. Muslim students suffer worry, sadness, anxiety, and low self-esteem as
they struggle to reconcile their educational aspirations with their religious beliefs.



Section A: What is the Islamic position on student

finance?

In this section, we follow the five-step process of Islamic legal reasoning to explain the
different scholarly views on student finance. We hope that this will give students and scholars
the information they need to make their own informed decisions.
The five steps of Islamic legal reasoning are:

1. Issue - What is the specific question we are answering?

2. Principles - What principles of Islamic law apply to this question?

3. Facts - What are the facts of the English-law-governed student finance contract
which are relevant to this question?

4. Analysis - Let's apply the principles of Islamic law to the facts of the student
finance contract.

5. Conclusion - Having applied the Islamic law principles to the facts of the student
finance contract, what conclusions can we draw?

(1) Issue

The specific question we are answering is:

Does the student finance contract contain
anything that is contrary to the Sharrah?

(2) Principles

There are five key principles of Islamic law that apply to this question. They are:
1. The presumption of permissibility
2. The meaning of loan (gard)
3. The prohibition of interest (riba)
4. The meaning of enforceability (ilzam) and obligation (iltizam)

5. Form and substance.



1) The presumption of permissibility

In Islamic law, there is a presumption that transactions (mu’'amalat) are generally permissible
unless they contain anything that is expressly not permitted by the Sharrah. This is expressed
in a widely accepted Islamic legal maxim:

2 249 - e . o ¥
a= Y 9}&3\3 By S = ﬁwY\
The presumption in transactions and contracts is permissibility.>

This means that when deciding whether a particular contract is permissible, scholars do not
look for evidence that it is permissible. Instead, they look at whether there is anything in the
contract that is expressly not permitted by the Sharrah.
This maxim also means that the burden of proof is on the person who says that a particular
transaction is not permissible to prove that there is something in the contract that is
impermissible. Rather than asking: “is the student finance contract permissible for Muslim
students?”, we ask: “does it contain anything that is contrary to the Sharrah?”

2) Loan (gard)

The Arabic word for loan is “gard”. The meaning of gard is explained by Shaykh Mustafa Al-Zarga

as follows:
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3. “Al-Qawai'd Al-Ndraniyyah Al-Fightyya”, pp. 184-188; ‘Ilam al-Muwaqq'n, Vol 1, p. 344.



Loans

They are contracts in which one party takes fungible consumable prop-
erty from the other, such as money, oil, and flour with an obligation to
return its equivalent later.

Loans contain the substance of two contracts:

- The substance of lending, because it is an act of benevolence with
the giving of property on the basis that it will be returned to
the giver.

- The substance of exchange and sale, because the property is not
taken for using, holding, and returning in its exact same form,
as is the case with lending a non-monetary item [such as a car].
Rather, it is taken by the borrower to consume and then return an
equivalent substitute to the lender. So, when he [the borrower]
takes it [the borrowed property] he becomes its owner, and the
equivalent substitute becomes a debt (dayn) attaching to his
personal liability.?

It is clear from the above explanation that in the context of lending money, Islamic

law will only consider it to be a loan (gard) if there is an obligation (iltizam) on the
borrower to return the money i.e. the borrower owes the lender a debt (dayn)
which attaches to his personal liability (dhimma).

3) Riba (interest) is impermissible to Muslims

Similar to other faiths, including Judaism and Christianity, paying and receiving riba
(which most of the time, but not always, corresponds to the concept of interest in
English law) is impermissible in Islamic law. Many Muslims do not take loans from
banks and opt not to receive interest in their bank accounts in order to adhere to
this principle.

There are many juristic discussions on the definition and application of riba in
the books of Islamic law (figh). These discussions are detailed. However, for
the purposes of analysing the student finance contract, we can summarise the
principles of riba as follows:

* The rule forbidding riba applies where there is an obligation (iltizam) to
repay the capital amount of a loan (gard). Where this obligation lies in the
future, this is called a debt (dayn). These are sometimes called ‘money-for-
money’ or ‘money-for-debt’ transactions.

* Where there is an obligation to pay money as a debt, any amount payable
on top of the capital amount is riba, which is impermissible.

4. Al-Zarga, Mustafa. Al-Madkhal Al-Fight Al'Am. 1st ed. Damascus: Dar Al-Qalam, 1998., p.621.



Let us look at a quick example. A lends B £100 with an interest rate of 10% per year. At
the end of the year, B has an obligation to repay A their capital of £100 plus £10 of interest.
Because B owes A the £100 as a debt, the additional £10 is riba.

We can see from the above example that where money is given by person A to person

B, and person B owes that money back to A as a debt attaching to their personal liability
(dhimma), the SharTah does not permit Ato charge any additional amount. Any addition-
alamount paid on top of the original capital of a loan (gard) is riba (interest).

There are many hadith (statements of the Prophet Muhammad (saw)) which provide the
basis for
the impermissibility of riba. For example:

“Gold for gold, weight for weight, like for like; and silver for silver, weight for weight, like for
like. Whoever gives more or takes more has engaged in Riba.” (Sunan Al-Nasa'i 4569)

“Do not sell gold for gold, except like for like, and don’t increase an amount upon the capi-
tal;” (Sahth Muslim 1584a)

“The exchange of gold for gold is riba (usury), except ifitis [exchanged immediately] from
hand to hand and equal in amount, ...” (Sahth Al-Bukhari 2134)

In addition to riba, there are other types of contractual terms that are impermissible in Is-
lamic law, such as the ‘sale of risk/uncertainty’ (sale of gharar) and oppressive and unfair
terms.

4) Enforceability (ilzam) and Obligation (iltizam)
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Enforceability:

Enforceability is a general effect for all contracts, without exception.
Every valid contract produces a specific obligation (iltizam) on one

of the contracting parties or specific reciprocal obligations between

them.®

5. Al-Zarqa, Mustafa. Al-Madkhal Al-Fight AI-Am. 1st ed. Damascus: Dar Al-Qalam, 1998, p.514.



The principle of obligation is very important in Islamic law because the specific type of obligation in
a contract determines whether the contract or a particular term within it is impermissible.

For example, a loan (gard) contract in Islamic law requires there to be a specific obligation on
the borrower to repay the capital amount. Where such an obligation exists, an obligation to pay
anything more than the capital amount is riba, which is impermissible.

It is important to distinguish a debt obligation from other types of non-debt financial obligations.
Let us take a Mudaraba (investment agency with profit share) contract as an example. In a Mudaraba
contract, one party provides all of the capital and the other provides all of the management or work.
So, for example, Investor A gives £100 to entrepreneur B and says:

“l appoint you as my Mudarib (investment agent). Use this £100 to buy apples and sell them at a
profit. We will share any profits achieved 50/50.”

In this Mudaraba contract, Islamic law requires that A, as the provider of the financial capital, must
take sole responsibility for any financial loss. B as the entrepreneur provides his/her effort and

if no profit is achieved, B stands to lose their effort. B is A's agent (wakil) in relation to A's £100 of
capital and A and B are partners (shuraka’) in relation to any profit generated.

If B buys apples for £100 and sells them for £120, the profit achieved is £20. As a result, when the
contract comes to an end, B has an obligation to (a) return A's £100 and (b) give A his share of
profit which is £10.

As you can see, the cash flows at the end of the Mudaraba contract look identical to the cash flows
in the example of an interest-bearing loan contract given in section 2(3) above. Let us have a look
at these side by side:

Interest bearing loan
contract Mudaraba contract
Step 1 A lends B £100 with an interest | A invests £100 in B's apple
rate of 10% per year. business for a year with a 50%
profit share.
If B's business fails, B still owes | If B's business fails, B owes A
A £100 plus interest. nothing.
B has a debt obligation to A. B has no debt obligation to A.
Step 2 At the end of the year, interest | At the end of the year, B makes
due to A on the loanis £10. a £20 profit, so A's profit share
is £10.
Step 3 At the end of the year, B has an | At the end of the year, B has an
obligation to pay A their capital | obligation to pay A their capital
of £100 plus £10 of interest. of £100 plus £10 of profit.

6. Al-Zarqa, Mustafa. Al-Madkhal Al-Fight AI“’Am. 1st ed. Damascus: Dar Al-Qalam, 1998, p.621.




Although the cash flows in step 3 above are identical in these two contracts, it is clear that the
interest-bearing loan is impermissible in Islamic law, whereas the Mudaraba contract is not
impermissible. What distinguishes these two contracts to result in one being impermissible and
the other not? The answer is the presence of a debt obligation from the outset in the interest-
bearing loan.

The above example illustrates how important it is to identify the specific type of obligation
produced by the terms of a contract before we can determine whether the contract contains
anything impermissible.

5) Form and substance

The ‘substance’ of a contract is the mutual obligations (iltizamat) which the parties intended to
produce from entering into the contract. The parties then try to document the substance of their
contract using words. These words are called the ‘form’ of the contract.

Most of the time, the form of a contract is consistent with its substance, in which case there is no
need to look behind the form at a potentially different substance.

Where the form of a contract contradicts its substance and they can't be reconciled, Islamic law
stipulates that the substance of the contract must prevail and not the form. This is expressed in a
well-known and widely accepted maxim:
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In contracts, consideration is given to the intentions [of the parties] and the substance,
not the words and the forms.”

This maxim applies when there is an unintentional (or perhaps intentional) contradiction between
the words in a contract (form) and what the parties actually intended to be actually enforceable
(substance).

Sometimes, the words in one part of a contract may contradict the words in another part of the
same contract and they cannot be reconciled. If this happens, we would need to decide which
words, and therefore which set of obligations, reflect the intention of the parties and are
enforceable and which are not. This will result in the contradictory wording being null and void
(batil), as though they did not exist.

7. Al-Zuhaylt, Wahbat. Al-Figh Al-Islamt Wa Adillatuhu. Damascus: Dar Al-Fikr, 1994. Vol. 1, p.161.



The books of Islamic law (figh) provide many examples of the above. For example, Wahbat al-
Zuhayl states:
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And this maxim means that some words can change a contract into a different
contract, if that is what the parties intended. For example, a ‘gift' on condition
of payment e.g. “l gift this to you on condition that you pay me that” is actually a
‘sale’ because this is the substance of a sale; and so it takes the ruling of a sale.
And a third party guarantee [of a debt] with a condition that the debtor cannot
be pursued by the creditor is actually a transfer of debt [to the third party] and
takes the ruling of a transfer of debt because it is in substance a transfer of
debt. And a transfer of a debt with a condition that the debtor can be pursued
by the creditor is actually a guarantee. And a loan of a non-monetary item
[such as a car] on condition of payment is actually a lease.?

It is clear from this analysis that the words that create actual enforceable obligations override
other contradictory words.

To illustrate this, let us look again at the example of an interest-bearing loan. For example, suppose
A says to B:
“I give you a loan of £100 at 10% interest per year.”

Both the words and the substance point to the fact that B has an obligation to pay back the
£100 along with another £10 of interest in a year's time. In this case, there is no conflict between
the words and substance. B owes A the £100 as a debt, so the additional £10 is riba, which is not
permissible.

But what if we have wording where there is a contradiction? For example, suppose A says to B:

“| give you a loan of £100 at 10% interest but you have
no obligation to ever pay anything back to me.”

Here, even though A has used the words “loan” and “interest”, it is clear that the words, “but you
have no obligation to ever pay anything back to me”, contradict the meaning of a loan. Since these
are the words that relate to obligation (iltizam), they override the words “loan” and “interest”. This
results in there being no obligation on B to pay anything back to A, and therefore there is nothing
objectionable in the above transaction (other than the confusing wording).

It is worth reiterating a point we made in section 2(3) above that where there is no obligation
(iltizam) to repay the capital amount of a “loan” as a debt, riba cannot arise or exist in relation to
the “loan”.

8. Al-Zuhayli, Wahbat. Al-Figh Al-Islami Wa Adillatuhu. Damascus: Dar Al-Fikr, 1994. Vol. 1, pp.161-162.



(3) Facts

For the purpose of Islamic law, the “facts” of the student finance contract are the obligations
(iltizamat) it produces that are binding and enforceable (mulzim) under English law.

In this section, a detailed analysis of the student finance contract and the legal obligations it
gives rise to has been carried out by an English qualified lawyer who is also a SharTah scholar with
extensive experience in the field of Islamic finance.

The facts relating to this case are:

1) the intentions (maqasid) of the people who created the student finance contract because
this tells us about the obligations (iltizamat) they intended to create; and

2) the words (alfaz) of the student finance contract and the enforceable obligations
(iltizamat) they actually produce.

1) The intentions (maqasid) of the creators of the contract

It is important to look at the intention of the drafters of the student finance contract because
the Islamic legal maxim we mentioned in section 2(5) above requires us to do this. Analysis of
the intention will help us understand what type of obligation (iltizam) the drafters intended to
produce from the wording in the contract.

The House of Commons Treasury Committee published a report on student loans by authority of
the House of Commons on 18 February 2018.° The report is quite clear about the intention of the
legislature, and we reproduce relevant sections of that report here.

“First, repayments are contingent on income... Student loans are therefore unlike typical bank
loans, and student loan debt is unlike other forms of debt.” (p.4)

“...the Institute for Fiscal Studies (IFS) forecasted that 83 per cent of graduates will not fully repay
their loans.” (p.4)

“Every pound of student loan debt that is not repaid represents a cost to the taxpayer” (p.4)

“This taxpayer contribution can be thought of as an investment in the country’s skills base and
productive capacity.” (p.4)

It is apparent from the above that the creators of the student finance contract did not intend

to create a debt obligation as we traditionally understand debt. Rather, they recognised that
student finance is an investment in people. Like an investment, and unlike a debt, the obligation
(iltizam) on students is contingent on income. Ultimately, as an obligation that is contingent on
income, student finance operates in the same way as income tax. The poor payback represents a
cost to the taxpayer.

The Treasury Committee’s report further states, quoting various experts:

“Former Universities Minister Jo Johnson said of the interest rate: It is a poorly understood feature
of the system. [...] Very few people understand the progressive nature of the interest rate—the
fact that it is the most graduate tax-like element in the system, in a way, in the sense that it is
progressive and it is redistributing resources from the highest earning graduates [...] to those who
are earning less.” (p.17)

9. House of Commons Treasury Committee. ‘Student Loans - Treasury Committee - House of Commons’, 2018.
https://publications.parliament.uk/pa/cm201719/cmselect/cmtreasy/478/478.pdf



“Dr Andrew McGettigan told the Committee that ... you have a loan scheme that is trying to
mimic a proportionate, if not a progressive, graduate tax”. (pp.21-22)

“Referencing the fact that student loan repayments are conceptually similar to an additional
tax on income but the terminology leads many not to think of it in that way, Professor Janet
Beer said: Nick Barr [Professor of Public Economics, London School of Economics] said a very
interesting thing in the lead-up to this change in the student funding system. He said that no parent
ever stayed awake at night worrying about how much tax their son or daughter would pay in the
future.” (p.30)

“Is it a graduate tax? ... Student loan repayments can be thought as sharing some conceptual
similarities to an additional tax on income. While students will leave university with a notional stock
of debt, this serves only to determine the length of time for which they will be required to
make repayments, not the size of the repayments themselves.” (p.31)

So if student finance operates effectively like a graduate income tax, and not a loan or debt, why
did the government not just call it a graduate income tax? The Treasury Committee’s report states
several reasons for this:

“In taking oral evidence, the Committee asked Lord Browne why his review did not propose the
introduction of a graduate tax:

[1] There was no evidence that the Treasury would permit hypothecation of a tax to a specific
activity. We asked them; they said, “We have no statement to make on this"—i.e. they would not do
it.

[2] Secondly, there is the amount of time it would take to build up revenue, because the taxation is
for students, and we would have a lot of time to build up the needed revenue.

[3] The third thing was that it went against the question of, “Can you use the mechanisms involved
with students paying to make sure that quality is maintained and improved?” It would just be a tax,
and everyone could get away with whatever they wanted to do as long as they paid the tax...

[4] Lord Willets added: [A tax will] create perverse incentives for students who are going to do

a course that is strongly associated with higher pay to go and study abroad, because you have
removed the link between the amount you repay and your specific higher education. Being a
graduate of an English university means that you are saying, “I am going to have a lifetime of income
tax at whatever rate is higher”, massively more than the actual cost, so it suddenly becomes a
bargain to pay to go and study abroad, and that would be very unfair on our universities.”

[5]1 When asked by the Committee if it would be beneficial to introduce a time-limited graduate

tax, Dr Helen Carasso said: If you did that it might be easier in the simple accounting methods, but
it raises quite a lot of questions about where the money would go and how the funding would go
through into the system and institutions. You would go back to some sort of teaching grant model.”
(PP.31-32)

It is clear from the above that a major reason why the government decided to call it a “loan” and not
a graduate income tax is the operational complexity of merging the student finance and income tax
systems. In particular, the difficulty of collecting a graduate tax from graduates who go abroad to
work and become tax domiciled outside the UK. The government also wanted to encourage certain
psychological and behavioural outcomes and discourage others. In particular, some have argued
that the government wanted graduates to believe that they are in debt (even if they are not) in
order to encourage graduates to “pay off” the “debt” sooner and reduce the cost of the system on

the taxpayer.



2) The words (alfaz) of the student finance contract and the obligations (iltizamat) it
produces

The student finance contract is made up of three separate documents:

1. The Terms and Conditions (See Appendix 1).
2. Student Loans: a guide to terms and conditions (the “Guide")."°
3. The Education (Student Loans) (Repayment) Regulations 2009 (the “Regulations”)."

Let's have a look at the words of the contract.
The Terms and Conditions state:

| agree that | will repay the Lender any loan(s),
together with all and any interest, penalties
and charges which apply. | understand that
this repayment will be due by me to the Lender
as a debt.
(Clause 11)

The Guide explains that the “interest” rate depends on which “repayment plan” applies to the
student. The Guide refers to repayment plans 1, 2 and 5.

The “interest” rate for repayment plan 1 is “the RPI of the previous March, or 1% above the highest
base rate of a nominated group of banks (Bank Base Rate), whichever is lower”. (RPI means the
Retail Price Index).

For repayment plan 2, itis RPI plus 3% while the student is still in education and then varies between
RPI only and RPI plus 3% depending on the level of the student’s income.

For repayment plan 5, it is set at RPI only.

The above words on their own suggest that this contract creates a “debt” liability. In the absence of
any terms that contradict and override these terms, we would conclude that this “loan” is a debt,
and the “interest” is prohibited riba.

However, the Guide makes other statements which appear to contradict the above words. These
are:

“How much you repay depends on your income, not what you borrow.”

“You'll repay 9% of your income over the repayment threshold, ... If your income changes, either
rising or falling, your repayment amounts will automatically change to reflect this.”

“There are circumstances where your student loan may be cancelled and you'll never have
to pay it back, such as if you die before you pay the loan off or if you become disabled and
permanently unfit for work.

10. Student Loans Company. ‘Terms and Conditions of Student Loans’. GOV.UK, 18 March 2022.
https://www.gov.uk/guidance/terms-and-conditions-of-student-loans.

11. The Education (Student Loans) (Repayment) Regulations 2009'. King's Printer of Acts of Parliament, 2009.
https://www.legislation.gov.uk/uksi/2009/470/made.


https://www.gov.uk/guidance/terms-and-conditions-of-student-loans
https://www.legislation.gov.uk/uksi/2009/470/made

Your loan will also be cancelled after a certain period of time if you've not already paid it off in
full. The length of time depends on the rules at the time you took out your loan.” 2

We observe that how much a graduate “repays” depends on their income, not what they
“borrow”. This breaks the link between the “repayment” and the “loan” and the “interest”. This
delinking results from the following conditions:

1. The graduate’s only obligation (iltizam) is to pay 9% of any income above a
threshold if earned. If the graduate does not have any income, they would not be liable
to pay anything. This applies regardless of why the graduate does not have an income.
Reasons include becoming disabled and permanently unfit for work, being unable to get a
job and simply choosing not to work.

This means that the graduate has no obligation (iltizam) to pay anything from their wealth
which was not derived from income during the term of the contract, even if they are very
wealthy. For example, wealth contained in a family trust, wealth the graduate owned
before the contract and inheritance does not count as income.

2. The “loan” is cancelled i.e. the graduate has no further obligation (iltizam) to make
any payment:

a. if they die; or
b. after a specified period of time e.g. 30 years.

These two conditions result in the “loan” and “interest” having no connection to what or how
much the graduate “repays”. In practice, as the Treasury Committee’s report observed on page
31, the “debt” only determines the length of the contract i.e. it allows the contract for some
graduates to be cancelled early. The Treasury Committee’s report explains that this is because

the “debt” (i.e. the “loan” and “interest”) is only “notional” and does not determine “the size of the
repayments themselves”. In practice, this means that there is no obligation under English law to
“repay” the “debt”. *

12. When the “loan” is cancelled depends on the repayment plan.

For graduates on repayment plan 1 who took out the “loan” before 1 September 2006, it will be cancelled at the age of 65. For
graduates on repayment plan 1 who took out the loan on or after 1 September 2006 but before 1 September 2012, it will be can-
celled 25 years after the April when they first became due to start making repayments.

For graduates on repayment plan 2 and those who took a Postgraduate Loan, it will be cancelled 30 years after they first became
due to start making repayments.

For graduates on repayment plan 5, it will be cancelled 40 years after they first became due to start making repayments.

13. https://publications.parliament.uk/pa/cm201719/cmselect/cmtreasy/478/478.pdf


https://publications.parliament.uk/pa/cm201719/cmselect/cmtreasy/478/478.pdf

(4) Analysis

Let's apply the principles of Islamic law to the facts of the student finance contract we have identified above.

4.1 Analysis on the type of obligation (iltizam)

Our first task is to identify the type of obligation (iltizam) created by the student finance contract.
Specifically, does the contract impose upon the student an obligation to repay the capital amount of a

loan (gard) i.e. does it actually create a debt (dayn)?

This is the most important question from a SharTah perspective. As stated in section 2(3) above, where
there is no obligation to repay the capital amount of a “loan” as a debt, riba cannot arise or exist in
relation to the “loan”.

Now, we have observed that the student finance contract contains words that appear to contradict each
other.

On the one hand, parts of the contract contain the words “loan”, “debt” and “interest”, which appear to
suggest that the graduate has a debt obligation.

On the other hand, the payment obligations of the contract make it clear that:

1. The graduate is only obligated to pay a percentage of their income if earned. The student is not
obligated to pay anything from wealth. This is totally different to a debt which would attach to
the graduate’s wealth and personal liability (dhimma).

2. If the graduate dies, there is no liability attached to their estate. This is totally different to a
debt which would pass on and become payable from the graduate’s estate.

In this situation, we are required to apply the SharTah principle stated in section 2(5) above. This principle
says that where there is a contradiction between the substance of the contract and the words of the
contract, the substance must prevail.

So how do we decide what the substance of the contract is?

To determine this, we need to remind ourselves that the substance of a financial contract, according to
the SharTah maxim in section 2(5) above is the actual enforceable financial obligations (iltizamat
maliyya) which the creators of the contract intended, and which are actually produced by the contract
(its ma'ani).

As for the intention of the legislators, who created the contract, we have seen that they intended to
create an income contingent liability attached to income (like an income tax) as opposed to a debt liability,
which would attach to the graduate’s person (dhimma).

As for the enforceable financial obligations (iltizamat maliyya) that are actually produced, because this
analysis relates to a financial liability, some scholars conclude that it is the language relating to
the actual income contingent payment obligations that are enforceable, and not the language
relating to “debt” and “interest”. These scholars conclude that since there is no debt (dayn), riba cannot
arise in the contract.

Other scholars are of the view that the presence of the words “loan” and “interest” in the contract render
the contract impermissible. These scholars do not consider the income contingent payment obligations
(iltizamat maliyya) to prevail over these objectionable terms.



We can illustrate the position of the scholars who conclude that there is no debt obligation in
the contract, with the following two example contracts:

Contract 1
Asays to B:

“| give you £100 to pay for your
education. This is a loan with an interest
rate of RPI + x%. You owe me this money
as a debt, and you must repay this loan.

However, regardless of what | just said
above, the following will apply:

You owe me nothing except 9% of any
income you earn above £25,000 for a
period of 40 years and you owe nothing
if you die or become disabled and
permanently unfit for work.

If you don't have any income, you owe
me nothing.”

Contract 2
Asays to B:

“l give £100 to pay
for your education.

The following will apply:

You owe me nothing except 9% of any
income you earn above £25,000 for a
period of 40 years and you owe nothing
if you die or become disabled and
permanently unfit for work.

If you don't have any income, you owe
me nothing.”

We observe from the above that:

* The substance of the above two contracts is exactly the same and neither of them results in
the student having a debt liability, even though Contract 1 contains the words “loan”, “debt”,
and “interest”.

* Since the two contracts have the same substance, Islamic law will give them the same

treatment (hukm) according to the “form versus substance” principle explained in section
2(5) above.

 Contract 2 does not contain riba and therefore, Contract 1 also cannot contain riba.
Now, if the student “loan” is not a debt and does not contain riba, we would have to conclude that
the contract is permissible on the basis of the “assumption of permissibility” principle explained in
section 2(1) above.

4.2 Analysis of the “interest” provision in the contract

The student “loan” contract states the applicable “interest” to be between RPI and RPI + 3%. RPI
means the Retail Price Index.

We observed above that the “interest” provision contained in the contract does not affect how

much the student is liable to pay at any time. How much the student is liable to pay at any time
is 9% of anything they earn above the applicable threshold until the end of the term and nothing

more.



So, what effect does the “interest” actually have on the contract?

We saw above that the Treasury Committee’s report observed on page 31, that the “debt” (i.e. the
“loan” and “interest”) is only “notional”, which means that it is not in and of itself “repayable”. The
Treasury Committee’s report further observed that the “debt” only determines the length of the
contract i.e. it allows the contract for some graduates to be cancelled early.™

Upon analysis, we find that the “interest” on the loan accrues but is not payable since the contract
only contains an income contingent payment obligation that is not connected to the “interest”

in any way. The only impact that the “interest” has on the contract is to determine whether the
contract will in some circumstances end early e.g. before the age of 65 or before the 30- or 40-year
term.

We illustrate this with the following simplified scenarios which are based on repayment plan 2, the
average UK student “loan” of £40,000" and assuming that salaries increase by 3% per year'® over a
term of 30 years:

Starting 2AIAGL Term
Salary level sala salary at (years)
vy year 30 y

Low £15,000 £35,000 30
Below £20,000 £45,000 30
average

Average (UK) £25,000 £60,000 30
Above £30,000 £70,000 30
average

High £40,000 £95,000 29
Very high £50,000 £120,000 20

Analysis:

e Most graduates who will earn between ‘low’ and ‘above average’ salaries are expected to
have a full 30-year term. For these students, the “interest” which accrues has no material
effect on the length of their contract.

e Graduates with ‘high’ and ‘very high’ salaries are expected to have a term less than 30
years. For these students, the “interest” which accrues operates to shorten the length of
their contract, resulting in them paying less than if their contract ran for the full 30 years.

14. https://publications.parliament.uk/pa/cm201719/cmselect/cmtreasy/478/478.pdf

15. Bolton, Paul. ‘Student Loan Statistics’, 2 January 2024. https://commonslibrary.parliament.uk/research-briefings/sn01079/.
16. This is based on data obtained from the Office for National Statistics which shows that average salaries in the UK have grown
between 1% and 3% over the last ten years. We have rounded this up to 3% to take into account promotions. We did not use
growth figures for real salary (adjusted for inflation) because students pay 9% of their total salary above the threshold.

Smith, Roger. ‘Average Weekly Earnings in Great Britain - Office for National Statistics’, 2020. https://www.ons.gov.uk/
employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/averageweeklyearningsingreatbritain/

december2020#measuring-the-data.
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4.3 Unfairness or oppression

Does the contract contain oppressive terms?

In the above table we illustrate how much graduates are likely to pay over the course of the
term of the financing:

Startin Expected Term Total

Salary level salar g salary at (years) expected

y year 30 y payment
Low £15,000 £35,000 30 £4,000
Below £20,000 £45,000 30 £17,000
average
Average (UK) £25,000 £60,000 30 £35,000
Above £30,000 £70,000 30 £56,000
average
High £40,000 £95,000 29 £88,000
Very high £50,000 £120,000 20 £70,000

Analysis:

Most graduates who will earn between ‘low’ and ‘average’ salaries are expected to pay less
than the original amount of their student “loan” over the 30 years.

Only graduates with between ‘above average’ and ‘very high’ salaries are expected to pay
more than the original amount of their student “loan”. These students are more than able
to afford this as they will only pay 9% of their salary above £26,575 each year on repayment
plan 2.

Graduates who earn high salaries are expected to pay more in total than graduates who
earn ‘very high' salaries, mainly because the “interest” rate shortens the term significantly
for ‘very high’ earners.

Interestingly, a higher “interest” rate would not affect how much ‘low’, and ‘above average’
earners pay in total because those earners would simply complete the full term of 30 years.
However, a higher “interest” rate would mean that ‘high’, and ‘very high’ earners would also
complete the full 30 years like the lower earners and pay more in total in a manner that is
consistent with a progressive graduate income tax.

We note the regressive effect of repayment plan 5, which extends the term of the contract from
30 to 40 years and lowers the income threshold at which income contingent payments start.

This has the effect of graduates on lower incomes paying more in total than they did previously,
while higher earners will be less affected by the change. We are concerned that repayment plan 5
operates like a more regressive income tax, which has a disproportionate negative impact on
lower income students generally and Muslim students in particular.

It is important to remember that taking out student finance is a big financial decision. Students
should consider carefully how much they are likely to pay over the term of their finance and
whether the higher education course for which they are taking out student finance represents a
good financial decision.



4.4 Voluntary payments
The Guidance states:
“You can also make additional voluntary repayments to SLC at any time""”

This means that the student can voluntarily pay the outstanding “loan” and all accrued and
outstanding “interest” amounts to the Student Loans Company at any time and end the contract
early.

Below, we provide a response to this issue from the scholars who are of the view that the student
“loan” contract is permissible.

From a SharTah standpoint, the important word here is “voluntary”. Riba arises where there is:

(a) a debt and an obligation (iltizam) to repay that debt, and
(b) an obligation (iltizam) to pay an additional amount on top of the debt.

Here, neither of the two above conditions are fulfilled.

Firstly, the analysis above showed that there is no debt (dayn) liability in the student “loan”
contract, neither in relation to the “loan” amount nor the “interest”.

Secondly, even if there was a debt in relation to the loan amount, a voluntary payment of “interest”
on top of the loan would not be ribawt because of the lack of obligation (iltizam), which is required
for a payment to be ribawt. The Prophet Muhammad (saw) once borrowed money and when he
returned it, he made a voluntary payment of an additional amount on top of the loan:

Narrated by Jabir b. ‘Abd Allah:

“l went to the Prophet while he was in the Mosque. After the Prophet told me to pray two raka'at,
he repaid me the debt he owed me and gave me an extra amount.”®

4.5 Default by the student

If the student defaults on their obligations in the contract, in some situations the “loan” plus
“interest” and any penalties can become immediately due. The Guide states:

“If you don't give SLC accurate and up-to-date information, you may have to pay a penalty charge
or repay the loan and any interest and penalties in one lump sum.

If you have a Plan 2 loan (see section 5) and don't keep in touch with us, or don't let us know of any
changes to your personal details, an interest rate of RPI plus 3% will normally be applied to your
loan whatever your income.” '°

17. https://www.gov.uk/government/publications/student-loans-a-guide-to-terms-and-conditions/student-loans-a-guide-to-terms-
and-conditions-2024-to-2025

18. Sahih Al-BukharT Volume 3, Book 41, Number 579
19. https://www.gov.uk/government/publications/student-loans-a-guide-to-terms-and-conditions/student-loans-a-guide-to-terms-
and-conditions-2024-to-2025


https://www.gov.uk/government/publications/student-loans-a-guide-to-terms-and-conditions/student-loans-a-guide-to-terms-and-conditions-2024-to-2025
https://www.gov.uk/government/publications/student-loans-a-guide-to-terms-and-conditions/student-loans-a-guide-to-terms-and-conditions-2024-to-2025
https://www.gov.uk/government/publications/student-loans-a-guide-to-terms-and-conditions/student-loans-a-guide-to-terms-and-conditions-2024-to-2025
https://www.gov.uk/government/publications/student-loans-a-guide-to-terms-and-conditions/student-loans-a-guide-to-terms-and-conditions-2024-to-2025

The Guidance further states:

“By law, you must repay your loan in line with the loan contract and regulations. If you don't make
repayments, SLC have the right to take legal action to recover your debt. This means SLC can get a
court order to make you repay the total debt plus interest and penalties in a single payment.

This can be enforced through the courts as a civil debt, whether you're in the UK or living abroad,
and you'll be responsible for all costs, including legal costs."

In these situations, the graduate can become obligated to pay the outstanding “loan” and all
accrued and outstanding “interest” amounts to the Student Loans Company.

Below, we provide a response to this issue from the scholars who are of the view that the student
“loan” contract is permissible.

The obligation to pay the outstanding “loan” and all accrued and outstanding “interest” amounts is
a contingent liability as opposed to an absolute liability. It only arises if the student defaults either
by failing to make the contractual income contingent payments or by failing to disclose their true
income. The Sharrah makes it clear that Muslims must fulfil their contracts:

25380, i30T T g

O you who believe, fulfill your contracts!
(Al-Ma'idah 4:1)

So, in principle, a Muslim graduate should never be in this position.

Even if they do find themselves in this position, would the obligation to pay the outstanding
“loan” and all accrued and outstanding “interest” amounts be ribaw? No. Because this payment

is not obligated in the contract initially, and is contingent on breach of contract, from a Sharrah
standpoint it is actually a payment of damages for breach of contract as opposed to riba paid on a
debt.

4.6 Construing the student “loan” contract

So, if according to some scholars the student finance contract is not a ribawi loan under SharTah,
what is it?

According to the Islamic law principle of “presumption of permissibility” stated in section 2(1)
above, it is not necessary to look for reasons why the student “loan” contract is permissible.
Instead, the only requirement is to check whether the contract contains anything that is not
permissible. In fact, we are not even required to give the contract a name or try to fit it into any of
the types of traditional contracts named in the books of Islamic law.

Some of the scholars who have analysed the student “loan” contract and have identified that it is

not a debt, have suggested that it is similar to a Mudaraba contract. However, it is important to
remember that this discussion of “what the contract is” has no relevance to whether the contract
is permissible or not. Permissibility is solely determined by whether or not the contract contains
any prohibited element.

20. https://www.gov.uk/government/publications/student-loans-a-guide-to-terms-and-conditions/student-loans-a-guide-to-terms-

and-conditions-2024-t0-2025
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4.7 Offensive contractual wording?

It is important to mention here that despite the above analysis, both Sharrah scholars and
members of the Muslim community find the description of the contract as a “loan” and the use of
the words “debt” and “interest” in the contract to be objectionable and offensive to their faith. This
continues to make them feel marginalised and excluded.

Moreover, there are both scholars and members of the Muslim community who continue to have
deep reservations about the student finance contract because it contains the words “loan”, “debt”
and “interest”. The SharTah analysis we have provided above is highly technical, and many may
conclude that the contract is not SharTah compliant based on a literal reading of the words: “loan”,
“debt” and “interest” in the contract.

Evidence shows that there are and will continue to be, many Muslim students and Sharrah
scholars who advise those students who believe that the student finance contract as it stands,
is not SharTah compliant. It is imperative that the Government provides its promised Alternative
Student Finance contract that is certified to be SharTah compliant, and which will address the
financial exclusion that Muslim students are currently facing.

4.8 Changes to the Regulations
The Guidance states:
“When you take out a student loan you must agree to repay your loan in line with the regulations

that apply at the time the repayments are due, subject to the regulations being amended from
time to time."

This means that the terms of the “loan” can change if the Regulations are amended in the future. If
any such amendment were to result in a material change to the facts upon which any legal and/or
Sharrah analysis is based, such analysis would need to be reconsidered.

21. https://www.gov.uk/government/publications/student-loans-a-guide-to-terms-and-conditions/student-loans-a-guide-to-terms-
and-conditions-2024-to-2025
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Section B: Survey Analysis

Between the 15th and 27th August 2020, BBSI organised a survey to understand the current
viewpoints of Imams and Scholars in the UK on student finance. The survey was targeted to its
internal members and other imams and scholars belonging to the target audience.

205 people participated in the survey, and it showed the diversity of opinions within the scholarly
community, and why a summary paper clarifying different perspectives is needed.

The first question showed that there was a clear divide within the scholarly community upon these
issues, with an almost equal split between those who regard student loans as halal versus haram.
Approximately a fifth of respondents were still unsure and undecided about the issue.

Q1
You view student loan to be:

Answered: 205  Skipped: 0

Halal / Allowed

Haram /
Prohibited

Unsure

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

ANSWER CHOICES RESPONSES

Halal / Allowed 43.90% 90
Haram / Prohibited 38.05% 78
Unsure 18.05% 37
TOTAL 205



Q2 Q
Halal / Allowed Permitted
Answered: 106 Skipped: 99
rom 8 magasid _ Even amongst those who believed the
perspecte - student loans were permissible, the
. . reasons were various. Some felt that
it was permissible for more than one
o aan reason.
N Itisnota
ribawi loan...
61% argued from a maqgasid (overarching
o ey - Shartah objectives) perspective. This
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impermissible, but due to widespread
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From a magasid perspective due to widespread hajjah 61.32% 65 neceSSIty-
Ribawi contracts are valid in non Muslim lands 8.49% 9
It is not a ribawi loan contract but a form of graduate tax/ income share agreement. 28.30% 30 . .
Iz is no:aribawi loan conzraci an; thereforegfalls urt\d;rgeneral permissibgility t 3019% 32 28% tOOk the Vlew that It Was 'a graduate
Other (please specify) Responses 16.98% 18 taX and 30% felt |t WaS nOt a rlbaWT |Oan.
Total Respondents: 106
Q3
Haram / Prohibited

Prohibited

For those who felt that it was prohibited,
the overwhelming majority (90%) felt
that it was a ribawt transaction, and
thus prohibited. There is an interesting
bifurcation as to whether or not the
student loan is ribawr.

Q4
Undecided

Answered: 45 Skipped: 160

I don’t know
because I...

e _

Other (please
specify)

60% 70%  80%  90% 100%

ANSWER CHOICES RESPONSES
I'm undecided 40.00% 18
I don’t know because | haven’t researched it 40.00% 18
Other (please specify) Responses  26.67% 2

Total Respondents: 45
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transaction

We should
discourage...
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Other (please
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Ribawi transaction 90.11%

No overwhelming need 17.58%

We should discourage people from going to university 110%

Other (please specify) Responses 21.98%

Total Respondents: 91

Undecided

Amongst those who were undecided were
those who were still to form an opinion (40%)
and those who had yet to research it to their
satisfaction (40%.)

The survey results confirmed the need for
this research paper in order to clarify varying
opinions and their bases.



Section C: Socio-economic considerations

By many socio-economic measures, British Muslims come from some of the most disadvantaged
ethnic minority communities. For example, over 60% of British-Pakistani and Bangladeshi
households are in poverty, compared to 20% of White households - and have the highest
proportion of school leavers without any qualifications (Modood, 2006). A 2009 report by the
Department of Communities and Local Government found that “Somali-born migrants have the
lowest employment rate of all immigrants in the UK. Levels of education within the community are
also low, with 50% having no qualifications and only 3% having higher education qualifications."?

Whilst education has historically been seen as the route to climb the social ladder, the
consideration in pursuing a degree requires much further thought since the trebling of tuition
fees.

From a purely financial perspective, having a degree makes sense. According to the latest official
statistics, graduates in 2019 earned a median salary of £34,000, while non-graduates earned only
£24,000.2

If we look at specific communities, some students will benefit from a bigger wage premium than
others e.g. white graduates earned a median salary of £35,550, compared with £25,500 for black
graduates. The graduate gender pay gap has also widened slightly since 2016, with the median
salary for graduate men rising by £1,500 more than for women. Furthermore, a study from the
University of Oxford recently showed that Black and Asian applicants have to send almost twice as
many job applications as white applicants before they get a response.?

Structural racism and Islamophobia exist in the workplace and we must act together to tackle this
if we are serious about the economic stability of our communities. Alongside the potential financial
benefits, the intangible value of an education needs to be considered with regards to the long-
term impact it will have.

22. Muir, Hugh. ‘Somali Community in Britain Begins to Find Its Voice'. The Guardian, 21 February 2012, sec. Society.
https://www.theguardian.com/society/2012/feb/21/somali-community-britain-finds-voice.

23. Packham, Alfie. ‘Is a British University Degree Really Worth It Any More? The Guardian, 12 August 2019, sec. News.
https://www.theguardian.com/news/2019/aug/12/is-a-british-university-degree-really-worth-it-any-more.

24. Packham, Alfie.‘Is a British University Degree Really Worth It Any More? The Guardian, 12 August 2019.
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Section D: Recommendation to Muslim students

We have tried to present to you the two main bodies of Islamic legal opinion relating to the
student “loan” contract in simple and plain English. We hope that you have understood the
positions and the reasoning provided.

It is for you to make an informed decision based on your understanding of the Islamic legal
positions and your own personal circumstances.

We recommend that you speak to people of knowledge in your community who are trained in
Islamic law and financial matters to obtain their advice and counsel.

We hope that we have given you the information and tools you need to make the right decision for
yourself.

The two opinions presented in this paper, one of prohibition and one of permissibility are both
well established.

It is legitimate for any individual Muslim who reads this research to follow either opinion. We
recommend that they refer to their local religious scholars to discuss any concerns or clarifications
that they require.

Regardless, there should be no rebuke on followers of either opinion from the other side - as they
are both following legitimate ijtihad (jurisprudence).

We have some general guidance which should be borne in mind as you consider your future
career and principles to be considered as you decide which path to pursue.

If you still believe it is haram to take a student loan, there are some other options available.
Consider the following:

* taking a year-out and saving the required funds before going to university;
» applying for an apprentice programme that helps develop your skills on the job.%

* entering the workforce and doing a professional qualification through your job or privately
e.g. accounting qualifications;

* working in a full-time job and pursuing a degree part-time;
» applying for bursaries and scholarships where available;
» searching for additional schemes such as those offered by EdAid;* and

* borrowing money from family and/or friends.

25. See: https://www.bbc.co.uk/news/articles/c51xenx7pvqo.amp for guidance on apprenticeships
26. See: https://edaid.com/


https://www.bbc.co.uk/news/articles/c51xenx7pvqo.amp for guidance on apprenticeships
https://edaid.com/

Section E: Recommendation to government and policy

makers

Although there is a body of scholars who find nothing that is prohibited by Islamic law in the

student “loan” contract, the use of words such as “loan”, “debt”, “interest” etc. in the context of
student finance is objectionable to Muslims and also causes confusion among Muslims students.

There is also a body of scholars who take the view that the use of terms such as “loan”, “debt”,
“interest” etc. in the student “loan” contract render it impermissible for Muslims. These scholars
have a following among many Muslim students.

As a result, every year, many Muslim students decide to opt out of obtaining a student “loan”
altogether, which means that they are financially excluded. More seriously, many Muslim
students decide to partially or wholly opt out of obtaining higher education. This results in them
underachieving and being educationally excluded and marginalised.

Muslims are almost twice as likely to be under the age of 15 compared to the overall population,
yet 46% of Muslims live in the top 10% of the most deprived Local Authority areas of England. Only
5.5% of Muslims are members of the professional and managerial classes and are the least likely
social group to work in senior professional roles.?’

Currently, there is a genuine opportunity cost to society as Muslims are not fully afforded the
opportunity to contribute to the community as a result of being excluded from certain professions
and the wider workforce. This is a big issue that will only continue to deteriorate if no action is
taken.

According to the latest Census data, almost 1 in 10 babies and toddlers in England and Wales are
from a Muslim background. It is our hope that they will grow up being able to fully participate

in society without an extra set of financial hurdles preventing them from achieving their full
potential.

We strongly recommend that the UK Government consider providing an “alternative finance”
version of the student “loan” contract which replaces the words that are objectionable to Muslims
with words that are neutral. This will be in line with the government’s stated policy objective of
ensuring financial inclusion for all British citizens and creating a level playing field for all.

27. British Muslims in Numbers - MCB (2015). https://www.mcb.org.uk/wp-content/uploads/2015/02/MCBCensusReport_2015.pdf.
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Section F: Final thoughts from the BBSI

BBSI's role in addressing the need for student finance that is consistent with the faith
requirements of Muslims is crucial. BBSI recognises the profound and multifaceted psychological
impact on Muslim students who are unable to access SharTah-compliant student financing. Here
are some key aspects of this impact:

Financial Stress and Anxiety:

The inability to access traditional student loans can create significant financial stress and
anxiety. Many students rely on loans to cover their tuition fees and without a Sharrah-compliant
alternative, they may face uncertainty about how to fund their education.

Educational Barriers:

Some Muslim students may be deterred from pursuing higher education altogether because they
cannot access interest-based loans. This can limit their educational opportunities and hinder their
career prospects, leading to feelings of frustration and hopelessness.

Cultural and Religious Identity:

For many Muslim students, their faith is a central aspect of their identity. Being forced to engage
with financial systems that conflict with their religious beliefs can lead to feelings of inner conflict,
guilt, and a sense of compromise.

Social Isolation:

Seeing that their peers can access traditional loans while they cannot, Muslim students may feel
socially isolated. Furthermore, they might be unable to participate in certain social activities or
experiences that require financial resources, leading to a sense of exclusion.

Psychological & Spiritual Impact:

The cumulative stress and anxiety resulting from these factors can take a toll on the psychology
of Muslim students. It may lead to worry, sadness, and anxiety, and even low self-esteem as they
struggle to reconcile their educational aspirations with their religious beliefs.

Family and Community Pressure:

Muslim students may face pressure from their families and communities to adhere to their faith’'s
principles, which can amplify the stress associated with the unavailability of SharTah-compliant
loans.

Long-Term Consequences:
The inability to access education due to financial constraints can have long-term consequences on
a student’s career and life prospects. This can create a sense of disillusionment and regret.

In conclusion, the psychological impact of not having access to Sharrah-compliant student finance
extends beyond financial concerns. It affects students on a personal, cultural, and emotional level,
potentially leading to a range of mental health challenges. Addressing this issue by providing
suitable financial alternatives is essential to ensure that Muslim students can pursue their
educational goals without compromising their faith or well-being. BBSI recognises the importance
of offering solutions that align with both religious principles and educational aspirations, thereby
alleviating this psychological burden. BBSI also exemplifies the importance of organisations

that gather and amplify diverse voices. This approach enriches decision-making, upholds
accountability, and ensures well-rounded and reliable guidance. Through collaborative efforts,
BBSI provides a nuanced Islamic perspective on issues relating to student finance, drawing from
tradition to face the financial challenges of the present age.
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Appendix 1

Terms and Conditions of the student “loan” contract

These terms and conditions (“terms”) and applicable
legislation apply to all of the student finance available
to students for the academic year 2023/24.

| understand that | must read the specific terms about
the student finance products available because they
will affect me if | apply for them at any time in this
academic year.

Loan Contract

1. | confirm | have read and understood these
terms and A Guide to Terms and Conditions
available at www.gov.uk/studentfinance

2. | confirm that to the best of my knowledge and
belief, the information | have provided is true
and complete. If it is not, | understand that |
may not receive student finance, any support
| have had may be withdrawn and | could be
prosecuted.

3. | understand that student finance is provided
to me by the Secretary of State for Education
(the “Lender”) which includes any persons
acting on his/her behalf and any replacement(s)
under section 23(4) of the Teaching and Higher
Education Act 1998 as amended or replaced
from time to time
(the “Act”).

4. | understand these terms, the Act and the
regulations made under section 22 of the Act
will apply to any student finance provided to
me by the Lender.

5. lunderstand that “student finance” in these
terms means financial support by way of
grant(s) and/or loan(s) made by the Lender
under the regulations.

6. | understand that the Student Loans Company
Limited (“SLC”) carries out certain functions on
behalf of the Lender.

My Obligations
7. lunderstand that if | have:
() reached the age of 18 years; and
(i) have entered into agreement(s) for a loan
under section 22 of the Act before | reached
the age of 18 years,
| am agreeing to “ratify” any and all such
student loans by signing these terms.
This means that | confirm | entered into

10.

11.

12.

13.
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agreement(s) with the Lender and agree to

the terms of any such previous agreement(s).

If | have reached the age of 18 and refuse to
“ratify” any previous agreement(s), | understand
that | will not be eligible to get any further
student finance under the regulations.

| agree to give SLC any information they

need in support of this application for student
finance and to seek repayment.

| agree to tell SLC immediately if my
circumstances change in any way that might
affect my entitlement to student finance. |
understand that if | do not do this | may not get
any further payments and | may have to repay
the student finance | have already received. |
agree that from the date | submit my student
finance application until my loan(s), together
with all and any interest, penalties and charges
which apply, is fully repaid | must tell SLC
about any changes in my personal details
(including my National Insurance number) and
contact details | have provided.

| agree that if | get an overpayment of student
finance, | need to repay this in full and that any
overpayment may be taken from any future
entitlement to student finance.

| agree that | will repay the Lender any loan(s),
together with all and any interest, penalties
and charges which apply. | understand that
this repayment will be due by me to the Lender
as a debt. If | breach any of the terms of my
loan, | agree to pay any charges and penalties
which apply under the Act and the regulations.
| understand that | will repay my loan(s) through
the United Kingdom (“UK”) tax system and/or

| may repay SLC directly. If | live abroad, | will
repay my loan(s) to SLC directly.

| agree that any loan(s) made to me in
accordance with the regulations once my
application is accepted by the Lender is a/

are contract(s) between me and the Lender. |
understand that | am liable for my loan(s) and
will be charged interest from the first payment
of the loan advance by the Lender.

| agree to tell SLC if | leave the UK to live
outside the UK or if for any other reason | am
outside the UK tax system for more than three
months.



Legal Action and Applicable Law 21.

14. In the event of any legal action, | agree that the
laws of England and Wales will apply and that
the courts of that part of the UK will hear any
legal action. If my address is outside the UK the 22.
laws of the part of the UK where my education
provider is situated will apply and the courts of
that part of the UK will hear any legal action.
| agree that the Lender has the right to take
legal action against me in any other court with
jurisdiction.

Sharing Information

15. If I am in breach of these terms and/or the
regulations | agree that the Lender may share
information held about me and my account
with third parties, including the government or
a government agency of another country, who

| understand that if | do not take up my
childcare, or if | change to a childcare provider
who is not registered or approved, | will have to
pay back any overpayment.

| confirm that neither | nor my husband, wife,
civil partner or cohabiting partner have chosen
to receive support for childcare from:

(i) the childcare element of Working Tax Credit;
(i) the childcare element of Universal Credit;
(i) Tax-Free Childcare; and/or

(iv) the NHS Bursary Childcare Allowance;

and | agree to tell SLC immediately if | or my
husband, wife, civil partner or cohabiting
partner does receive this support. | understand
that SLC may share my personal data with
HMRC to check whether | get childcare
support.

may help to locate me and/or help take action Alternative Funding

to recover any payments | owe. 23

16. | confirm where | have provided any personal
information about any other person in my
student finance application, | have done so with
their consent.

17. | understand that SLC will process my personal
data in line with the Privacy Notice available
at www.sfengland.slc.co.uk/privacy-notice
which may be updated from time to time.

Disabled Students’ Allowance (“DSA”)

This section applies if | apply for DSA this
academic year.

18. | understand that any equipment | receive
through DSA must be used for my course of
study and that | am responsible for paying any
repair costs.

19. | understand SLC reserves the right to pay
the suppliers of any approved equipment and
support directly. | will be notified if SLC will
make payments directly to suppliers on my
behalf.

Childcare Grant (“CCG”)

This section applies if | apply for CCG this
academic year.

20. | understand and agree that in order to
receive any CCG, SLC may share my personal
details and my children’s details with a
contracted third party who will be handling the
administration of CCG on behalf of SLC.

| confirm that | am not studying on my course
as part of an apprenticeship.

SFE/HE/OTC/2324



BBSI extends heartfelt gratitude to Wahed Invest, Gift Foundation, Zakat Aid and Pfida for their
generous support in producing this guidance paper. These organisations played a vital role

in facilitating a national academic symposium on student finance in the UK, engaging various
stakeholders, imams, scholars, and Islamically literate academics.

Wahed Invest:

Wahed is a digital Halal investing platform dedicated to making ethical investing accessible, easy,
and affordable for all.

www.wahed.com/uk H

foundation

Gift Foundation:

Gift Foundation is a UK registered charity primarily focused on providing financial, spiritual, and
pastoral support to individuals seeking sacred knowledge on their path to becoming imams,
scholars, and academics. Additionally, it conducts aid work to assist some of the most vulnerable
communities worldwide.

www.giftfoundation.org.uk

Zakat Aid: '/’ Za katA|d

Zakat Aid a UK registered charity committed to providing life-saving assistance to vulnerable
individuals in the UK and worldwide, promoting stability, self-sufficiency, and social justice. Its
mission is to aid disadvantaged populations, including the homeless, refugees, and vulnerable
communities, through targeted initiatives. Zakat Aid ensures equal access to essential resources
and opportunities for growth, standing ready to offer support whenever needed, especially in the
face of significant challenges in the UK.

www.zakataid.org

pfidc

Previously known as Primary Finance, Pfida is an ethical fin-tech on a mission to provide
everyone with equal and fair opportunities to save, invest and ultimately own a home without
interest and debt.

Pfida’s goal is to create an ethical and fair world by providing finance products and services that
benefit everyone, whilst eradicating debt.

www.pfida.com
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