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ABSTRACT

Damages refer to the harm caused to the other party as a result of failure to perform a
commitment on time. According to Articles 221 and 228 of the Iranian Civil Code, if one person
commits to doing or not doing something for another and fails to fulfill this commitment, they
are responsible for compensating the damages. The principle of the necessity of contracts means
that once a contract is concluded, its provisions are binding and enforceable for both parties,
who are required to adhere to its terms (Article 219 of the Civil Code). A penalty clause, or the
concept of compensation for the failure to perform an obligation, and delay in the performance
of an obligation, serves as an enforcement mechanism to pressure and compel the opposite party
to fulfill the contract and execute its terms. Findings indicate that damages for failure to fulfill a
commitment are a last resort. Therefore, Article 230 of the Civil Code confirms this necessity by
stating that contracts not only compel the parties to execute the obligations explicitly stated in
the contract but also bind them to all the results arising from custom, habit, or law due to the
contract. It appears that delay in payment damages in Iranian law, based on the opinions of most
Shiite jurists, is accepted and, in judicial practice, is recognized by courts as a means of
compensating damages.
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EXTENDED SUMMARY
This article examines the role of Islamic jurisprudential rules in justifying the imposition of late

payment damages in Iran's legal system, particularly through the lens of the La Darar (No Harm)
rule. The paper traces the evolution of jurisprudential rules throughout Islamic history, highlighting
their integral role in shaping both public and private law. Notably, the La Darar rule has been central
to Islamic legal thought and is often applied in various legal domains to mitigate harm and ensure
justice. The study focuses on how this principle, along with other foundational rules such as Nafi
Sebil (Nay of Subjugation), Maslaha (Expediency), and Daf al-Afsad bi al-Fasad (Averting Greater
Harm by Lesser Harm), can justify the imposition of damages for delayed payments (khesarat
takheer taadiyeh) in Islamic law. These rules not only emphasize the importance of protecting
individuals' rights but also help mitigate legal complexities arising from modern financial
transactions (Haji Dehabadi, 2008).

The concept of khesarat (damages) is essential to this analysis. In its most basic form, damages refer
to the loss or injury caused by an action or inaction. The legal concept of khesarat takheer taadiyeh
pertains specifically to the damages incurred due to delays in fulfilling financial obligations. In
Islamic legal systems, these damages are seen not only as compensation for actual losses but also as
a form of correcting economic imbalances caused by the passage of time. The paper critically assesses
whether late payment damages can be categorized as a form of riba (usury), which is prohibited in
Islamic law. It argues that such damages, while analogous to interest in some respects, should not be
conflated with riba because they serve a different legal purpose—namely, the correction of financial
injustices rather than the unjust enrichment of one party over another (Khomeini, 2000).
Furthermore, the paper delves into the interpretation and application of La Darar in Islamic law,
showing that the rule is fundamentally aimed at preventing harm. Drawing on Quranic verses, such
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as Surah Al-Bagarah (2:233), and key hadiths, including the well-known story of Samara ibn Jundab,
the paper demonstrates that La Darar fundamentally prohibits inflicting harm in financial and
personal matters. In the context of khesarat takheer taadiyeh, La Darar justifies the imposition of
compensatory damages for the harm caused by delayed payments, as such delays inevitably result in
a diminution of the creditor’s financial value. The paper thus posits that La Darar can be effectively
applied to support the notion that creditors should be compensated for losses due to delayed
payments, as the time value of money is inherently tied to its economic value, which diminishes over
time (Al-Mousavi Al-Isfahani, 2010).

The study further expands on the application of the Nafi Sebil (No Authority of Non-Muslims Over
Muslims) rule in justifying late payment damages. This rule, primarily applicable to relations
between Muslims and non-Muslims, argues that non-Muslim parties should not exploit Muslims
financially. This is of particular importance in international transactions, where foreign entities may
delay payments, potentially exploiting the Iranian party due to the absence of a clear framework for
late payment damages. The paper explores instances where the Shura Council of Iran allowed late
payment penalties for foreign entities, citing the Nafi Sebil rule as a justification. It suggests that the
enforcement of late payment damages in international dealings prevents the exploitation of Iranian
parties, particularly in cases involving foreign investments and contractual obligations (Jafari
Langroudi, 2009).

Moreover, the paper introduces the Maslaha (public interest) principle as a key tool in justifying late
payment penalties. According to Islamic jurisprudence, Maslaha serves to safeguard public welfare
and prevent harm that may arise from the strict application of religious or legal prohibitions. In the
context of late payment damages, the principle of Maslaha is invoked to support the pragmatic
necessity of imposing penalties to maintain economic stability. This is particularly crucial in modern
financial systems, where delays in payment can lead to severe economic consequences, including the
collapse of financial institutions. By using Maslaha, the paper argues that compensating creditors for
delayed payments serves the broader public interest by maintaining trust in the economic system
and promoting financial stability (Nouraei, 2016).

The paper also explores the application of Daf" al-Afsad bi al-Fasad (Averting Greater Harm by Lesser
Harm) in the context of late payment damages. This rule, derived from Quranic injunctions and
jurisprudential reasoning, allows for the toleration of a lesser harm to avert a greater harm. The
paper uses this principle to argue that while late payment damages may appear to be a form of unjust
enrichment, they are, in fact, a necessary lesser harm to avoid the greater harm of economic
instability. In situations where delayed payments lead to significant losses for creditors, the
imposition of penalties becomes an ethical necessity to ensure the functioning of the market and the
protection of individuals’ financial interests. By examining Daf' al-Afsad bi al-Fasad, the paper
demonstrates how this rule provides a legal framework for understanding the necessity of late
payment damages in the face of modern financial challenges (Ansari, 2008).

Finally, the paper concludes by addressing the broader implications of applying Islamic
jurisprudential rules to modern financial systems. It emphasizes the importance of adapting
traditional Islamic legal principles to contemporary legal and economic issues, particularly in the
realm of contract law and financial transactions. By utilizing rules such as La Darar, Nafi Sebil,
Maslaha, and Daf' al-Afsad bi al-Fasad, Islamic law can effectively address the challenges posed by
delayed payments in the context of globalized financial markets. The paper calls for further
exploration of these rules in the development of Islamic financial law, advocating for a balanced
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approach that respects traditional principles while accommodating the realities of modern economic
systems (Shiravi, 2011).

In conclusion, this study underscores the flexibility and relevance of Islamic jurisprudential
principles in addressing contemporary legal challenges, particularly in the realm of contract law and
financial obligations. By leveraging key rules such as La Darar, Nafi Sebil, Maslaha, and Daf al-Afsad
bi al-Fasad, the paper demonstrates how Islamic law can provide a robust framework for justifying
late payment damages, ensuring the protection of financial rights while promoting economic justice
in a modern context. These principles not only align with the ethical values of Islam but also serve to
enhance the legal system’s ability to address complex financial issues in a globalized world.
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