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i. Define Islamic Economics

Islamic economic principles can become a basis for promoting a balance between the social and economic aspects of human society, the self and social interests, and between the individual, family, society and the State. At the global level, it could be helpful in eliminating sources of instability, thus making the world a happier place with harmony among followers of various religions.

Islamic economic is defined as the desire for food and other requirements and efforts to obtain them; and a science which deals with management of households and cities in accordance with dictates of reason as well as ethics, so that the masses may be directed towards a behaviour that leads to the preservation and performance of their species. (Ibn Khaldun).  Mohsin S. Khan on the other hand sees it as  a complete system that prescribes a specific pattern of social and economic behaviour for all individuals. It deals with a wideranging set of issues, such as property rights, incentive system, allocation of resources, types of economic freedom, system of economic decision-making and proper role of the government. The over-riding objective of the system is social justice and specific patterns of income and wealth distribution and consequently economic policies are to be designed to achieve these ends.

This implies that Islamic economics is a social science which studies the economic problems of people in the light of the values of Islam. One way of looking at Islamic economics would be the use of resources for the welfare of the people within the framework of Shari’a.

II. What is the overall objective of Shari’ah?

All business and financial contracts in the framework of Islamic finance have to conform to the Shari’a rules with the objective of helping to achieve Maq¯asid al Shari’a.

Shari’a refers to a code of law or divine injunctions that regulate the conduct of human beings in their individual and collective lives. In addition to some general rules there are some specific branches of these injunctions which are: Aq¯aid, or matters of belief and worship; Akhl¯aq, or matters for disciplining one’s self; Ahkam, or socio-economic and legal systems; Fr¯aidh, or obligations; and Naw¯ahi, or prohibitions. Islamic economics directly or indirectly deals with all these disciplines.

The overall objective of Shari’a behind these injunctions is the happiness and well-being of human beings in this world and the world hereafter. The concept of happiness from the Islamic perspective is different from the concept of pleasure – the major objective of positive economics. Accordingly, everything which guarantees well-being and fulfils the supreme interests of mankind is included in the objectives of Shari’a.

III. Outline some basic socio- economic rights of human beings as identified from the study of the Qura’n and Sunnah’.

These economic rights of human beings are:

1. The right to safety.

2. The right to be informed.

3. The right to choose.

4. The right to be heard.

5. The right to satisfaction of basic needs.

6. The right to redress.

7. The right to education.

8. The right to a healthy environment.

IV. What are the three main elements of Islamic economic system?

The three main elements of Islamic economics are as follows:

1. Ownership of commodities and wealth.

2. Transfer of the ownership.

3. Distribution of wealth among the people.

V. Define the ownership of resources and property rights as viewed by Islamic economic system.

Islamic economics, based on the paradigm of socio-economic justice, takes its roots from the belief that all resources in the world belong to its Creator, One God; human beings are holding these resources in trust. Behaving as vicegerent of the Creator, they are free to earn and spend the wealth according to His orders given to mankind through His Messengers.

It also states that man has to enjoy and use wealth under Allah’s command. Islam has given the individual the freedom to earn a livelihood. Likewise, Islam has given every individual the right to enjoy whatever wealth he has earned by legal means and whatever wealth he has received through the Islamic law of inheritance.

While with property rights, income and profit entitlement are established in Islamic economics. This must occur through the effort, work or taking responsibility (Dham¯an) and distribution by means like partnership, trade, joint ventures, loans, various vehicles of transfer incomes like grants and Zakat and the control of waste. Hence, the Islamic economy has a linkage between the market functions of productive involvement and growth and the institutional functions of policy and control.
VI. What are the primary and secondary objectives of Shari’ah

The primary objectives that Shari’a tends to realize are the protection and preservation of:

1. Religion.

2. Life.

3. Progeny – family unit.

4. Property.

5. Intellect.

6. Honour.

On the other hand, secondary objectives are:

1. The establishment of justice and equity in society.

2. The promotion of social security, mutual help and solidarity, particularly to help the poor and the needy in meeting their basic needs.

3. The maintenance of peace and security.

4. The promotion of cooperation in matters of goodness and prohibition of evil deeds and actions.

5. The promotion of supreme universal moral values and all actions necessary for the preservation and authority of nature.

VII. How is Islamic economic different from conventional economic systems?

The conventional economics has a built-in possibility of distortions in the smooth functioning of the market economy, mainly on account of the unbridled “profit motive” leading to a focus on enrichment without any care for the impact on others or society. Even though the Great Depression and the resultant Keynesian revolution tended to undermine this faith in the efficacy of market forces, the recent disenchantment with a large government role in the economy has restored it and there is a call for liberalism or return, as early as possible, to the classical model with “minimum” government intervention.

State intervention with a secular approach cannot produce long-term solid results for

society either. This is because the “profit motive” in the absence of any ethical norms, finds loopholes for misdeeds, injustice and corruption. Even socially undesirable professions like gambling and sex-related industries become part and parcel of public policy, leading to socio-economic problems as most capitalists invest their money in lucrative unhealthy practices and not in socially desirable sectors like education, health, housing and commodity producing sectors including agriculture and industry.
While on the order hand, Islamic economics is not devoid of money matters, because those form the greater part of any economy. However, it maintains a balance between production and consumption and cares about distribution. It draws a line of demarcation between good and evil or lawful and unlawful. The overall message that we derive from the literature on the philosophy and the nature of the Islamic economic system is that it is a means to achieve development in terms of complete human personality from all dimensions – material, world and ethical, of individuals and of society as a whole. It pays due attention to causes, effects and consequences of actions.

There are certain curbs and some checks imposed by Shar¯ı´ah on consumers’ behaviour.

Individuals are not at large to exercise their own will in terms of choice. Some basic rules have been laid down to govern intensity of wealth-gaining and income-consuming activities of society. It does not stand neutral as regards ends and means. It is religion-based, valuation oriented, morality-judged and spiritually-bound. It is positive and normative science, as it links materialistic and moralistic requirements of changing nature. Thus, the scope of Islamic economics is the administration of scarce resources in human society in the light of the ethical concept of welfare in Islam.

All types of work except those leading to indecency or socio-economic loss to other individuals and society are permissible. A basic principle of the Islamic legal system is that an activity or a commodity that is not prohibited through the Shar¯ı´ah texts is permissible.

Thus, man has to observe the prohibitions only. Islamic economics would mean undertaking all activities individually or collectively that are not prohibited and that could add to the welfare and happiness of human beings. The most important prohibitions in the field of economics are the prohibition of interest, hazard and gambling due to their extremely harmful impacts on society. Such limitations are necessary for the fulfilment of the overall objectives of the Shar¯ı´ah for making society happy and satisfied, both materially and spiritually.
VIII. How would you differentiate between ‘positive economic’ and ‘normative economic’?

Positive Is concerned exclusively with the scientific explanation of behaviour under conditions of scarcity. It is a science, value neutral and is concerned with empirical and not normative aspects. Even where it deals with values and purposes, it deals with them objectively as facts, which, along with other relevant data, determine what is or may be, but not what should be. It describes, but does not prescribe. 

While normative or welfare economics, which is sometimes called “political economy”. In the case of normative economics, policy recommendations must involve some value judgements. The Islamic approach is that economic development and creation of abundant wealth are means to satisfy human needs and support society.

2. Discuss the role of Government in Islamic Economics? 
It is the State’s responsibility to take measures and adopt policies to enable those who are willing to work and anxious to work to find employment. Social authority in the form of the State is recognized by Islam for the prevention of exploitation and moral degeneration as well as for the promotion of the material and spiritual interests of men and women. The State can introduce necessary laws to ensure social justice and to put an end to economic exploitation and oppression and the Holy Qur’¯an gives the Islamic State the necessary legal authority to do so. The ultimate objective of an Islamic economy is to establish social justice.

The literature on Islamic economics emphasizes four types of action by government in economic life. These are:

1. Ensuring compliance with the Islamic code of conduct by individuals through education and, whenever necessary, through compulsion.

2. The maintenance of healthy conditions in the market to ensure its proper functioning.

3. Modification of the allocation of resources and distribution of income affected by the market mechanism by guiding and regulating it as well as direct intervention and participation, if needed, in the process.

4. Taking positive steps in the field of production and capital formation to accelerate growth. 

The Islamic State can impose some limitations with a view to avoiding distortions and keeping in mind the well-being of society as a whole. All members of a society, regardless of differences in gender and religion, are allowed to undertake any of the permissible (Halal) businesses, but this is subject to the condition that it should not harm others. 

Ibnul Qayyim has explained the functions of an Islamic State in the following words: “Allah has sent down Prophets and revealed Books to establish justice which is the fundamental and basic objective of the whole creation. Everything revealed by Allah proves that the ultimate goal of revelation is the establishment of a just and balanced way of life. In whatever way the law may be made it must aim at establishing justice and fair play. The most important thing is the purpose and objective of law and not how it has been derived or enacted. But Allah, by giving us a number of laws, has set examples and reasonable basis for framing and enacting laws. The lawful government policies and directives are, therefore, considered a part of Shar¯ı´ah and not a violation of it. To define them as government

policies is only a matter of terminology, but these are, in fact, a part of Shar¯ı´ah; the only condition is that such government policies and directives must be based on justice and fair play.” (Il¯amul Muwaqqi’in) It is, therefore, established that the responsibility of the government is to maintain a balance of economic activities and services. If the balance is distorted by economic agents with vested interests, the State has to restore the balance.

Qur’¯an’s disapproval of the concentration of wealth (59: 7) and emphasis on justice (14: 90) is beyond any doubt. On account of this, one of the important duties of an Islamic government will be to recover wealth usurped through illegal means and return it to its genuine owners or to deposit it with the State exchequer. For checking all irregularities, Islamic economics introduces the institution of “Hisbah” that must be run by people of high integrity.

Umer Chapra has listed the following functions of the State in the field of economics and finance:

1. Eradication of poverty, maintaining law and order, ensuring full employment and achieving an optimum rate of growth.

2. Economic planning.

3. Ensuring social and economic justice.

4. Stability in the value of money. This is vitally important not only for the continued longterm growth of an economy but also for social justice and economic welfare. The Holy Qur’¯an says: “And give full measure and weight with justice” (6: 152). “So give full measure and weight without defrauding men in their belongings and do not corrupt the world after its reform” (7: 85; see also, 11: 84–85, 17: 35 and 26: 181). Money being a measure of value, any continuous and significant erosion in its real value may be interpreted in the light of the Qur’¯an to be tantamount to corrupting the world because of the adverse effect this erosion has on social justice and general welfare, which are among the central goals of the Islamic system. In the mutually interdependent global economy of today, it may not be fully possible for the small and open economy of an individual Muslim country to achieve the desired stability. However, what it does imply is that an Islamic state should itself be clear about its role with respect to price stability and should be determined to contribute whatever it can to the attainment of that goal.

5. Harmonizing international relations and national defence. The Islamic State should encourage and support any constructive move towards peace, and should honour all treaties and agreements to which it is a partner. Nevertheless, it should do its utmost to strengthen its defence so as to prevent or frustrate any aggression against its faith, territory, freedom and resources.

3. What is the concept of social welfare in Islam? 

The concept of welfare in Islam is neither exclusively materialistic nor absolutely spiritual. It has rather dovetailed the spiritual and material aspects of life so that they may serve as a source of mutual strength and as the foundation of true human welfare and happiness.

Study of the teachings of the Holy Qur’¯an and Sunnah leads us to some basic principles of the economic system of Islam, which encourage human beings’ development, enforce justice, stop exploitation and tend to set up a contented and satisfied society that can be termed a real welfare society. In addition to achieving optimum produce in both public and private sectors, allocation and distribution of resources and produce must take a course that fulfils the basic human needs of all, irrespective of the colour, race and/or creed of the people. The fulfilment of basic needs makes society tranquil, comfortable, healthy and efficient, and able to contribute properly towards the realization and perpetuation of human welfare.

The economic system of Islam tends to ensure the satisfaction of all the basic needs (food, clothing and housing) of every individual, without any distinction, and to provide resources to enjoy from living in a particular society. So individuals and society are both important to make a contented and happy economy and society. All individuals are linked with one another by certain relationships in social and economic dealings. Therefore, the standard of living in an Islamic society has to be raised by securing the basic rights for every individual in terms of need fulfilment side by side with enabling them to secure comforts and prosperity.

In order to meet the basic needs of each and every member of a society, Islam urges all to earn and seek the provisions for use by mankind. Islamic economy achieves this objective by obliging each capable person to work, enabling him to fulfil his and his dependents’ basic needs. A number of verses of the Holy Qur’¯an and traditions of the holy Prophet (pbuh) reveal that Islam obliges individuals to earn and use the wealth so as to develop the economy for the betterment of society. It is the State’s responsibility to take measures and adopt policies to enable those who are willing to work and anxious to work to find employment.

If some individuals are unable to earn and fulfil their needs, Shar¯ı´ah obliges their fellow beings – depending upon the nature of the relationship like neighbours, relatives, etc. – to support them in fulfilling their basic needs. If there is nobody to support such people, Islam obliges the State to be responsible for the support of all citizens, particularly mentally or physically disabled people and the destitute. The holy Prophet has said: “The Imam (ruler) is incharge (R¯a‘iee) and he is responsible for his citizens.” As regards basic needs, there is total agreement among Islamic economists that it is the most important objective of the Islamic distributive policy. However, there may be some difference of opinion as to which needs should be guaranteed and how these should be fulfilled. Nevertheless, maximization of Falah (welfare in this world and the Hereafter) has firm relevance with the Islamic concept of development, which can be achieved through obedience to Allah (SWT) in worship (Ib¯ad¯at) as well as Mu‘¯amal¯at, including all kinds of economic activities related to production, consumption, exchange and distribution. As long as seeking the pleasure of Allah is set as the final goal, the latter will be in perfect conformity with the former.

The promotion of human intellect refers to acquiring knowledge, thus enabling people to differentiate between good and bad and to play their part in enhancing the welfare of human society as a whole.

The Islamic approach is that economic development and creation of abundant wealth are means to satisfy human needs and support society. These are not sought for boasting or spending in offence, arrogance or oppression. Linking this world with the Hereafter, Islam enjoins Muslims to seek the Hereafter through what they earn and not to forget their share of the worldly life.

Therefore, Islamic rules of economics make it binding for human beings not only to abide by the Shar¯ı´ah tenets relating to dos and don’ts but also to keep in mind the impact of their activities on others and society as a whole. To realize the goal, the State should try to control the wants of the people through a filtering process, motivate the people to abstain from activities injurious to others and restructure the socio-economic system for the transfer of resources from one use/sector to others to ultimately realize the dual objective.
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