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What makes an Islamic economy different from other economies is its value
system which influences its consumption, production, saving and investment
decisions. It is perhaps an exaggeration to assume that these functions are
performed very differently in an Islamic economy. For, the price mechanism
plays the sme allocative role in an Islamic economy as in other systems. The
mechanics of the behavioural sciences are basically the same in all societies
regardless of thier underlying differences in the value systems. Islamic
economics, seen in this perspective, provides no basis for rejecting the
conventional tools of economic analysis which are really neutral or value-
free. Thus, the marginal analysis with respect to costs, revenues, rates of
substitution, etc., concepts such as propensities and elasticities, and principles
like the multiplier, the accelarator and comparative advantages in
internationial specialisation, developed in the West, are all applicable in the
field of lslamic economics as well. Care must, however, be exercised to
ensure that the apparently value-free analytical tools are really neutral before
they are incorporated into the economic analysis of Islam. Tools like the [S-
LM framework, in which interest rate plays a crucial role, are unambiguously
alien to the Islamic ideology and hence totally unacceptable.

To be sure, the Islamic economy is based on the lslamic Shari'ah which
governs all aspects of human behaviour. The Shari'ah is meant to provide
only a broad guideline and it therefore spells out no details. Nevertheless, the
Shari'ah is perfect in the sense that it is valid for all countries and at all times.
Since the Shari'ah transcends space and time, it must refrain from details
which are bound to vary from place to place and from time to time. However
it will be wrong to conclude that the Shari'ah deals only with generalities and
not with specifics, for it is capable of being specific as well through exten-
sions, inferences and deductions. On matters of some detail, it is a question
of interpretation where logic and common sense must prevail.

In an ‘ideal’ Islamic economy, ethics and economics are not only compatible

but also inseparable. For, Islam is not just a religion but a complete way of

life. Economic behaviour in such a society cannot be adequately explained .
without reference to the Islamic ethics which govern it. It is in this sense that

‘Islamic man' differs from ‘economic man'. ‘Islamic man' draws upon his

moral resources and acts in accordance with ultimate ethical values, whereas

‘economic man' indulges in his personal preferences motivated by self-

interest. This does not mean that ‘lslamic man’ is not as rational as

‘economic man’, for rationality consists not only in pursuing the chosen ends

consistently and efficiently but also in choasing the ends themselves.

There are some Muslim economists who seem to believe that no Islamic
economy can really function where ‘Islamic man’ does not exist, while there
are some others who seem to think that it is possible to operate an Islamic
economy where the people respond rationally to the various incentives and
disincentives offered by the Islamic system, even if their economic behaviour
is not exactly in line with that of the socalled ‘Islamic man’. The difference
between ‘lslamic man' and the ‘ordinary’ Muslim is the the former acts
voluntarily while the latter needs to be ‘induced’ by the policies of the Islamic
State. In other words, moral restraint is supplemented or reinforced by policy
constraints in an Islamic economy. This presupposes a certain amount of
state intervention.
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Secretary General of Muslim world League Dr.
Ahmad Muhammad Ali has won the prize of the Islamic
Development Bank's ‘Islamic Bank Award' for 1414 (H)
(1994). Dr. Ali has been unanimously nominated for the

The

coveted intermational prize by the Awards Selection
Committee which consists of Islamic scholars and experts.
This reward is given to Dr. Ali in recognition of his distin-
guished services for the Bank itself and also for his role in
the promotion of economic link between Muslim
countries., Z

Dr. Ali, who was formerly a Rector of King Abdul Asziz
University, was the first and founder president of the IDB.
He has been succeeded by Mr. Osama Irfan Faquih. The
prize Dr. Ali will receive, consists of US $ 42.000 and a
merit certificate in addition to a shield bearing the
emblem of Bank.

{The Musfim World, 11 July 1994)

The Albanian Arab Islamic Bank with a capital of US $
100 million was opened in Albania recently during a
ceremony presided over by president Sali Bresha and
attended by government officials and high dignitaries
from Islamic countries.

The Albanian government has contributed 40 percent to
the capital of the bank while the Islamic Development
Bank, the Arab Islamic Bank in Bahrain and a number of
businessmen in the Arab Gulf region contributed the
remaining 60 percent.

(The Musiim World) 11 July 1994)

An Islamic bank with a capital of US$ 20 million will be
established in the autonomus region of Gaza and Jericho.
The bank will carry out all its operations according to
Islamic Shariah rules and will fill the void created by the
lack of lending institutions in the west Bank and Gaza
Strip.

The report said that the Palestinians in the diaspora will
be allowed to contribute 50 percent of the capital of the
proposed bank, while those living in the occupied
territories will contribute the other 50 percent.

(The Muslim World. 18 July 1994)
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slam and the Economic Challenge

By: CHAPRA (M. UMER). Leicester: The Isiamic
Foundation, 1992.Pp. xix+ 28, £ 15.50 hard back £
9.50 paperback. ISBN o 860,, 217 0,0 860,216 2.

Since the beginning of the 19&s an ever growing number
of studies on Yslamic economics’ have been published
with the result that it is becoming a discipline in its own
right. While the books, articles, and pamphlets of earlier
years concentrated the attention on the tradidtion of
classical Islam in its golden age, the publications of the
last decade are set in a different mould. They are mostly
written by devout believers who have been exposed to
modern schools of western economics. The now
appearing publications offer a blending of the classical
‘exegetical' type of analysis with a contemporary
development strategy for societies organised on a Muslim
basis. The first half of Chapra's book brings a critical
analysis of modern economics as it was thought and

. practiced in the capitalist as well as in the socialist

systems. Both are rejected on the basis of their faulty
principles-materialism and secularism and because they
have failed,. when loocked at from the norms of justice
and fairness. For a reader who is familiar with the western
literature on the welfar State and on development
economics, the author's discussion of the conflicting
trade-off between ‘efficiency’; and ‘equity’ is interesting,
but it-offers no new insights. In the second part of his
book, Chapra outlines a development strategy inspired by
the principles of economic justice in contemporary Islamic
thought. In this part of the study the author steps on more
solid ground. In the last hundred pages the Islamic
worldview and strategy are developed with an emphasis
on the moral and religious dimension. These pages clearly
reveal that not only for the masses but also for the devout
intellectuals, the revival of the shariah in lslam provides a
frame of reference for their collective identity and a
symbol of cultural reassertion rooted in their own history
and tradition. Chapra's outline of the Islamic
development strategy is a typical example of the idealistic
thematisation characteristic of the contemporary schools
in Eastern Islam, which have their roots in the study
centers of Lahore, Islamabad, and Jeddah .......

The book is well written and offers a balanced synthesis
of the literature on contemporary lslamic economics.
Reading this text will be a healthy intellectual challenge
for western economists. The study exemplifies the cultural
diversity of the social sciences in general and of
contemnporary economic thought in particular. It is to
Chapra's merit that he, who some years ago taught
economics in western universities, now widens the horizon
for western colleagues, with a book on the economic
thought tradition of his own culture and religion.

(The Economic Journal, September 1993)  LOUIS BAECK






