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Islamic Banks in recent decades working in an otherwise hostile environment and
calculated apathy of administrations. The success of Islamic Banks has been astounding
in a span of just two decades. They are reported to be equipped with billions of dollars
in capital and offer profits at rates that compare favourably with those offered by
conventional banks or even higher.

If the Indian Banking System takes this advice seriously, this would provide the
conscience of Indian Muslim community with a much needed relief. The repugnance of
Indian Muslims to interest-based Banking System has been an inhibiting factor in their
willing participation in the development of the country, in general, and the uplifiment of

" the community in particular. Availability of such an Islamic option will relieve them

from a situation where their faith and defacto involvement in such practices have been
at loggerheads,

Equally important, however, is the passibility that it would mobilize hitherto untapped
financial resources in the saving of the community and foreign Islamic Banks. A sizable
chunk of funds available with the Islamic Banks would be allowed to flow into India and
strengthen its economy.

It may be emphasised that Islamic mode of finance is designed to reconcile effectively
the twin objectives of equity and efficiency. Our policy planners have always sought to
reconcile these lofty ideals, through a variety of measures borrowed, first from socialism
and now capitalism with a judicious blend of free market and state legislation.

But they have miserably failed to accomplish these seemingly conflicting objectives,
Perhaps Dr. Singh could not notice this crucial aspect of the Islamic alternative.

The world financial order is plagued by the recurrent gyratic fluctuations engineered
by interest and its inherently discriminating role against the poor. Conventional banking
operations embellish the already rich and deny access to talent and enterprise unahble to
furnish collaterals. It allocates resources in accordance with elitist preferences. Hence
there is a bee-line of finance for the production of elitist goods while necessities are
starved of funds. Interest delinks capital from enterprise. Conventional banks do not
worry about the social produetivity of bank funded projects. Their only concerns are the
liquidity and monetary yield of bank protfolio. On the contrary, Islamic mode of finance
strengthens a direct link between capital and enterprise making the social desirability
of bank funded projects as one of their chief concerns. Direct funding substitutes the
need of collaterals, and favours innovation and :alent and not merely the capital
worthiness of the borrower.

However, only by opening such counters Islamic mode of finance would not be able
to exercise any appreciable impact on resource allocation. For conventional banks with
such windows would continue to operate on traditional rules of the game. We hope that
the next step to permit the establishment of interest free Islamic Banks, would be quijte
in line with the advice of Dr. Singh. A public opinion mobilisation programme to
persuade and convince the Indian monetary authorities to amend the Indian banking Act,
to enable the establishment of Islamic Banks in India is the need of the hour.

F. R Faridi
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T. N. Chapter of IAFIE Revives its Activities

Chennai : The Tamil Nadu Chapter of Indian Association
forIslamic Economics (IAFIE) which was established in 1994
has revived its activities. Apart from regular Executive
Committee Meetings, it has decided to conduct a monthly
discussion programme. Such a programme was already
organised on Sept. 29, 1997, Mr, Thanvir Ahmad. president
of Kamnataka Chapter talked on “Economic Challenges —
Islamic Response”,

T.N. Chapter sets up Business Consul tancy Committee

Chennai, Nov. 6, 1997 : Mr. K.M. Abdul Salam, secretary
Tamil Nadu Chapter of [AFIE reports that the chapter has
set up a Business Consultancy Committee to formulate an
Islamic code of ethics for businessmen and also a business
help line. The Committee formulated various programmes
to be implemented immediately and those in a phased
manner. Some members offered to contribute towards the
establishment of revolving Business Development Fund on
profit and loss sharing basis. Initially the Fund is to be made
available to meet the near term requirements of the mem bers.
Itis proposed to register an autonomous company to that
end in view, after studying the various implication and
operational problem,

Lecture on Menace of Economie Fundamentalism

Aligarh, Nov. 24, 1997 : The Economic Society of Aligarh
Muslim University, organised a lecture of Dr. Javed Jamil,
Director Applied Islamic Studies, on the above lopic.
Dr. Jamil exposed the sinful manipulation and manoeuvring
of politics, law, society and media by big business and capitalist
class to fulfil its selfish interest. He stressed value and ethics
based =conomic system. The programme was presided over
by Dr. F.R. Faridi. The vote of thanks was offered by Prof.
A.Z. Rizvi, Chairman, Deptt. of Economics.

The Islami Figh Academy Discusses Problems of
Awgqafand Purchase on Instalments

Islamic Figh Academy (IFA), India in its 10th annual
seminar held at Mumbai October 24-27, 1991 discussed the
issues of awqaf and purchase on instalments. The IFA, inits
resolution adopted at the end of four day session, empha-
sised the need for protection and better utilisation of awqaf
property within the Shariah prescribed limits. In addition to
a large number of Ulama, the seminar was attended by
. Islamic economists, experts of Islamic finance and banking
such as Dr. Abdul Haseeb, Mr. A.W. Dalvi, Mr. M.H.
Khatkhatay, Dr. Manzoor Alam, Dr. A_A.. Islahi, Mr. Zafar
Abbas etc. Especially the business activists expressed their

concern over the default of wealthy indebtors and suggested
that it should be discussed inthe next seéminar,

A Get-together of Ulama and Islamic Economist
at Baitun Nasr

Mumbai Oct. 24-27, 1997 : At the oceasion of Islamic
Figh Academy’s 10th seminar at Mumbai Mr- Abdul Wahab
Dalvi, the managing director of Baitun Nasr Urban C ooperative
Credit Society Limited organiseda get-together at its head
office at Mahim. While welcoming the guests, Mr. M.H.
Khatkhatay introduced the staff mem bers of Modern
Educational Social and Cultural Organization (MESCO), Baitun
Nasr and Barkat Investment Group. Maulana Burhanuddin
Sambhali of Darul Ulum Nadwatul Ulama, highlighted the evils
ofinterest and praised the ¢ffort of Baitun Nasr forestablishing
interest free investment institutions. Mr. A.W. Dalvi introduced
different activities of the three co-associate organizations.
Dr. A A Islahi in his brief speech, recalled the efforts of Indian
scholars in propagation and development of Islamic
cconomics and stressed the need forelose cooperations between
academician and business activists.

The programme came to an end with a dinner hosted by
the Baitun Nasr.

Growing Interest of Western Banks in Islamic
Mode of Finance

Growing interest by proactive forei gn banks is adding
credibility and sophistication to thelslamic financial market.
A number of Western institutions, such as Citibank, HSBC,
Chase Manhattan, Swiss Bank Corp.,Union Bank of Switzerland,
Grozentrale of Austria, ABN AMRO, ING (Netherlands), ANZ
Grindlays, Nomura Securities (Japan), and Kleinwart Benson*
which is owned by Dresdner Bank (Germ any), have developed
close relationships with Islamic financial institutions. These
banks have formed special Islamic Banking Units, which comply
with the Shariah law, and seek to generate incremental growth
by attracting a new wealthy (but untapped) client base.,

In recent years, Citibank, ANZ Grindlays and kleinwort :
Benson have been among the most visible arrangers of
Islamic deals. Citibank is estimated to manage about $12
billion in short term Islamic trade finance and private investments,
ANZ Grindlays has arranged $2 billion worth of structured
Islamic cross-border trade, over the past four years.

A number of global blue-chip companies have tapped
Islamic Capital especially for leasing project finance deals, IBM,
General Motors, Alcatel (France)and Daewoo (Korea) have
raised finance through an Islamic ffara fund set up in the US
by United Bank of Kuwait.

(Middle East, September | 997)




3]
(Books

———

1. Dhareer, Siddiq Al., * A-Gharar in Contracts’, IRTI/IDB,
(Jeddah). pp. 80 (1995).

2. Kahf Monzer, ‘Economics of Zakah', IRTI/IDB,
(Jeddah), pp. 800, (1997).

3. Wilson, Rodney, ‘Economic Development in the Middle
Easr’, Routledge, (London), pp. 218, (1995).

NEW BOOKS & ARTICLES

ARTICLES

1. Ali, Muazzam, “Reflections on Islamic Banking”, New
Horizon, (London), No. 59, January 1997, pp. 4-6.

2. Ali, 5.,1,“Hima : The Protected Area Concept in Islam ™,
Istamic Thought and Scientific Creativity, (1slamabad,
Pakistan), 7:1, 1996 pp. 79-86.

3. Angel, Nicholas, B., “Islamic and Western Banking: A
Selected Legal Comparison”, The American Journal of
Islamic Finance, (Greenwich, U.S.A.), 6:4, 1996 pp. 3-9.

4. Bacha, O., Ismath, “Conventional versus Mudarabah
Financing : An Agency Cost Perspective”, Journal of
Islamic Economics, (Kuala Lumpur, Malaysia), 4:1-2, 1995
pp. 33-49. -

5. Badawi, Zaki, “Jjtihad in Islamic Financial Manage-
ment : Mapping the Way to Consensus”, Islamic banker,
(London), No. 12, December-January 1996-97, pp. 20-1.

6. Ghazanfar, S.M., and Islahi, A. Azim,“Explorations in
Medieval Arab- Islamic Economic Thought : Some Aspects
of 1bn Qayyim’s Economics”, History of Economic Ideas,
(Pisa, Roma), 5:1, 1997 pp. 7-25.

7. Kallek, Cangiz, “Socio-Politico-Economic Sovereignty
¥ and the Market of Medina", Journa! of Islamic Economics
(Kuala Lumpur), 4:1-2, 1995 pp. 1-4.

8. Metwally, M.M., “Attitude of Mushims towards lslamic
Banks in Dual-Banking System”, The American Journal of
Islamic Finance,(Greenwich, U.S.A.), 6:6, 1996 pp. 11-17.

9. Thayer, .M., “The Islamic Trust Funds™, The American
Jowrnal of Islamic Finance, (Greenwich, U.S.A). 7:1,
1996-97 pp. 5-8.

10. Usnuani, M. Taqi, “Shariah Governance of Investment
Funds™, The American Journal of Islamic Finance,
(Greenwich, US.A)), 7:1, 1996 pp. 13-20.

11, Usmani, M. Tagqi, “The Principle of Limited Liability
from the Shariah View, point ", Journal of Islamic Banking
& Finance, (Krachi), 14:1, 1997 pp. 39-45.

BOOK REVIEW

Perspectives on Islamic Economics

By Dr. M. Manzoor Alam

Published by : Instinute of Objective Studies, 162, Jogabai Extension,
Jamia Nagar, New Delhi-110025, 1997, 203 pp.

Atatime when there are surrounding attacks on the conventional
science of modem economics, for not involving the value judgement
in its analysis and being based on the selfish human behaviour that
ultimately failed in its purpose to care for the down-troden of the
society, then it seems rather blessing if someone offers at least a
theoretical framework of economics in which one can see the
integration of the material with spiritual dimension of human life
There is aw.u the consideration of human being. the brotherhood.
individual freedom with social responsibility, just wages. social
and economic justice, equitable distribution of income and wealth,
and the methods of preventing the concentration of wealth in few
hands. Inthe book of Dr. Manzoor Alam, there is hardly anv aspect
of Islamic economic system that he has left and all these are
presented in the ethico-social teaching of Quran and Sunnah, The
author has also selected some areas where the application of
Islamic economics and its principles, as he thinks, are likely to
produce the "greatest impact” on the basic economic challenges
of modem times.

This book consists of three main parts, namely, ‘the ideology
and philosophy, the issues in Islamics economics and the objectives
of Islamic economic system. But the part one in my view covers the
maost important aspect of the book where author provides convineing
explanation on the ideological perspective taking into account the
the philosophical foundation, mechanism and the nature of lslamic
economic system. Though he has also touched on some pertinent
issues like the state and economic development, factors of production
and the Islamic system of income and wealth distribution, his
arguments in this section are not much persuasive more because
Istamic economics still lacks the hardheaded observation of
economic life. There hardly exists an Islamic economics as a mode|
where experiments may have been done at macro level. This isalso
because whatever experiments that have been made uptill now, they
clearly sugpest that in a real life situation, application of lslamic
economic principles needs full suppon of the concermed Lovem-
ment. For example, take the case of lran and Pakistan, where the |
Islamization of financial svstem of the economy started with much |
fervours and still the implementation drive is going on in one way
or other. However, one finds a number of researches in recent days
which suggests that equal distributions of income and wealth in these
economies are not up 1o the mark and there still exist some maior

1ssues that the authorities are unable to coup with; the elimination
of rika (interest) from the financial svstem and the concen:mation
of wealth in few hands are some major problems in the economies
of these countries. And this has prompied critics 10 ruise the
questions ofits viability, that merely by presenting a theosetical

framework, without implementing real life situation. car not he
accepied an altermative economic systeim,

However, that practical problem apart. if some ane wishes 1
understand the basic elements of Islamic econamice, this s an
excellent place to begin with,

JA Khan







