
DEFINITION OF ISLAMIC ECONOMIC

One way of defining Islamic economics is to qualify the term modern economics with Islam, viz. Islamic economics is
'the study of economics in.

He noted that growth and development positively stimulates both supply and demand , and that the forces of
supply and demand are what determines the prices of goods. Inflationary financing of the deficit is not
acceptable as it distorts prices, extracts large tax on fixed income groups pensioners, wage earners , absorbs
savings and decelerates economic growth. Their argument is that part of the price was related to time. The
liabilities of the financial institution are covered by tangible real assets that are owned directly by the
institution. Spending in favour of the poor and handicapped should be maintained in due proportion as a
fundamental aspect of Islamic public finance. Inflationary financing of the deficit is not acceptable as it
distorts prices, extracts large tax on fixed income groups pensioners, wage earners , absorbs savings,
destabilizes the financial system, encourages speculation, and decelerates economic growth. It can't be
claimed, therefore, that they will have a different effect on saving. It is because of this, we find that people in
antiquity had always had arrangements to carry out such function. In the 11th century, every Islamic city had
at least several hospitals. The faith precepts underlying an Islamic economic model can be stated as following:
1. Chapra, [45] and M. According to this formulation, the higher the rate of savings and therefore investment,
and the higher the productivity of capital, the higher will be economic growth. The literal meaning of Zakat is
grow in goodness or 'increase', 'purifying' or 'making pure'. It may buy goods, on the behalf of a trader, for
resale at profit. It may, for instance, undertake trade operations, or it may finance crop transactions. The
revenues from the waqf may finance mosques, religious and other institutions or charities. At the advent of
Islam, the Makkans were principally merchants. Hence, in a society where interest is not used, one cannot say
that saving will not exist, nor that it will be lower than otherwise. The above are the lessons we learnt from the
lecture, therefore those points are what I am going use and see how Islamic economics can be developed. As
mentioned above, safekeeping and payments functions of banks can be easily conceived; however, fees may
have to be paid for this banking service. For example, when it finances a crop transaction, the bank cannot act
as a pure financier who accepts risk in financing activities. It has been narrated from the prophet P. The waqf
trusts also funded medical schools, and their revenues covered various expenses such as their maintenance and
the payment of teachers and students. An Islamic financial system avoids interest and interest-based assets
[Hassan and Lewis offered a comprehensive description of Islamic modes of financing which are based on
profit and loss sharing investment, types of risks in Islamic banking, and financial innovations, including
access to capital markets and securitization, introduced by Islamic banks],and thus restricts speculation
[Speculation may create a disconnect between the market price of an asset e. It is a right of the have nots in the
wealth of the haves. Capital spending should also obey strict criteria of enhancing social welfare and economic
growth. It can only contract non-interest bearing debt. More specifically, the government should not contract
interest-bearing debt. The goal of creation is to worship Allah alone, as clearly stated in Surat 51, verse I have
created Jinns and men except that they should worship Me Alone. Hence, the common-good and the welfare
of fellow Muslims are internalized in the decision making process of every Muslim. Muslim countries are
deficient in food products and want to import industrial products [Food riots have erupted in in many Muslim
countries. The common denominator of these six items is their capability of being a medium of exchange.
There can be no bank run or speculation, as the source of credit for speculation, which is credit multiplication,
does not exist. A waqf in pre-commercial society would ordinarily be arable land, farms or oases. Waqf
continue even after the donor's death - for as long as people continue to benefit from the Waqf.


