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H.), author of Iaya Ulum al-Deen, wWrote
about government influence over economic growth.
Abu Bakr al-Kasan1 (587 A.H.) did an analysis of
profit and loss in partnership trading, according to
the Quran and the Sunnah. Many other known
scholars taught that agriculture was more important
than trading and that therefore these things should
also be considered 1n taxation directives.

Even Orientalists agree that Ibn Taymiyyah (728
A.H.) and Ibn Khaldun (808 A.H.), who lived 1n the

13" and 14" centuries respectively, are the greatest
intellectuals to have handled the theories and
practice of financial transactions in Islam. Ibn
Taymiyyah through his various fatawa elucidated
how the Quranic commandment “O you who
believe! Eat not up your property among yourselves
unjustly except it be a trade amongst you, by mutual
consent.” [4:29] could be made practicable in the
market system of the 14" century. Ibn Khaldun,
author of the Mugaddimah, or Prolegomena, praised
as the greatest work on philosophic history by British
historian Arnold Toynbee, 1s the person most eligible
to be called the father of economics, according to 1.
M. Oweiss, 1n his aptly titled Ibn Khaldun: The
Father of Economics. Ibn Khaldun deals with a wide
range of economic problems like price indexing,
supply and demand of commodities, employment
distribution, production, distribution and

disbursement of wealth, wealth and the creation of

private assets and economic growth, international
commerce, population, public financial affairs,
taxation systems, conditions required for
agricultural growth, industries, employment and
financial liabilities of administrators. It becomes
evident from the narratives of the Mugaddimah how
much importance the Muslim world attached to
transparency in financial transactions, exploitation-
free commerce, honesty 1n trade, and decent service-
remuneration systems.

(Courtesy: Al-Jumuah)
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meet the test of being., first and foremost,
simultancously good for the common human being,

the human community as a whole, and the earth upon
which they lived.

1. Every transactional method must equate with
moral refinement, understood as obeving God.
valuing the individual, and enriching the poor.

111. All means of financial and economic
exploitation were treason. a betrayal of God. the
individual, the society, and the commonweal of man.

Based upon these principles, Muslim philosophers
developed solutions to 1nevitable economic
complexities and specified instructions to ensure
compliance with ethical economics in the light of the
Quran and prophetic tradition. Lawry says plainly
what Muslims have long known, that economists can
no longer 1gnore the fact that 1t was these stalwart
Mushim intellectuals who taught the world how to
run decent trade relationships based on universal,
moral codes of commerce.

EARLY MUSLIM CONTRIBUTIONS

"0 you who beliecve! You shall not
consume¢ on¢ another's wealth by false
means. But, rather, let there be trade with
consent among yourselves. And you shall
not kill one another (meaning here 1n

pursuit of wealth). Indeed, God 1s ever
merciful.” [4:29]

This Quranic commandment clearly and accurately
underpins the moral bases upon which financial
transactions should be conducted. Prophet
Muhammad sallallahu alayhe wa sallam
underscored these principles in his instruction that
trade had to simultancously satisty both seller and
buver to be lawful, and that this same principle of
mutual approval and contentment 1s what validates
employee-employer relationships.

From the 8" to the 13" century. it was the
international trade of Muslims, based on the ethics of
the Quran and prophetic tradition that taught the
world how to structure fair business deals across
cultures and geography while keeping all the
individuals 1n the transaction chain consensually
free. Calling 1t the Medieval Green Revolution,
scholars like John Hobson hold the evolution of
Muslim business transactions to be the first true
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dealings. 1t put local trade and individual grower,
craftsman. and merchant at the heart of the new
prosperity.

Right from the primary generations atter the Prophet
sallallahu alayhe wa sallam there lived intellectuals
who. in the light of basic principles. defined changes
in economic conditions related to the growth of the
socicty. They also explained how Islamic laws
should be put to practice 1in such circumstances.
Among of these initial attempts are the economic

fatawa (legal rulings) of Zaid Ibn Al (122 A.H.). The

best of the economic analysis carried out during the
time of the second generation, are the farawa of
Imam Abu Hanifah (150 A.H.). who scrutinized the
complications related to the so-called “as-Salam™
transactions of selling commodities on a pre-defined
datc and price based on a contract made carlier. In
light of revelation, he drew out and clanfied
conditions for ecxploitation-free As-Salam
transactions. The fafawa of his contemporary Imam
Abdul Rahman Al-Ousai (156 A H.) regarding laws
of collective farming and protocol for partnership
trading are also well known.

Imams Malik (179 A H.), ash-Shati'1(204 A .H.), and

Ahmad Ibn Hanbal were all great scholars who
analvzed the financial problems of their times and
gave religious instructions in the light of the revealed
Texts. The extensive letter that Hanafi scholar Abu
Yusuf (182 A.H.) wrotc to the Caliph Haroon al-
Rasheed about agrnicultural relationships and
taxation systems known as Kitab al-Kharaj, 1tselt
became one of the major texts analyzing cconomics
from an Islamic perspective.

Other scholars of the early years contributed to
Islamic economics. For example, Muhammad Ibn
Hassan ash-Shaybani (189 A.H.) wrote about
household income and expenditure. Yahya Ibn Adam
al-Kharash1 (200 A .H.) analyzcd laws rclatcd to the
public economic sector. Al-Qasim Ibn Salam (224
A H)) wrote Kitab al-Amwal as an examination of
soc10-cconomic affairs and Islamic law. Abul Hasan
al-Maward1 (450 A H)). author ot Al-Ahkam as-
Sultaniyyah wrote about market laws, agnculture,
taxation, and the responsibilitics of administrators in
these sectors. Abu Muhammad Ibn Hasam assessed
financial aftairs to agricultural land. Nizam al-Mulk
(485 A .H.) researched real estate transaction systems
in the light of the revealed Texts. Imam al-Ghazali
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HOW ISLAM CREATED A GOLDEN ERA OF WORLD FINANCE

MORALITY: THE VISIBLE HAND OF THE MARKET

In his book History of Economic Analysis. Joseph
Schumpeter says that as far as economics 1s
concerned the Middle Ages were desiccated and
infertile. This 1s convincing, if vou still believe in the
myth that the wizards of European Enlightenment
magically and single-handedly resurrected the dead
science of philosophy. the empincal method, and all
the arts from their ancient Greco-Roman crypts. The
true story 1s that western histornans of economics.
much like their counterparts working on (or 1s
working over?) other branches of knowledge,
systematically buried one little fact: The study of
cconomics, like wvirtually every other arca of
scholarship, had 1its greatest advances 1n that
seminally creative and superlatively human
millennium. now reflexively dismissed as sterile.

This learning promptly 1nspired leaps of real
cconomic growth 1n the world. But, surprise,
surprise: Underlying 1t all was not a deregulation of
revealed beliefs in favor of a natural balance of self-
indulgence --- the solution constantly being
prcached at us --- but rather a systematic
universalizing of monotheistic principles of ethical
cconomics that profit the common man. It 1s the
human connection with its religious conscience, and

not unrepentant materialism unleashed, that ushered
in this golden era of local gain and growth from a
new global compact of finance and trade. It 1s a
material achievement the world has vet to repeat ---
and for obvious recason. This period of unparalleled
increase and relative international peace coincides
perfectly with the moral leadership of Islam and
Muslims 1n the world. and the containment of the
Dark Age distortions of religion in Europe.

The correlation of the ascendance of Islam. a morally

drniven world economy. and the prosperity of the far-
flung, culturally and religiously diverse localities

that participated in 1t makes perfect sense. The
proliferation of trade and fair spread of wealth (like
the other arenas of life) absolutely require the moral
rcfinement of man. a civility directly linked to a

shared rcligious consciousness of principles 1n
which all people can believe., be secure 1n, and
benetit from. Thus at the core of this era of surplus
resides divine revelation, the Quran and the Sunnah.,
or way of the Prophet Muhammad, sallallahu alayhe
wa sallam. The first speaks explicitly to the moral
imperative of money. The latter details the kinds of
transactions that institutionalize economic injustice.
Being just in business, therefore, became an essential
part of beliet, as did shunning participation in its
excessive forms. This means that economics became
part, not only of sacred knowledge. but of spiritual
practice. This made Muslim. at the level of their
economies, both engines of economic justice (they
were profoundly engaged 1in examining economic
arrangements and instruments, which made them
incredibly financially creative), and also formidable
bulwarks against the spread of economic oppression
(local economics and cultures never lost their
productive autonomy). This made local growers.
craftsmen, and merchants always able to insist on or
prohibit certain ways of dealing, giving them first-
line responsibility for how they made their profits,
and guaranteeing them the immediate power not to
participate, even inadvertently, in victimizing others
by unfair transactions, or to cooperate in creating
velled systems of slavery.

Underlying these Godly economics 1s a single,
immutable standard: No financial transaction must
ever., under any circumstances, be allowed to Iead to
exploitation. S. Todd Lawry, professor of economics
at Washington University, has studied the economy
of Arabia at the time of the Prophet sallallahu alayhe
wa sallam and shown that a robust and transparent
financial system existed there, based on the light of
the Noble Quran and the Prophetic traditions. The
title of his mmportant work Medieval Islamic
Economic Thought: Filling the Greal Gap in
Luropean Economics puts this 1n rare and clear
perspective. In 1t he explains that for centurics the
Islamic economic code served as the core of a just
system of international transactions anchored in
three principles:
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