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27.
28.
29.
30.

31
32

33.

34.
35.

36.
37.
38.
39.

40.

41,

42,
43..

44,
45.

Yy

Role of Ijtehad in Meeting the Challenges of Modern World
Worker-Employer Relationships in Islam

Commercial Banking Based on Islamic Principles
Elimination of Interest from Government Transactions
(including Islamic Viewpoint on Deficit Financing)
General Discussion

*“The Present State of Islamic Finance Movement®’ Evening Lec-
ture

Resource Allocation and Project Evaluation in an Islamic

Economy

Principles of Public Expenditure in an Islamic Economy

System of Zakah and Ushr in Operation in Pakistan: A

Description

Some Misgivings about Islamic Interest-Free Banking

Islam and Insurance .

Central Banking and Monetary Policy in an Islamic

Economy .

Recommendations of the Council of Islamic Ideology on

Economic Issues. .

Extension Lecture on ‘“‘Islamisation of Commercial Bank-

ing in pakistan "’ Evening Lec-
ture

Development Finance Institutions and Instruments in an

Islamic Economy

Taxation, PLS System and Islamization

Islamic Theory of Public Finance and Principles of Taxa-

tion in an Islamic Economy

Role of Awqaf

“‘Islamization Process in Pakistan”’ Evening Lec-
ture

42



S.No.

N R N

._.
e

11.
12,
13.
14,
15.
16.
17.
18.
19.
20,
21,

22,
23.
24,

25.
26.

41

Ann_exure -3

List of Topics Covered in Senior Officers
Training Programme In Islamic Economic

Doctrines and Their Practical Application Conducted by IIIE

Topics : Remarks
Main components of the Universal Islamic Message
Islamic Approach Towards Life
Ejaz ul Qur'an ( oLl jlxel)
Introduction to Hadith Literature

'Economics of Qur’an

The Concept of Al Ad! Wal Thsan

Magqasid Al-Shariah

Idiological Basis for Pakistan Movement

Applicability of Islamic Shariah in the Context of Modern

World Conditions

Extension Lecture on ““Concept of Credit & its Application. . Evening Lechire in

Modc_-.m Worl

History of Islamic Economics Thought

Contribution of Islam of World Civilization

Economic System of Islam

Islamic Economic System

Islamic Viewpoint on Distribution of Income and Wealth

Islam’s Distribution System :

Concept of Ownership & Property Relationships in Islam

The Prophet (PBUH) ka Mo’ashi Ingila’ab

Land Tenure System and land Reforms in an Islamic State .

Worker-Employer Relationships in Islam

““Source of Islamic Law"’ Evening Lec-
: ture

Social Justice in Islam

Riba in the light of Qur’an and Sunnah

Economic Rationale of the Prohibition of Interest and Vir-

tures of an Interest-Free Economy

Seminar on ‘‘Business Practices in Islamic Shariah”’

Islamization of Comx_nercm] Banking in Pa!ustan

vy



13. MI

Mawdudi, S.A.A. Ma’ashiyat-e-Islam (Economics of Islam). Edited by
K. Ahmad. Lahore: Islamic Publications Ltd., 1969. (U).

14, MWFEO The Muslim World and the Future Economic Order. (Proceedings of

15, SIE

16. TIE

17. ©U)
18. 21CIE

yy

the conference held, .on the same theme, in London during July 4-9,
1977). London: Islamic Council of Europe, 1979.

Ahmad, K. (ed) Studies in Islamic Economics. Leicester, U.K.: The
Islamic Founddtions, 1980.

Kahf, M. The Islamic Economy: An Analytical Study of the Function-
ing of the Islamic Economic System. Plainfield, Indiana: The Muslim
students’ Association of the United States and Canada, n.d. (Also
Muhammad Umer Chapra’s Review in J.R.I.LE. 1 (2). Winter 1984:
83-5.

The title is in Urdu.

The Second International Conference on Islamic Economic held during
March 19-23, 1983 at the Islamic University, Islamabad. )
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1.BWI

2. EEI

3.ESI

A Glossary of AbbreviationsUsed

Siddigi, Muhammad Nejatullah Banking Without Interest. Leicester,
U.K.: The Islamic Foundation, 1983. (Also Volker Neinhaus’s Review
in JR.LLE., 1 (2), Winter 1984: 84-93,

Siddigi, Muhammad Nejatullah The Economic Enterprise in Islam.
Lahore. Islamic Publication Ltd., 1979. :

Economic System of Islam. (Proceedings of a seminar organized by The
National Bank of Pakistan in April 1979). Karachi: The National Bank
of Pakistan, 1980.

4, FPRAI Ahmad, Z., Igbal, M. and Khan, Muhammad Fahim (eds.) Fiscal

5. ICRIE

6. IFBP

7. IIBSP

8. IKIN

9. INIEO

10. JRIE
11. MBI

12, MFEI

39

Policy and Resource Allocation in Islam. Islamabad: Institute of Policy
Studies, 1983.

International Centre for Research in Islamic Economics, King Ab-
dulaziz University, Jeddah, Saudi Arabia.

Interest-Free Banking in Pakistan. (Proceedings of the seminar on
“Islamization of Banking’’ and in 1980). Karachi. The Institute of
Bankers in Pakistan, n.d.

Siddigi, Muhammad Nejatullah Issues in Islamic Banking, Selected
Papers. Leicester, U.K.: The Islamic Foundation, 1983. (Also
Muhammad A. Mannan’s Review in J.R.I.E. 1 (2), Summer 1983.
69-72.

Seoharwi, Muhammad Hafiz-ur-Rehman Islam ka Iqtesadi Nizam -
(Economic System of Islam). Lahore. Adara-e-Islamiyat, 1981. (U).

Islam and a New International Economic Order: The Social Dimension.
(Proceedings of the symposium held, on the same theme, in Geneva,
7-10 January, 1980). Geneva. International Institute for Labour

Studies, 1980.
Journal of Research in Islamic Economics.

Ahmad. Z., Igbal, M. and Khan, Muhammad Fahim (eds.) Money and
Banking in Islam. Islamabad: Institute of Policy Studies, 1983.

Ariff, Mohammad (ed.) Monetary and Fiscal Economics of Islam.
Jeddah: International Centre for Research in Islamic Economics, 1982.

Yi



Islam and New International Economic Order’

1. Ahmad, K. ‘A Muslim Response’’, in J. Gremillion and W. Ryan (eds.) World
faiths and the New World Order Washington, D.C.: Inter-Religion Peace Col-
loquium, 1978: 171-93.

2. MWFEOQ.
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9. IPS Task Force Development Strategy for the Sixth Plan 1983-88. Islamabad.
Institute of Policy Studies, 1983.

10. Proceedings of ‘“The Open Forum on Development Strategy’’ at 2ICIE.
(Tapescript).

' . Distribution In an Islamic Economy

1. Mawdudi, S.A.A., ‘‘Milkiyyat-e-Zamin ka Mas’alah’’, (The Issue of Owner-
ship of Land) in MI: Chapter Six, 187-226. (U).

2, e “Islam aur *‘Adl-e-Ijtema’i’’, (Islam and Social Justice) in MI:
Chapter Nine, 373-92. (U).

3. Qutb, S. Islam mein A’dl-e-Ijtema’i (Social Justice in Islam). Translated from
Arabic by Muhammad Nejatullay Siddiqi. Lahore: Islamic Publications Ltd.,

1969 (U).

4. Hasan, Z. *‘Distributional Equity in Islam'’ Paper read at 2ICIE. (See also
comments by Irfan Shafey and Saeed al-Martan on this paper at the Con-
ference).

5. Shafi’, Mufti Muhamnrad Islam ka Nizam-e-Taqsim-e-Daulat (Distribution of
Wealth in Islam) Karachi: Dar al-Asha’at, 1973 (U). (English translation
available under the title Distribution of Wealth in Islam Karachi: Begum Aisha
Bawany Wakf, 1975).

6. Tabakoglu, Ahmad “Labour and Capital Concepts in Islamic Economics’,
Paper read at 21CIE. (See also comments by Muhmmad Uzair on this paper at

the conference).
7. Reference No.s 7,8,12 and 15 in III.

Specific Factor Shares

1. al-Farugqi, I.R., “Islam and Labour’’, in INIEO: 79-101.
2. Hasan, Z. “Theory of Profit. The Islamic Viewpoint”’ J.R.L.E.1 (1), Summer
1983: 1-16.

Organization of Economic Activity in Islam

1. Masud, H. Muhammad “‘Islamic Land Tanure System’’, Islamabad: Interna-
tional Institute of Islamic Economics, (Forth-coming).
2. Referénce Nos. 2 in IV. I and 2 and 3 in VI.3.
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4,

Siddiqi, Muhammad Nejatullah “Banking System and ‘Public Finance’’, in
BWI: Chapter 7, 127-54.

General Macroeconomic Models of an Islamic Economy

1.
2.
3.

4,

Kahf, M. “The Macro-Monetary Theory”’, in TIE: Chapter V, 59-93.
memenenemmena- “Beonomic Policy”’, in TIE: Chapter VI, 125-44.

Rushdi, A.A. “Effect of the Elimination of Riba on the Distribution of In-
come”’, Paper read at 2ICIE. (See also comments on this paper by Z. Ahmad
and M. Igbal at the conference).

Reference No. 10 in VI.3.

Economic Policy of an Islamic State-A Historical Perspective

1. Ahmad, M. “Distributive Justice and Fiscal and Monetary Economics in

_ Islam”, in MFEI: 311-40.

2. Hasanuzzaman, S. Muhammad ‘‘The Objectives of Economic Policy in the

Early Islamic Period”’, in ESI: 151-71.

Economic Development in an Islamic Framework

L.

Ahmad, K. ‘“Economic Development in an Islamic Framework’’, in SIE:
171-88.

mmmmmemmaa—-- “‘Some Thoughts on a Strategy for Development under an Islamic
Aegis”, in INIEO: 127-43.

. al-Mahdi, S. “Development - The Islamic Approach’’, Extension Lecture
delivered at 2ICIE.

. Nagvi, S.N.H. ‘“‘An Islamic Approach to Economic Development”’, in INIEO:
117-25. ,

. Ragab, LLA. “Islam and Development’’, . World Development, 8 (7) 8,
July/August 1980:; 513-21.

. Sutcliffe, C.R. “Is Islam an OQbstacle to Development?’’ The Journal of
Developing Aread10 (1), October 1975: 77-81.

. Nazer, Muhammad *‘the Goal and Strategy of Economic Development for the
Muslim World”’, in MWFEQ: 165-73.

. Rashid, E. ‘“‘Development Strategy for the Muslim World”’, in MWFEO: 194-8.
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Fiscal Policy In An Islamic Ecomomy

L.

3.

4.

Faridi, F.R. ““A Theory of Fiscal Policy in an Islamic State”, in FPREI: 27-58.

---------------- “Theory of Fiscal Policy in an Islamic State’, J.R. I E. 1 (),
Summer 1983. 17-35. (See also comments on this paper by Riad el-Shaikh and
Rejoinder by the author in J.R.I.E. 1 (2) Winter 1984: 79-82.

Metwally, Muhammad M. ‘“Fiscal Policy in an Islamic Economy’’, in FPRAI:
59-97.

Salama, A.A. ‘‘Fiscal Policy of an Islamic State’’, in FPRAI: 99-130.

Zakat and Ushr

1.

Al-Qardawi, Y. Figh Al-Zakah (Figh of Zakah), 4 volumes. Translated from
Arabic by Sajid-ur-Rehman Siddiqi, Lahore: Al-Badr Publications, 1981 (Vols.
1&2) (Vols. 3&$). (U).

. Badawi, Muhammad A. Zaki *‘Zakat and Social Justice’’, in MWFEOQ: 112-22.
. Suleman, R. Muhammad Umar “Dlstrlbutlve Aspects of Zakah’, in ESI:

321-39.

. Faridi, F.R. “Zakat and Fiscal Policy’’, in SIE: 119-30.
. Hashmi, S.A. ‘“Zakat as an Instrument of Fiscal Policy’’, in ESI: 340-71,
. Salama. A. Ahmad ‘‘Fiscal Analysis of Zakah with Special Reference to Saudi

Arabia’s Experience in Zakah®’, in MFEI: 341-71.

. Kadri, A.H. “The Role and Significance of Ushr in Agricultural Taxation

Policy in Muslim Economies’’, in ESI: 250-69.

. Hasanuzzaman, S. Muhammad, ‘‘Issues Relating to Zakat and Ushr", Paper

prepared for Working Group on Zakat and Ushr of 2ICIE.

Public Revenue and Tax Policy

1.

35

Seoharwi, Muhammad Hifz-ur-Rehman ‘‘Bait-ul-Mal’’, (The Exchequer) in
IKIN: 108-13. (U).

. Abu Yusuf, Imam Islam ka Nizam-e-Mahasil (Public Revenue in Islam).

Translated from Arabic by Muhammad Nejatullah Siddiqi, Karachx, Maktaba
Chiragh-e-Rah, 1966. (U).

Kahf, M. “‘Taxation Policy in an Islamic Economy’’ in FPRAI: 131-61,

YA



5.

. Ariff, Mohammad ‘‘Monetary Policy in an Interest-Free Economy - Nature

and Scope’’, in MFEI: 287-310.

. Chapra, Muhammad Umar “‘Monetary Policy in an Islamic Economy’’, in

MBI: 27-68.

. Khan, Muhammad Akram ‘‘Inflation and the Islamic Economy. A Closed

Economy Model’’, in MFEI: 237-68.
Reference Nos. 11, 12 and 13 in VL.3.

Islamic Banking in Practice

1.

9.

Kbhan, Muhammad Fahim ‘Islamic Banking as Practiced in the World"’, in
MBI: 259-90.

. Khan. A.J. “Commercial Banking Operations in an Interest-Free

Framework”’, in IFBP: 19-45.

--------------- ‘Islamization of Commercial Banking: Achievements, Problems
and Prospects”, in IFBP: 47-70.

. Qureshi, D. Mohammad ‘‘Investment Financing in an Interest-Free: Economy”’

in IFBP: 71-91.

---------------- ‘Islamization of Finanacial Irstitutions in Pakistan: Achieve-
ment, Problems and Prospects’’, IFBP: 93-108.

. Farooqui, A.H. ‘‘Financing of Foreign Trade in an Interest-Free Economy’’, in

IFBP: 143-52.

. Siddigi, Muhammad Nejatullah *‘Issues in Islamization of Banking’’, in IIBSP:

13345,

. Neinhaus, V. “Profitability of Islamic PLS Banks Competing with Interest

Banks: Problems and Prospects”, J.R.I.E. 1 (1), Summer 1983: 37:47. (See also
Comments on this paper by Muhammad Nejatullah Siddiqi and Z. Alimad in
J.R.LE., 1 (1), Summer 1983; 63-8, and Fahim Khan in J.R.L.E., 1 (2), Winter
1984: 73-8.

Reference No.s 1 and 17 in VL.3.

Public Sector Economics In An Islamic Economy

1.

\&!

Reference Nos. 5,8,9,10,13,15,16,17 and 18 in III
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4 ““‘Business of the Bank’’, in BWI; Chapter 2, 19-38.

B ““The Bank and The Qwners of Capital”’, in BWI: Chapter 3, 39-52.
R ————— “‘Banking in an Islamic Framework”’, in IIBSP: 51-65.
T i ‘‘Rationale of Islamic Banking’’, in IIBSP: 67-96.
8. - ‘“The Process of Credit Creation’, in BWI: Chapter 5, 73-96.
L ‘““Monetary Theory of Islamic Economics’’, in IIBSP: 125-31.

10. e “Some Clarification®’, in BWI: Chapter 9, 167-76.

| R “Economics of Profit-Sharing’’, in FPRAI: 163-201. (See also

IIBSP: 97-123). '
R ‘‘Banking in an Islamic Framework’’, in MWFEO: 101-11.

13.Ahmad, Z. ““Inaugural Address’’, in IFBP: 3-18.

14.Chapra, Muhammad Umar, ‘‘Money and Banking in an Islamic Economy’’, in
MFEI: 145-86.

15.Mohsin, Mohammad ‘‘A Profile of Riba-Free Banking, in MFEI: 187-210.

16.Uzair, Muhammad ‘‘Some Conceptual and Practical Aspects of Interest-Free
Banking’’, in SIE: 37-57.

17.Bashir, B. Ahmad “‘Successful Development of Islamic Banks’’, J .R;I.E. 12
Winter +984: 63-71.

Central Banking-And Monetary Policy In An Interest-Free Economy

1.Siddiqi, Muhammad Nejatullah ‘“The Central Bank’’, in BWI, Chapter 6,
97-124.

2.Uzair, Muhammad ‘‘Central Banking Operations in an Interest-Free Banking
System’’, in MFEI: 211-35.

3.Hashmi, S.A. “Central Banking and Monetary Policy in an Islamic Economy”’
in IFBP: 109-26.

4. Al-Jarhi, M.A. ““A Monetary and Financial Structure for an Interest-Free
Economy: Institutions, Mechanism and Policy’’, in MBI: 69-101.

T ———— *“The Relative Efficiency of Interest-Free Monetary Economies:
The Fiat Money Case’’, in SIE: 85-118.
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2.Zarqa, Muhammad A. “‘An Islamic Perspective on the Economics of Discoun-
ting in Project Evaluation’’, in FPRAI: 203-52. ’

3.Choudhry, M.A. “The Rate of Capitalization in Valuation Models in an Islamic
Economy”’, in FPRAI: 287-313.

4.Naqvi, S.N.H. ““Interest Rate and'Intertemporal Allocative Efficiency in an
Islamic Economy”, in MFEI: 75-106.

Money Banking And Monetary Policy in an Islamic Economy

1.Siddigi, Muhammad Nejatullah, ‘‘Islamic Approach to Money, Banking and
Monetary Policy’’, in MFEL: 25-42, or more recent version of the same in IIBSP.

15-50.

2.Ariff, Mohammad “‘Introduction’’, in MFEI; 1-23.

3.Ahmad, Z. Igbal, M. and Khan, Muhammad Fahim “‘Introduction”’, in MBI:
1-25.

Nature of Money and Interest: The Wesiern View and The Islamic Viewpoint

1.Saud, M. A., “Monéy, Interest and Qirad’’, in SIE: 59-84.

2.Ahmad, Z.-‘>‘The Theory of Riba’’, Islamic Studies, 17 (4), Winter 1978: 171-85.
(Reprinted from Islamic Quarterly, January/June 1978).

3 Shafi’, Mufti Muhammad Mas’ala-e-Sud (The Problem of Interest). Karachi:
Dar al-Asha’at, 1979. (U).

4.Ahmad, M. “‘Semantics of Theory of Interest’’, Islamic Studies, 6 (2), June
1967: 171-96.

- Alternatives to Interest in an Islamic Economy

1.Council of Islamic Ideology ‘‘Report on the Elimination of Interest from the
Economy”’, (alongwith ‘‘Interim Report of the Panel of Economists and
Bankers on the Elimination of Interest’’), in MBI: 103-257.

2.Ali, M. ““Mudarabat and Shirakat as a Basis of Interest-Free Economy”’, in
IFBP: 127-41. »

3.Siddigi, Muhammad Nejatullah Shirkat aur Mudabarat kay Shar’i Usul (Prin-
ciples of Shirakah and Mudarabah in Shar’iah). Lahore. Islamic Publication
Ltd. 1969. (U).
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Theory of Firm

1. Siddigi, Muhammad Nejatullah ‘‘Ends of Economic Enterprise’’, in EEI:
Chapter One, 1-34.

2. “Justlce and Benevolence as the Bases of Entrepreneurial
Behaviour®’, in EEI: Chapter Two, 35-73.

K I “Muslim Entrepreneur and the Economy”’; in EEI: 139-52.
4 Kahf, M. *“The Theory of Production’’, in TIE: Chapter III, 29-38.

5.Metwally, Muhammad M. “A Behaviom"al Model of 'Isiamic Firm"'. ICRIE,
Research Series in English, Paper No. 5, n.d. 13p.

Market Structure and Resource Allocation

2.Siddiqi, Muhammad Nejatullah ‘“The Market Under the Influence of the Islamic
Spirit”’, in EEI: Chapter Three, 75-138.

1.Reference No. 2 in IV.1.
3.Kahf, M. ““Market Structure: Free Cooperation”, in TIE: Chapter IV, 41-56.

4.Mannan, Muhammad A. ““Islamic Perspectives on Market Prices and Alloca-
tion’’, ICRIE, Research Series in English, Paper No. 5, 1982. 31p.

R ““Allocative Efficiency, Decision and Welfare Criteria in an
Interest-Free Islamic Economy. A Comparative Policy Approach”’, in MFEI:
43-73.

6.Reference Nos. 18 and 19 III.

Basic Macroeconomic Themes In Islamic Economics

1.Kahf, M. “A Contribution to the Theory of Consumer Behaviour in an Islamic
Society’’, in SIE: 19-36.

2. Khan, Muhammad Fahim ‘“Macro Consumption Function in an Islamic
Framework'’, J.R.LLE., 1 (2), Winter 1984, 1-24.
Investment

1.Kahf, M. “Saving and Investment Functions in a Two- Sector Islamic
Economy’’, in MFEI: 107-23.
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15.

16.

17.

18.

19.

20.

Ishaque, K. Muhammad “Private Property and Its Role in Islamic Social
Order”’, in ESI: 19-54.

Ishaque, K. Muhammad “The Islamic Approach to Economic Activity and
Devlopment’’, in MWFEO: 74-100.

Sakr, Muhammad Ahmad ‘‘The Role of State in the Economic System of
Islam™. in INIEO: 103-16.

Ibn Taymiya Public Duties in Islam: The Institution of the Hisba. Translated
by Muhtar Holland: edited by K. Ahmad. Leicester, U.K.: The Islamic Foun-
dation, 1982. '

Khan, Muhammad Akram ‘Al-Hisba and the Islamic Economy’’,-in Ibn
Taymiya, op.cit.: 135-51.

Awan, A.A. Equality, Efficiency and Property Ownership in the Islamic
Ec_onomic System, Lanham, MD: University Press of America, 1983.

Microeconomic Theory of An Islamic Economy

1.

2.

3.

4,

Seoharwi, Muhammad Hifz-ur-Rehman ‘‘Inferadi Ma’ishat’’,
(Microeconomics) in IKIN: 61-7. (U).

-Kelani, Abdul Rahman Islam mein Zabita-e-Tijarat (Islamic Code of*Business

Ethics). Edited by A. Zubeidi and Abdul Wakeel Alvie. Lahore. Maktaba-tus-
Salam, n.d. (U).

Mannan, Muhammad A. ‘‘Scarcity, Choice and Opportunity Cost: Their
Dimensjons in Islamic Perspective”’, ICRIE, Research Series in English, Paper
No. 10, 1982. 35p.

Reference Nos. 18 and 19 in III.

Consumer Theory

1.

2.

AY

Ariff, Mohammad “‘Towards Establishing the Micro foundations of Islamic
Economics. A Contribuition to the Consumer Behaviour in an Islamic
Society”’. Paper presented at the 12th Annual Conference of The Association of
Muslim Social Scientists, November 1983. 29p.

Kahf, M, ““The Theory of Consumption’’, in TIE: Chapter 11, 15-25.

\ mm———— “A Contribution to the Theory of Consumber Behaviour in Islamic

Economy”’, in SIE: 19-36.
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Islamic Economic System/Economic System of Islam

1.

10.

11.

12.

13.

14.

Mawdudi, S.A.A. “Qur’an ki Ma’ashi Ta'limat’’, (Economic Teachings of the
Qur’an) in MI: Chapter Two, 67-117. (U)

------------------ “Islami Nizame Ma’ishat kay Usul aur Magqasid’’, (Principles
and Objectives of Islamic economic Order) in MI: Chapter Four, 141-63. (U)

------------------ “Sarmayadari aur Islam ka Farq”, (Different between
Capitalism and Islam) in MI: Chapter Three, 119-39. (U)

. Qazi, A.G.N. “Economic System of Islam’’, (Speech delivered at National

Defence College, Rawalpindi on 6th August 1983). Karachi. State Bank of
Pakistan, 1983.

. IKIN.
. Siddigi, Muhammad Nejatullah Some Aspects of Islamic Economy. Lahore:

Islamic Publications Ltd., 1970.

----------------- ““‘Guarantee of a Minimum Level of Living in an Islamic State’.
Paper read at 2ICIE. (See also comments on this paper by S.N.H. Naqvi at the
Conference). ,

------------------ Islam ka Nazriyya-e-Milkiyyat (Ownership in Islam), 2 Volumes.
Lahore: Islamic Publication Ltd., 1968 ).

. Chapra, Muhammad Umar The Economic System of Islam. Karachi: Universi-

ty of Karachi, 1971.
----------------- “The Islamic Welfare State and Its Role in the Economy”’, in

------------------ ‘Review on Ethics and Economics: An Islamic Synthesis’’, The
Muslim World Book Review, 2 (1), Autumn 1981, 21-6.

Nagqvi, S.N.H. Ethics and Economics: An Islamic Synthesis. Leicester, U K.:
The Islamic Foundation, 1979.

w-memeneeeeer— Individual Freedom, Social Welfare and Islamic Economic Order.
Islamabad: Pakistan Institute of Development Economics, 1983.

Mirakhér. A. “Attempt to synthesize Islamic ethics and modern economics’’,
Crescent International, 13 (7), Ramadhan 16-Shawwal 1, 1404 (June 16-30,

1984): 9,11.

29

At



Annexare - 2
Contents Of The Two Week Refresher Course
~ For Teachers Of Islamic Economics

Nature of Islamic Economics

1.

Zarqga, A. “‘Islamic Economics: An Approach to Human Welfare”’, in SIE:
3-18.

. Hasanuzzaman, S. Muhammad ‘‘Definition of Islamic Economics’’, J.R.L.E.,

1 (2), Winter 1984: 51-3.

. Khan, Muhammad Akram ““Islamic Economics: Nature and Need'’, J.R.L.E.,

1 (2), Winter 1984; 55-61.
Kahf, M. “Islamic economics and Its Methodology’’, in TIE: Chapter 1: 1-11.

. Ahmad, K. “Introduction’!, in SIE: xiii-xxili.

. Mawdudi, S.A.A. ‘‘Ma’ashi Qawaneen ki Tadween-e-Jadid aur Uskay Usul’’,

(Guidelines for Reconstruction of Economics from an Islamic Perspective) in
MI: Chapter Eleven, 417-36. (U).

. Tasin, Muhammad “‘Islami Iqtisadiyat sey Muta’allaq Chang Usuli Baten’’,

(Some Fundamental Issues in Understanding Islamic Economics) Fikr-o-Nazar,
14 (2), August 1976: 81-101; 14 (3), September/October 1976: 209-20. (U).

. Mannan, Mohammad A. “‘Islamic Economics as a Social Science’’, J.R.I.E., 1

(1), Summer 1983: 49-61.

Muslim Economic Thinking

1.

Siddigi, Muhammad Nejatullah ‘“Muslim Economic Thinking: A Survey of
Contemporary Literature”’, in SIE: 119-315.

““Recent Works on History of Economic Thought in
Islam: A Survery”’, ICRIE, Research Series in English, Paper No. 12, 1982.
60p.

. Boulakia, J.D.C. “Ibn Khaldun; A Fourteenth Century Economist”’, Journal

of Political Economy, 79 (5), September/October 1971: 1105-18.

Zaim, 3. “Contemporary Turkish Literature on Islamic Economics”’, in SIE: .
316-50.
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Fifth Year

27

I— Term- II- Term
No. of No. of
Course Title Credits Course Title Credits
Figh 4  Figh 4
Arabic Conversation 1 Arabic Conversation _ 1
Grammar (English or French) 2  Grammar (English or French) 2
Economic Planning 3  Economics of Iran 4
Growth and Development Socialist System of Economic
Economics 3 Planning 2
Money and Banking 3  Economic Planning in Islamic
Economies 3
Multinational Corporation 2  Research Report 3
_International Economic Institutions 2
20 19
Total Hours in 5 Years = 40+40+41+40+39 = 200
Total Subjects in 5§ Years = 18+18+17+14+15 = 82
AT



Third Year

I - Term II- Term
No. of No. of

Course Title Credits Course Title Credits
Tafseer 2 Tafseer 2
Islamic History 1 Is]amic; History 1
Figh 4  Usul AlFigh 3
Arabic Grammar 3 Figh 3
Arabic Conversation 1  Arabic Grammar 3
Grammar (English or French) 2  Arabic Conversation 1
Principles of Economics 4 Grammar (English or French) 2
Mathematics for Economists I 3 Mathematics for Economists II 3
) Macro Economics 3

20 21

Fourth Year
Usul Al-Figh 3  Usul Al-Figh 3
Figh 4 Figh 4
Arabic Conversation 1  Arabic Conversation 1
Maani wa Biyan 3 Maani wa Biyan 3
Grammar (English or Frensh) 2  Grammar (English or French) 2
Micro Economics 3 History of Economic Thought 3
Statlistics 4  Econometrics 4

20 20
AY 26



Annexure 1.D

Curriculum For The B,A. Degree At
Imam Sadiq University, Tehran, Iran

First Year

I-Trem
I1-Trem
No. of No. of

Course Title Credits Course Title - Credits
Tajweed 1 Quran 1.
Islamic History 1 Islamic History 1
Ageeda 2 Ageeda 2
Logic 2 Logic 2
Figh 2 Figh 2
Arabic Conversation 5 Arabic Grammar 5
Grammar (English or French) 4  Arabic Conversation 1
Conversation (English or French) 2  Grammar (English or Frensh) 4
Physical Training 1  Conversation (English or French) 2

20 20

Second Year
Tafseer 1  Tafseer 1
Islamic History 1 Islamic History 1
Agqeeda 2 Agqeeda 2
Logic 2 Figh 2
Figh 2  Arabic Grammar 5
Arabic Grammar 5 Arabic Conversation 1
Arabic Conversation 1  Grammar (English or French) 4
Grammar (English or French) 4 ' Conversation (English or French) 2
Conversation (English or French) 2  School of Philosophy 2

20 20
25 AA



Third Year

I - Semester II-  Semester
No. of No. of
Course Title Credits Course Title Credits
Al-Qura’n Al-Karim 1  Al-Qura’n AlKarim 1
Al-Hadith 6 AlFiqh and AlSiyasah AlShariah 4
Usul-Al-Figh & Principles of Figh 4  Islamic Studies 2
Macroeconomic Analysis 3 Money and Banking 3
Economic History for Society 2 International Economics 3
Marcantile Law and Companies 2 History of Islamic Economic
Thought 3
English Language 2 English Language 3
20 19
Fourth Year
Al-Qura’n Al-Karim 1  AlQura’n AlKarim 1
Al-Hadith 3  Al-Hadith 3
AlFigh and Al-Siyasah AlShariah 2  AlFigh and Al-Siyasah Al-Shariah 2
Islamic Studies 1 Islamic Studies 1
Econometrics 3 Theory of Distribution 3
Economic Development and Mathematical Economics 3
Planning 3
Project Evaluation 2  [Islamic Economics (Seminar
Course) 2
Islamic Economics (Theory) 3  Saudi Arabian Economy and the
Economies of Islamic
Thesis 1 World 3
19 18

Total Hours in 4 Years = 39+38+39+37 = 153
Total Subjects in 4 Years = 15+13+14+17 = 59

hours

A4
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Annexure 1-C

Curriculum For The Undergraduate Programme At
Imam Muhammad University, Riyadh, Saudi Arabia

I - Semester

First Year

II - Semester

No. of No. of
Course “itle Credits Course Title Credits
Al-Qua’n Al-Karim 1 Al-Qura’n Al-Karim 1
Tafseer and Ulum-Al-Qura’n 6  AlFigh and Al-Siyasah Al-Shariah 2
Al-Tawheed 2  Mathematics for Economists 3
Islamic Studies 2 Basic Economics (Macro) 3
Basic Economics (Micro) 3  Accounting 2
Principles of Accounting 2  Mrinciple of Business
- ‘ministration 2
English Language 2 Arabic Language 4
English ¥ angvage 3
19 20
Second Year
Al-Qura’n Al-Karim 1  Al-Qura’n Al-Karim 1
AlFigh and Al-Siyasah AlShariah 4  Al-Tafseer and Al-Ulum-Al-Quran 6
Islamic Studies 2  Usul-Al-Figh and Principles of
Figh 4
Micro-Economic Analysis 3 Islamic View of Public Revenue 3
Principles of Statisties 2
Arabic Language 4  Statistics Analysis 2
Euglish Language 3 English Language 3
19 19
9.
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Third Year

I - Semester II - Semester
No. of No. of
Course Title Course Title
Credit Credit
Economic Analysis J 4 History of Islamic Economic
Thought 3
Monetary Economics 3  Fiscal Economics 3
Economics of Welfark & International Economics 3
Distribution 3
Econometrics I 4 Economic Analysis II 3
Ethical Philosophy of Islam 2  Research Methodology 3
The Preaching of Islam 2 Islamic Civilization 2
18 17
Fourth Year
History of Western Economic Regional Cooperation Among
Thought 3 Muslim Countries 3
Comparative Economic Systems 3  Project Evaluation 3
Project paper and anyone or twoof 2 Project paper and anyone or iwoof 4
the following elective course (s) ' the following elective course (s)
listed below: listed below:
Development Studies Development Studies
Economic Planning 3  Ecanometrics II 3
Development Finance 3  International trade & Development 3
Comparative Development Development Administration 3
Experience 3 Regional Economics 3
International Studies International Studies
International Economic Institutions 3  Econometrics II 3
Issues in International Economics 3  International Trade and
Development 3
International Relations 3 International Finance 3
Modern & Contemporary History Regional Economics 3
of Islam 2
Islam & Society 2 Islamic Thought & Contemporary
Issues 2
1518 1518

Total hours in 4 years =
1)

32 + 34 + 35+ 35 =136
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Annexure 1-B

Curriculum For The B.A. Degree In
Kullivyah of Economics
International Islamic University, Malaysia

First Year
I - Semester II - Semester
No. of No. of
Course Title Course Title
Credits Credits

Economics 1 _ 3 Economics II 3
Quantitative Analysis I 4  Quantitative Analysis I1 4
Introduction to Business Introduction to Accounting 3
Administration 3 :
Introduction to Islam & Its Aqidah 2  Introductior. to Al-Quran 2
Elementary Quranic Language I 2 Elementary Quranic LanguageII 2
Elementary English Language I 2  Elementary English Language IT 2

16 16

Second Year _
Micro-economics 4  Macro-economics 4
Figh for Economists I 3 Fiqgh for Economists 11 3
Introduction to Computers & Introduction to Development and
Information Processing 3 Planning 3
Introductjen i+ .i-Sunnah 2 Fiqgh Al-Ibadat 2
Introduction to Al-Sk--" "~ 2 Intermediate Quran Language I1 2
Intermediate Guramic Languagel 2  Intermediate English II 2
Intermediate English I 2

18 16

21 1y



Third Year

I-Term II-Term
No. of No. of
Course Title Course Title
Credits Credits

Micro-Economics (I) 4.5 Micro Economics (II) 4.5
Macro-Economics (I) 4.5 Macro Economics (1) 4.5
Monetary Theory 4.5 Public Finance 45
Introductory Statistics 4.5 Basic Econometrics 4.5
Usul Al-Figh (1) 3 Usul Al-Figh (I1I) 3
Figh Al-Muamilat Al-Maliyya @I) 3 Figh AlMuamilat Al-Maliyya @II) 3
Arabic 3 Arabic 3

27 27

Fourth Year
Advanced Micro-Economics 4.5 Advanced Macro-Economics 4.5
Comparative Economic Systems 4.5 Economic Development 4.5
Readings in Islamic Economics 4.5 Economies of Muslim Countries * o3
International Trade and Current Issues in Islamic
Finance 4.5 Economics 4.5
History of Economic Thought 3 Readings in Economic System

of Islam 4.5

Research Methods for Social Research Project *x 3
Scientists 3
Usul al-Figh IV 3 Figh al- Mumamilat IV 3

27 27
% Alternatively: “The Pakistan Economy” 3
* & Alternatively: “Project Evaluation” 3
Total credits in 4 years = 54+54 +54+54 = 216
Total subjects in 4 years = 14+14+14+14 = 56
v 20



Conclusion

In this paper we have described the major teaching Araining programmes in
Islamic econtomics, provide some comparative assesment and most importantly
identified some of the areas where improvements in the existing programmes are
needed. Attempt has also been made to identify areas where new programmes are
required to meet pressing needs. Some suggestions have been made only to initiate
the discussion.

Annexture-1-A

Curriculum For The B.Sc. (Hons.) Degree
At IIIE, ITIU, Islamabad

First Year

I-Term II - Term
No. of No. of
Course Title Course Title
Credits Credits

Arabic (Reading) I 4.5 Arabic (Listening Practice) 4.5
Arabic (Grammar) I 4.5 Arabic (Grammar) II 4.5
Arabic (Conversation & Arabic (Conversation & '
Composition) 4.5 Composition) IT 4.5
Islamic Studies (Arabic) I 4.5 Islamic Studies (Arabic) II 4.5
English (Reading) I 3 English (Reading) II 3
English (Grammar) I 3 English (Grammar) I 3
English (Composition) I 3  English (Composition) I1 3

27 27

Second Year
Arabic III 4.5 Arabic IV 4.5
English II1 4.5 English IV 4.5
Introduction to Economic Theory Introduction to Economic Theory
)] 45 (dI) 4.5
Mathematics for Economics (I) 4.5 Mathematics for Economics 11 4.5
Usul Al-Fiq (I) 3 Figh al-Muamilat ul-Maliyya () 3
Pakistan Studies : 3 Economic Doctrines of Islam 3
The Islamic Man 3 The Islamic System 3

27 27

Q%
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Table - §
List Of Courses For A One-Year Diploma In
Shariah For Economics Graduates

First Term:
. Arabic Language I.
. Arabic Language II.

. Tafseer.

. Usul al-Hadith.

. Usul al-Figh.

. History of Islamic Economic Thought.

N AW =

Second Term:

. Magqasid al-Shariah.

. Figh al Muamilat.

. Figh For Economists I.

. Figh For Economists II.

. Introduction to Islamic Economic Theory.

. Readings in Contemporary Islamic Economic.

DN L bW N

Summer:

Summer will be required oulyr" for deficiency courses in language or other subjects, if
any.

Another area for training programmes is to cater for the provision of suitably
qualified manpower for Islamic banking. A beginning was made in this regard by
the International Federation of Islamic Bank which established an International In-
stitute of Islamic Banking and Economics in Cyprus. The IIIBE started a diploma
programme in Islamic banking. Unfortunately the Institute ran into financial pro-
blems and was closed down in 1984. The gap created by the cessation of this pro-
gramme has not yet been filled.

ITIE started a Senior Officers Training Programme (SOTP) in Islamic
Economic Doctrines and their Practical Application in 1986. This is a 4-week pro-
gramme meant for senior officers of economic ministries and bank executives. The
contents of this programme are given in Annexure-3. So far three such programmes
have been conducted. The course is running very successfully and is creating a very
good impact. Given sufficient resources, the Institute plans to offer this programme
on an international level. Since this programme is meant for senior officers the need
for similar programmes for middle level management of Islamic banks is still there.

Yo 18



Table 4
List of Courses for 2 One-Year Diploma In
Economic Theory for Shariah Graduates

First Term:

. English Language I

. English Language II

. Basic Economic Concepts.

. Introduction to Economic Theory.
Money and Banking.

Public Finance.

R

Second Term:

1. Microeconomic Analysis.

2. Macroeconomic Analysis.

3. International EconomicsAnternational Economics Institutions.
4, Development and Planning.

5. Islamic Economics.

6. Comparative Economic Systems.

Summer :

Summer will be required only for deficiency corses in language or other

subjects if any .

17
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been the availability of qualified manpower. The present generation of economists
had little or no formal education in Islamic economics or subjects necessary for it. In
order to meet the immediate requirements, some re-orientation programmes are
needed. A beginning in this regard was made by I1IE in 1984 by conducting a two-
week refresher course for teachers of Islamic economics from Pakistani universities.
The contents of this course are given in Annexure-2. This year another refresher
course with international coverage has been planned under the joint auspices of IIIE
and the Islamic Research and Training Institute of the Islamic Development Bank
Jeddah.

While these progtammes are a good beginning,a two-week programme can
hardly be considered sufficient to provide the teachers of Islamic economics the
kind of orientation required. A cursory look at the course contents would reveal
that covering all that ground in two weeks is a tall order. Only a broad brush treat-
ment is possible. However, the problem is that onthe-job training programmes
cannot be conducted for much longer periods. Therefore, one has to settle for short
training programmes of 2-4 weeks duration and hope to create interest among the
participants to further increase the knowledge imparted within that limited period
on a selfstudy basis and6r through follow-up courses.

We are however, of the view that in order to meet the immediate requirements
some more efforts have to be made. We have tostart some crash programmes. We
suggest the following two programmes: '

1. One Year Diploma in ShariahAslamic Economics for Graduates of Economics.
2. One Year Diploma in Economics For Shariah Graduates.

Proposed structures of these diploma programmes are given in Tables 4 and 5§
respectively.

The Diploma in Economics For Shariah Graduates will be very useful in
assimilating madrassa students in the degree programmes. They may be required to
complete this diploma before entering the degree programmes. This will also be
useful for shariah experts teaching figh courses to economist or involved in research
on contemporary economic problems. These diploma programmes will go a long
way in bridging the communication gap that presently exists between economists
and fuqaha. They can then work together to find Islamic solution to contemporary
economic problems in a better way.

¥ 16



In many countries there are some local course requirements determined by the
government. We suggest that these should be accomodated within the 150 hours.
However, in exceptional cases the work load may be marginally increased.

The time reserved for languages (i.e. 21 hours)should be divided between
English and Arabic for each student depending upon his level in these two
languages. For example students coming from college stream would take more
Arabic while students coming from Madrassastream would take more English.

For optional subjects three seperate lists have been suggested. Out of the five
optional courses, the students with Economics major must take at least two courses
from first list. Similarly students with Figh major must take at least two courses
from the second list. Students with Double Major should take two courses from
each of these lists. The rest of the optional courses may be taken from any of the
three lists. It is to be noted that these lists are only indicative. More courses can be
added to each of these lists. Each department may also choose only a few of theseto
be offered if facilities do not exist to offer all.

C. Graduate Programmes:

Graduate programmes in Islamic economics have been stated at I11E, and
Faculties of Shariah at Ummul Qura University Mekkah and Imam Muhammad
University in Riyadh. All these programmes are new and it may be a little pre-
mature to evaluate them. We will only give a couple of remarks.

The same two models i.e. Shariah dominance in the programmes of Imam
Muhammad University and Ummul Qura University and dominance of economics
in the programme of IIIE are observed.

Most of the material available in Islamic economics litrature can be covered at
the undergraduate level. Therefore, enough graduate level material is at present not
being covered. This aspect can only be improved with the passage of time. For this
very reason, there are some people who have some reservations about starting
graduate programmes at this stage. The other opinion is that graduate programmes
will themselves lead to good quality papers, dissertations and researches. They will
also be useful for producing teachers for undergraduate programmes. Next few
years will show the product of graduate programmes and an evaluation can then be
made more objectively.

D. Training Programmes:

Training programmes are meant to cater {0 the manpower requirements of the
process of Islamization. In the field of teaching itself, the most severe constraint has

15 4A
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maintained. In this regard, it should be remembered that since the degree to be
given is in economics, it should not be dominated by shariah subjects. However,
shariah componant should be strong enough to produce the kind of blend that
Islamic economics aims at.

3. It is desirable to cater to varying aptitudes of students. It can be achieved by in-
troducing the system of majors. Initially two majors i.e. major in economics and
a major in figh can be introduced. More majors can be added in due course.

4. Some optional subjects from other disciplines such as Islamic history, sociology,
philosophy, political science, law, business management, accounting etc may be
allowed. This will help broadening the outlook of graduates.

New Proposed Structure of Undergraduate Programmes in Islamic Economics

In the light of the above remarks, we have attempted to design a slightly
‘modified programme for undergraduate teaching in Islamic economics. The struc-
ture of a four year programme leading to a Bachelors degree in economics in given
in Table - 2 while the suggested curriculum is given in Table - 3.

Table - 2
Proposed Structure for a B.A. Degree
Programme in Islamic Economics |
Credit Hours Required
Subjects Core Major in Major in Double Major
Economics Figh
Shariah subjects 24 24+12=36 24+24=48 24+24=48
Economics 36 36+24=60 36+12=48 36+24=60
Complementary subjects 15 15 15 15
Languages (Arabic & English) 21 21 21 21
Optional subjects —_ 15 15 18
Total: 96 96+54=150 96+54=150 96 + 69 =165
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From a study of the composition of these programmes and of their course con-
tents, two distinct models seem to emerge. The programmes of Imam Sadiq
University and of Imam Muhammad University place much more importance on
shariah subjects as compared to the programmes of IITE and 11U Malaysia. The
relative weight of shariah subjects is almost double in the former two programmes
as compared to the latter two. The case of economic subjects is exactly reverse. The
result is that the graduates produced by the first model would lack sufficient
background in economics while the graduates produced by the second model would
be weak in their shariah background. Finding the right balance between the two is
the most important issue in teaching of Islamic economics.

Within the second model, the relative share of economics and related subjects
which include statistics, mathematics, quantitative methods etc. is higher in case of
I1U Malaysia (67% as compared to 50%)but in absolute terms ILIE programme has
a larger componant of economics and complementary subjects (108 credit hours as
compared to 90 credit hours). Therefore, one can safely conclude that in terms of
economics the programme of II1E is the strongest. It also devotes a lot of time to-
languages i.e. 69 credit hours which again are the highest in the four year period.
The problem with the IITE programme is that it has a very high work load which
may not be sustainable in the long run. Secondly, the shariah componant aof the
programme is rather weak. While the graduates of IH{IE can be compared to the
graduates of any reputable university in terms of their background in economics,
their shariah background remains much lower than the professed objective of pro-
ducing scholars who can serve as the vanguards of efforts to Islamize knowledge.

Another objective which the programme has not been able achieve is the merger
of the college and madrassa streams of students. Again the reason seems to be that
the programme is heavy on the technical side from the very start which the madrassa
students with very poor background in this area find difficult to live with.

A feature which is common to all the programmes is the lack of options
available to students. The programme of I1U Malaysia does provide some options
but they are also within the area of economics and business. At an undergraduate
level so much concentration is perhaps undesirable. Furthermore, within the
discipline itself if some diversification can be provided, it will suit the varying ap-
titudes of the students better.

In the light of this discussion we are of the view that some improvements « re
required in the undergraduate programmes presently in vogue. We offer the follow-
ing suggestions for improvement:

1. The work load should not exceed 150 credit hours in total and 20 in one semester.
2. A more judicious balance between economics and shariah subjects should be

11 ‘oY



Table - 1
Structure of Undergradunte Programmes:

A Comparative Statement

IIE nu Imam Imam Sadiq
Islamabad Malaysia Muhammad University
Univ. Rlyadh Tehran

1. Duration of the Programme 4 yrs 4 yrs 4yrs 5 yrs

2. Medium of Instruction English Arabic | English Arabic Arabic Persian

3. Credit Hours Required of 216 134 153 200
which
i) Shariah Subjects 39 28 - 64 69
(%) (18.05) (20.9) 41.85) (34.5)
ii) Economics 84 63 43 45
(%) (38.88) 47.01) (28.10) 22.5)
iii) Complementary 24 27 21 8
(%) (11.11) (20.14) (13.72) 4.0)
iv) Language 69 16 25 78
(%) (31.94) (11.95) (16.33) (39.0)

4. Number of One Semester 56 48 59 82
Courses

5. Average Number of 7 6 74 - 8.2
courses per Semester

6. Average Hours of 27 17 19 20
Instruction per week

Except for Imam Sadiq University, all programmes are of four years duration

after higher secondary school level. The programme of I1IE appears to be the most
intensive in the sense that it requires completion of 216 credit hours'. Hifz re-
quirements and some non-credit courses are in addition to these. It involves 27
hours of class-room instruction per week. The most extensive programme is the one
of Imam Sadiq University Tehran, spreading over five years and requiring 82 one
semester courses. The programme of Kulliya of Economics, I1U Malaysia is more
traditional in the sense that it follows the usual work load that is in vogue in most of
the Western University (which is in the range of 120-135 credit hours). The average
number of courses to be taken per semester ranges between 6 to 8.2 in the four in-
stitution under review.

1. The legal requirement is not expressed in terms of credil hourse. However, the required courses
involve 216 hours of class-room instruction. For purposes of comparisen, a uniform language has been
adopiled.
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B) Undergraduate Programmes:

) Undergraduate programmes are most important for the achievement of the
" desired objectives. However, designing of a programme which can accomodate
multifarious needs of the discipline is not an easy task.

In order to give a good understanding of traditional economics, a firm knowledge of relevant
shariah subjects, quantitative methods and other analytical techniques and modern technology
relating to the science of ecpnomics, and to Prepare the graduates for the market,

requires inclusion of a large number of subjects in the curriculum. Then there is also
the language requirement. In order to have excess to the rich heritage of shariah
knowledge the students must have a good knowledge of Arabic. At the same time
they should also have a good knowledge of English language because most of the
traditional economics literature is in English. Since one of the objective is to merge
“madrassa” education and college education, the different backgrounds with which
graduates from these two streams come, places additional constraints on the design
of degree programme in Islamic Economics. One has to pull out a reasonablly
homogeneous group, one has to come up with a course-mix which can preduce
graduates who can take up the challenge of promoting the discipline of Islamic
economics and meet the market requirements emerging from the efforts of
Islamization. One has to solve the problem of medium of instruction and prepara-
tion of bilingual graduates.

Given the time constraint, fitting in all the requirements is a very difficult task.
Different institution have tried to cope with these requirements in different ways all
of which involve a compromise in one front or other. In this section we review the
programmes of four major institutions engaged in undergraduate teaching. These
are, International Institute of Islamic Economics, International Islamic University,
Islamabad Pakistan; Kulliya of Economics, International Islamic University
Malaysia; Department of Economics, Faculty of Shariah, Imam Muhammad
University, Riyadh Saudi Arabia and Department of Economics, Imam Sadiq
University, Tehran Iran. A summary picture about the structure of undergraduate
programmes in Islamic Economics in these institutions is given in Table-1. The
detailed curricula for these programmes are given in Annexure-1.



1.
2.

Economic Doctrines of Islam.
Introduction to Islamic Economic Theory.

In addition every teacher should be asked to introduce Islamic elements in the
conventional courses as far as possible. The suggested contents of the two courses
are given below:

1. Economic Doctrines of Islam

1.
2.

0o ~1 ON L AW

What is Islamic Economics and how does it differ from secular economics.
Islamic Economic System: A comparative study.Salient features of the
Islamic Economic System.

. Islamic principles guiding consumption and production.

. Guidelines from shariah for the theory of exchange.

. The concept of ownership and its limits in an Islamic framework.

. The redistribution mechanism in an Islamic economy.

. The concept of “Riba’, its interpretations and implications.

. Alternative institutions to interest-based operations and their justification in

Shariah.

. Zakat and its economic role: The place of zakat in Islamic Fiscal Policy, its

effects on consumption, saving and investment activity in the country saving
and investment activity in the country.

10. Institutions of Ushr, Kheraj, Jizya etc. as sources of public revenue.
11. The economic role of state in an Islamic economy.
12. Muslim Economic Thinking: A Survey of Contemporary Literature.

2,
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8.

9.

troduction to Islamic Economic Theory

. Consumer behaviour in Islamic Perspective and its effect on demand.
. Behaviour of firm in Islamic framework and its effect on supply.

. Market Zquilibrium.

. Islamic view on Market Structures - Perfect competition, Monopoly,

oligopoly, Monopolistic competition.

- Factors of Production and Determination of their Return.
. Distributive Justice and Need Fulfilment.
. Measurement of Gross and Net National Product: Some consideration from

Islamic Perspective.
Introduction to macro-economic modelling for an Islamic economy.
Consumption, Saving and Investment functions in an Islamic economy.

10. Interest-Free Banking and Monetary Policy.

11. Public Sector Economics in Islamic Economy.

12. Project evaluation from Islamic Perspective.

13. Gudelines for international trade from Islamic Shariah.
14. Concept of economic development in Islamic framework.



10. Public Finance, Fiscal Policy and Budgeting:
Taxation in Islam.
The institution of “Baitul Mal®
Principles of Public Expenditure.
The institution of Zakat.
Zakat as an instrument of Fiscal Policy.
The Zakat and Ushr Ordinance, 1980.

11. International Trade:
Islamic approach to trade among nations. New world economic order and
Islam.

12. Economic Development and Planning:
Islam’s keen interest in economic development.
Encouragement of technology, Inventions and innovations.
Nature and Importance of Economic Planning in Islam.
Goals for development policy in Islam.

13. Role of the State:

Maintenance of Law and order; security of life and property; Social security;
provision of basic necessities of life; Social overhead capital, education and tabligh;
Economic development; social justice.

14. Social Justice in Islam:
Social justice in Islam; goals, strategies and instruments.

15. Role of Muslim Economists:

Muslim civilization and the development of world trade, commerce,
agriculture, technology and transport.

Contribution of Muslim Economists to the development of Economics as a
science.

16. Islamization Process in Pakistan:
The character and objectives of any Islamic Economy.
The choiance of an appropriate Policy Package.
The Islamic Policy Package.

It goes without saying that partial programmes cannot help much in the objec-
tive of Islamization of knowledge. However, they have their own importance. They
are a good precursor to full-fledged degree programmes where introduction of the
latter is not possible for one reason or the other. They are like the first few drops of
rain that herald the downpour of heavy torrents. The contents of these courses can
however, he improved. Assuming only two one semester courses to be offered we
suggest the following sequence of courses.



2. Bssic Values and Principles:
Concepts of Equality 3l sl ¢ brotherhood 3 )-._;"'-i; Justice J.s ¢ taqva (g 45
,benevolence (L. and co-operation o 4« as basis of all economic policies.

Concept of Halal and Haram and its hpplication to economic activities.
Islamic code of business ethick

3 .islam and other Economic System:
The economic System - its meaning and functions.
A comparative analysis of the broad economic features of Islam, Capitalism

and Socialism.

4. Consumption:
Importance and principles of consumption in Islam.
Principles of moderation and its economic significance.
Behaviour of the Muslim Consumer.

§. Preduction:

Islamic approach to production. Areas of private and public ownership in
Islam Ownership and cultivation of Land. Forms of business organizations -
Muzarba and Shirakat.

6. Dignity of Labour:
Importance, dignity and rights of labour in Islam.
Measures to improve labour-capital relationship.

7. Product Pricing:

Concept of just price in Islam. Prohibition of exploitative prices - monopalitic,
specualtive etc. Regulation and control of prices.

Behaviour of firms under the influence of Islamic spirit.

8. Principles about Distribution of National Income and Wealth

Quranic emphasis on the circulation of wealth among all sections of the com-
munity. Limits on rents and profits. Islamic approach to determination of wages.
Measures against accumulation of personal wealth - the institutions bf zakat 3§ 3¢
Sadqat i ,Khairat = - and augaf ‘."Lijf Distributional aspects of the Islamic Law
of inheritance. State’s powers for further measures. Rights of specified sections of
the community to receive pensions, Death duties. The revolutionary concepts of

(sal).

9. Interest - Free Banking and Insurance:
Prohibition of interest and its economic and social significance.
Interest - Free Banking.
Introduction of interest-free investment and deposit accounts in Pakistan.
Insurance and Islam.
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Islamic knowledge character and spirit. They should have all the necessary
qualities which would enable them to reconstruct modern knowledge on the
foundations of Islam and to suggest ways and means for putting it into prac-
tice.

In the light of these broad principles the teaching programmes in Islamic economics
should aim at the following:

(i ) Knowlege of Arabic good enough to enable the students to have a direct access
to classical Islamic literature and original sources.

i) Knowledge of Islamic shariah in general and Islamic economics in particular.
@ii) Knowledge of traditional economics.

@iv) Knowledge of “quantitative’ tools of analysis.

( v) Ability to critically evaluate economic theory.

(vi) Tocreate professional awareness about the need for a new approach towards
the science of economics.

(vii) Tomotivate the students to participate in the process of Islamization of
knowledge.

(\iiii) To prepare the student for the market in order to meet the requirements of
‘Islamization efforts on the one hand and to provide decent means of living for
the graduates on the other hand.

3. Salient Feaiures of Various Kinds of Teaching Programmes in Islamic

Econonzics
A) Partial Programmes:

As mentioned in section one, there are four kinds of programmes being of-
fered. Partial programmes are the least ambitious among these. They involve only
one or two courses in Islamic economics. Contents of these courses vary but they are
naturally of a very elementary level. Typical contents of a course of this nature in-
clude the following:

Economic Values and System of Islam:
(Punjab University, Pakistan)

1. Meaning and Scope of Islamic Economics:
Economic System of Islam as a part of its overall philosophy of life.
Sources of Islamic economic concepts.
Islamic Economics and Modern Economics.



existing education system may be useful. The major defects from which the educa-
tion systém in most of the Muslim countries suffer may be identified as follows:

Firstly the education system has been bifurcated into the so called “modern”
education and religious education. The two are being imparted through entirely in-
dependent and completely different institutional set-up with no interaction between
them. In most of the Muslim countries, religious education is given through
“madrassas” while the colleges and universities have been reserved for the so called
‘“‘modern education”.

Secondly the religious education is given neither patronage nor recognition.
While the university education is run by state machinery, the religious education has
been left to voluntary institution. Whatever public fund are available flow to public
schools tolleges while the religious institutions are left at the mercy of philan-
thropists. Similarly the graduates of “deeni madaras” receive no official recogni-
tion. Almost all public jobs go to the graduates of colleges Ainiversities. The
graduates of “madaras™ have to survive on very meager and irregular allowances in
the informal sector. They have no status in the society and are often looked down
upon by the “educated class”. The natural result has been that most of the talent
flow to the secular system of education.

Thirdly the quality of education has béen pathetically low. The curricula and
syllabi for the university education are out-dated. The system of education and ex-
amination is such that the critical and ingenuitive abilities of the students are not
promoted. The situation in “madrasa” education is even worse. The system of
education and examination is very loose. Quite often it is very informal. Even cur-
ricula and syllabi are not standardised. They vary from one madrassa to another
both in coverage and standard. There is hardly any place for the study of modern
developments, new technology or research.

The brief review of the problems given in the previous paragraphs provide
useful insights for chalking out a strategy for their solution. Any prescription for
the treatment of the ailing system must include the following elements:

(i ) Theso-called “modern” education and the religious education systems must
be fused together.

@i) The education should be purpose-oriented. It should be considered as Ibada
and must result in a better understanding of Islamic faith. It should aim at
character-building and spiritual elevation along with an increase in
knowledge.

@iii) The quality of education should be improved so as to produce people who are
not only qualified in modern science and technology but are also imbued with



1. Introduction

Islamic economics is a new discipline but it is gaining strength and maturity
very quickly. The development of the discipline in the last few years has led to the
establishment of teaching and training programmes at a number of places and in
several countries. With increasing litrature of high quality becoming available and
due to tremendous interest in the area, it is hoped that several new programmes will
crop up in near future. Therefore, it is & very crucial stage in the development of the-
discipline. The seed has been sown but the crop is years of hard work ahead. This is
the time for fertilizing and watering on the one hand and weeding and pruning on
the other. While it is imperative to increase the present effort manifold, it is also
important to keep a vigilant eye on the experiments underway in order to ensure that
they achieve the objectives for which they are designed. It is with this spirit that the
present exercise of a comparative study of the major teaching programmes in
Islamic economics is being undertaken.

Islamic economics was introduced initially as one of the subjects in degree
programmes in economics and shariah faculties in some universities. It comprised of
only one or two onesemester courses. The number of courses gradually increased.
It was only in early 80s that full-fledged degree programmes in Islamic economics
were introduced. At present, there are three kinds of teaching programmes which
are in vogue.

(A) Partial programme.

(B) Undergraduate programmes and

(C) Graduate programmes.

Mention must also be made of some training programmes desigrned to meet short-
term needs of the process of Islamization. In the following pages we will say a few
words about each of these. But before doing that we present some broad objectives
which the teaching programmes should attempt to achieve. It will be with reference
to these that the existing programmes shall be evaluated.

2. Objectives of teaching programmes in Islamic Economics

Teaching of economics in major universities of most of the Muslim countries
inherited or borrowed its style from Western universities. Its approach has been
secular and contents purely mundane. Such a programme is quite in line with the
materialistic approach of secular countries but is in flagrant contradiction with the
Islamic system. In an Islamic society all disciplines should have a profound imprint
of Islam so as to provide Islamic vision for those involved. Before listing the objec-
tives of teaching programmes in Islamic economics, some general remarks about the

3 Vs
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11. Assalusi, Ali Ahmad “Mu’amalat Al-Banuk al-Haditha".
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Appendix E
Contd. (2)

II. Fundamentals of Figh Relating to Economic Matters

26. Introduction to some simple Islamic juristic terms
a. Mal (Propery)and its kinds {mmovable, Movable, Valuable and Un-
valuable ‘Mutagawim and Ghair Mutagawim’).
b. Ownership Complete Ownership and benefits Partial ownership.
27. Zakat First volume of Al-Hedaya (p. 96-117).
28. Ba'y (sale) Third Volume of Al-Hedaya . 21-86).
29. Al-Musharakah.
30. Al-Mudharabah.
31. Al-Muzara’h.
32. Al-Musaqat.

- 33. Aldjarah.

34. Al-Wadiyy’ah.
35. Al-Ariyya’ah.
36. Al-Hiba.

Prescribed Texts:
1. Samuelson, P.A. & Nordhaus, W.D. “Economics’’ 12th Edition.

New York McGraw-Hill Book Co., 1985.

2. Mannan, M.A. “Islamic Economics - Theory and Practice”.

3.

Lahore: Sh. Mohammad Ashraf & Sons 1970.
Afzalaur-Rehman, “Economic Doctrines of Islam’ Vol. I, II & III.
Lahore, Islamic Publications Limited, 1980.

4, Siddiqi, N. “Islam Ka Nazriyae Milkyyat”’ Vols I & II (Urdu)

Lahore, Islamic Publications Limited, 1968.

5. Marhenani “Al-Hedaya”.

Additional Recommended' : Books:

1.

56

Wonnacott, and Wonnacott, R. “Economics” 2nd Ed New York:
McGraw-Hill Book Co., 1982.

. Brue, S.L.and Wentworth, D.R. “Economic Sciences: Theory in Today’s

World” 2nd Ed. Englewood Cliffs, N.J. Prentice-Hall, 1980.

. Shafie Muftie Muhammad ‘Ma’areful Qur’an’ 8 Volumes (Urdu Tafseer)

Karachi: Idarah al Ma’aref, 1980.

. No’mani, Muhammad Manzoor “Ma’areful Hadith” Vols. 4 and 7 (Urdu)

Karachi: Darul Asha’at n.d.

. Al-Abadi, Abdussalam “Nazriyyatul-Milkiyyah”, Jordan, Amman: Maktaba

tul Agsa.
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Appendix E

List of Topics Assumed to Have Been Covered In The Courses At
Principles Level As Pre-Requisite To The Proposed Course On

“Microeconomics With Islamic Perspective’’.

Contents:
I. Principles of Economics in Conventional Framework

II.

1.

What is Economics.

2. Microeconomics Versus Macroeconomics.

[V T - ¥ ]

o =T = - B =)

—

13.

14,
15.

. Basics of Demand and Supply.
. Market Equilibrium.
. Market Structure- Perfect Competition, Monopoly, Oligopoly, Monopolistic

Competition.

. Market Failures.

Factors of Production and Determination of their return.

. Measurement of Gross and Net National Product.

. National Income Accounts.

. Determination of National Income.

. Classical, Keynesian and Neo-Classical approaches to the Microeconomics

framework of an economy.

. Money and National Income Determination.

Extension of the basic model of national income determination to include
international trade.

The Balance of Payments.

Tariffs, quotas and free trade.

Islamic Economic Doctrine

16.
17.
18.

Some Salient Feaiures of the Islamic Economic System.,
The concept of Halal and Haram and its economic implications.
Islamic Norms relating to Production, Consumption, Exchange and

Distribution.

19.
20.
21.
22,

23.

24,
25.

VYo

The concept of ownership and its limits in an Islamic framework.
The Redistribution mechanism in an Islamic Economy.

The concept of “Riba”, its interpretations and implications.
Alternative institutions to interest - based operations and their justifica-
tion in Shari’ah.

Zakat and its Economic Role: The place of Zakat in Islamic Fiscal Policy,
its effects on consumption, saving and investment activity in the country.
Institutions of Ushr, Kheraj, Jizya etc. as sources of Public revenue.
The economic role of state in an Islamic economy,



B. Maximization of Social Welfare.
1. Derivation of the Grand Utility Possibility Frontier.
2. Determination of the Welfare-Maximizing State.

C. Determination of the Welfare-Maximizing Output-Mix, Commodity
Distribution and Resource Allocation.

D. Welfare Maximization and Perfect Competition.

E. Critique and Extensions.

—_0O \D 0 0N B W =

bt
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. Extension to Many Factors, Products and Consumers.
. Corner Solutions.

. Existence of Community Indifference Curves.
. Elastic Supply of Factors.

. Joint and Intermediate Products.

. Decreasing Returns to Scale.

. Externalities in Production and Consumption.
. Kinked Isoquants.

. Convex Isoquants.

. Increasing Returns to Scale.

. Indivisibilities in the Production Processes.

R



22,

23.

Yy

I11. Some Additional Topics on Factor Pricing and Income Distribution.
A. The Price of Fixed Factors: Rents and Quasi Rents.
B. Non-homogeneous Factors and Wage Differentials.
C. The ‘Adding Up’ Problem: ‘Product Exhaustion’ Theorems.
1. Euler’s Product Exhaustion Theorem.
2. Clark-Wicksteed-Walras ‘Product Exhaustion’ Theorem.

General Equilibrium Theory
. Interdependence in the Economy.
. The Walrasian System.
.Existence, Uniqueness and Stability of an Equilibrium.
. A Graphical Illustration of the Path to General Equilibrium.
. A Graphical Treatment of the Two-Factor, Two-Commodity, Two-
Consumer General Equilibrium System 2 x 2 x 2 Model).
1. The Assumptions of the 2 x 2 x 2 Model.
2. Static Properties of a General Equilibrium State.
a. Equilibrium of Production.
b. Equilibrium of Consumption.
c. Simultaneous Equilibrium of Production and Consumption.
3. General Equilibrium and the Allocation of Resources.
4. Prices of Commodities and Factors.
5. Factor Ownership and Income Distribution.
F. Concluding Remarks.
G. Appendix to Chapter 22.
SectionI Extension of the Simple General Equilibrium Model to any
Number of Housebolds, Commodities and Factors of Production.
Séction II Some Comments on the Existence, Stability and Uniqueness of
General Equilibrium. '
Section III Money and General Equilibrium.

Welfare Economics
A. Criteria of Social Welfare.
1. Growth, of CNP as a Welfare Criterion.
2. Bentham’s Criterion.
3. A ‘Cardinalist’ Criterion.
4. The Pareto-Optimality Criterion.
5. The Kaldor-Hicks ‘Compensation Criterion’.
6. The Bergson Criterion ‘Social Welfare Function’.

mgawp
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Appendix D
Contd. (8)

Part Three
Factor Pricing
General Equilibrium Theory
Welfare Economics

21. Pricing of Factors of Production And Income Distribution
Introductory Remarks
I. Factor Pricing
A. Factor Pricing in Perfectly Competitive Markets.
1. The demand for Labour in Perfectly Competitive Markets.

i) Demand of a Firm for a Single Variable Factor.
ii) Demand of a Firm for Several Variable Factors.
iii) Market Demand for a Factor.

2. The Supply of Labour in Perfectly Competitive Markets.
i) Supply of Labour by an Individual.
ii) Market Supply of Labour.

3. The Determination of the Factor Price in Perfect Markets.

B. Factor Pricing in Imperfectly Competitive Markets.
Model A Monopolistic Power in the Product Market.

a. Demand of the Firm for a Single Variable Factor. .
b. Demand of the Firm for a Variable Factor when Several Factors are used.
¢. The Market Demand for and Supply of Labour Model B.

Model B Monopsonistic Power in the Factor Market.

a. The Monopsonist uses a Single Variable Factor.
b. The Monopsonist Uses Several Variable Factors.

Model C Bilateral Monopoly
Model D Competitive Buyer-Firm versus Monopoly Union.

1. I:lasl.ic.ily of Factor Substitution, Technological Progress and Income Distribution.
A. Elasticity of Input Substitution and the Shares of Factors of Production.
B. Technological Progress and Income Distribution

# This reading list is basically suggested for the teachers and not for the students. Teachers may
develop, from this list, their own readings list for their students.
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Appendix D
Contd. (7)

V. The Process of Decision-making.
VI. Uncertainty and the Environment of the Firm.
VII. A simple Model of Behaviourism. .
VIII. A Comparison with the Traditional Theory.
IX. Critique. '

Section G: Theory of Games Linear Programming

19. Theory of Games
I. Some Definitions.
I. TwoPerson Zero-Sum Game.
a. Certainty Model.
b. Uncertainty Model.
III. Non-Zero-Sum Game.
IV. The ‘Prisoner’s Dilemma’: A Digression.

20. Linear Programming
I. General Notes.
II. Statement of the Linear Programming Problem.
I11. Graphical Solution. '
a. Grphical Determination of the Region of Feasible Solutions.
b. Graphical Determination of the Objective Function.
c. Determination of the Optimal Solution.
IV. The Simplex Method.
a. The Iterative Procedure.
V. The Dual Problem and Shadow Prices.

A\
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15.

16.

17.

18.

Appendix D
Contd-(6)

Section E: Managerial Theories of the Firm

Baumol’s Theory of Sales Revenue Maximization
I. Rationalization of the Sales Maximization Hypothesis.
II. Interdependence and Oligopolistic Behaviour. *
III. Baumol’s Static Models.
IV. Baumol’s Dynamic Model.
V. Empirical Evidence.
VI. Some Comments.

Marri’s Model of the Managerial Entreprise
I. Goals of the Firm.

II. Constraints.
III. The Model: Equilibrium of the Firm.
IV. Maximum Rate of Growth and Profits.

V. Comparison with Baumol’s Model.
VI. Comparison with a Profit Maximizer.
VII. Critique of Marri’s Model.

Williamson’s Model of Managerial Discretion
I. the Managerial Utility Function.
I1. Basic Relationships and Definitions.
I1I. The Model.
a. A Simplified Model of Managerial Discretion.
b. The General Model of Managerial Discretion.
IV. Implications of the Model.
V. Comparative Static Properties.
VI. Empirical Evidence.

Section F: Behavioural Theory of the Firm

The Behavioural Model of Cyert and March
I. The Firm as a Coalition of Groups with Conflicting goals.
II. The Process of Goal-Formation: The Concept of the ‘Aspiration Level’.
II1. Goals of the Firm: Satisfying Behaviour.
IV. Means for the Resolution of the Conflict.

Vv,



11.

12.

13.

14.

Appendix D
Contd-(5)

Section C: Average-Cost i’rlcing

A Critique of the Neoclassical Theory of the Firm:
The Marginalist Controversy
I. The Basic Assumptions of the Neoclassical Theory.
I1. The Hall and Hitch Report and the ‘Full-Cost’ Pricing Principal.
III. Gordon” Attack on Marginalism.
IV. In Defence of Marginalism.

A Representative Model of Average-Cost Pricing
I. Goals of the Firm.

II. Demand and Cost Schedules.
I11. Price Determination: The ‘Mark-Up’ Rule.

IV. Comparison with Pure Competition.

V. Predictions of Average-Cost Pricing Theory in Changing Market Condi-
tions.
VI. Critique of Average-Cost Pricing.

Section D: Limit Pricing (or Entry-Preventing Pricing)

Bain’s Limit-Pricing Theory
I. Bain’s Model.
II. Barriers to New Competition.
a. Bain’s Concepts of ‘Combetition’ and ‘Entry’.
b. Barriers to Entry.
II1. Summary of Bain’s Empirical Findings.
IV. Industry Equilibrium.
V. Some Comments.

Recent Developments in the Theory of Limit Pricing
I. The Model of Sylox-Labini
I1. The Model of Franco Modigliani.
II1. The Model of Bhagwati.
IV. The Model of Pashigian.
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Appendix D
Contd. (4)

7. Price Discrimination
I. Assumptions.
II. The Model.
II1. Effects of Price Discrimination. _ _
1V. Price Discrimination and Elasticity of Demand.
V. Price Discrimination and the Existence of the Industry.
VI. Government-Regulated Monopoly.

8. Monopolistic Competition
I. Assumptions.
II. Costs.
II1I. Product Differentiation and the Demand Curve.
IV. The Concepts of the ‘Industry’ and the ‘Group’.
V. Equilibrium of the Firm.
VI. Critique.
VII. Comparison with Pure Competition.

Section B: Classical Oligopoly

9. Non-Collusive Oligopoly :
I. Cournot's Doupoly Model.
II. Bertrand’s Duopoly Model.
III. Chamberlin’s Oligopoly Model.
IV. The ‘Kinked-Demand’ Model.
V. Stackelberg’s Duopoly Model.

10 Collusive Oligopoly
1. Cartels. '
a. Cartels aiming at Joint Profit Maximisation.

b. Market-Sharing Cartels.

I1. Price Leadership.
a. The Model of the Low-Cost Price Leader.
b. The Model of the Dominant-Firm Price Leader.
c. Critique of the Traditional Price Leadership Models.
d. Barometric Price Leadership.

II1. The Basing-Point Price System
a. The Single Basing-Point System.
b. Multiple Basing-Point System.
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Contd. (4)
Part Two
Theory of The Finm -
Section A: Perfect Competition, Monopoly,
Monopolistic Competition

5. Perfect Competition
I. Assumptions.
I1. Short-Run Equilibrium.
a. Equilibrium of the Firm in the Short Run.
b. The Supply Curve of the Firm and the Industry.
c. Short-Run Equilibrium of the Industry.

III. Long-Run Equilibrium
.. a. Equilibrium of the Firm in the Long Run.
_b. Bquilibrium of the Industry in the Long Run.
¢. Optimal Resource Allocation.

IV. Dynamic Changes and Industry Equilibrium.
a. Shift in the Market Demand.
b. Predictions of the Perfect Competition Model when Costs Change.
c. Effects of Imposition of a Tax.

6. Monopoly
I. Definition.
I1. Demand and Revenue.
II1. Costs.
IV. Equilibrium of the Monopolist.
a. Short-Run Equilibrium.
b. Long-Run Equilibrium.

V. Predictions in Dynamic Changes.
a. Shift in the Market Demand.
b. An Increase in the Costs of the Monopolists.
c. Imposition of a Tax.

VI. Comparison of Pure Competition and Monopoly.
VII. The Multiplant Firm.
VIII. Bilateral Monopoly.
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I11. Modern Theory of Costs

a. Short Run Costs
b. Long-Run Costs: The ‘L-Shaped’ Scale Curve.

IV. Engineering Costs Curves

a. Short-Run Engineering Costs
b. Long-Run Engineering Costs.

V. The Analysis of Economies of Scale
a. Real Economies of Scale.
b. Pecuniary Economies of Scale.

V1. Empirical Evidence on the Shape of Costs

VII. The Relevance of the Shape of Cos'ts in Decision-making.

46

a. Statistical Cost Studies.

b. Studies Based on Questionnaires.
c. Engineering Cost Studies.

d. Statistical Production Functions.
e. The ‘Survivor’ Technique’.
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III. Technological Progress and the Production Function,
1V. Equilibrium of the Firm: Choice of Optimal Combination of Factors of
Production,
a. Single Decision of the Firm.
b. Choice of Optimal Expansion Path.

V. Derivation of Cost Functions from Production Functions.
a. Graphical Derivation of Cost Curves from the Production Function.
b. Formal Derivation of Cost Curves from a Production Function.

VI. The Production Function of A Multiproduct Firm.
a. The Production Possibility Curve of the Firm.
b. The Isorevenue Curve of the Multiproduct Firm.
¢. Equilibrium of the Multiproduct Firm.

4. Theory of Costs
I. General Notes
II. The Traditional Theory of Cost
a. Short-Run Costs.
b. Long-Run Costs: The ‘Envelope Curve’
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Appendix D

Contents of A Typical Text Book On Microecoecomics*
Of Intermediate Level of An Undergraduate-Programme

Part One
The Basic Tools Of Analysis

1. Introduction
I. Economic Models.
II. Classification of Markets.
ITI. The Concept of an ‘Industry’
A. The Importance of the Concept of an ‘Industry’.
B. Criteria for the Classification of Firms into Industry.

2. Theory of Demand _
I. Theory of Consumer Behaviour.
a. The Cardinal Utility Theory.
b. The Indifference Curves Theory.
c. The Revealed Preference Hypothesis.

d. The Consumers’ Surplus.
e. Some Applications of Indifference Curves Analysis.

II. The Market Demand
a. Derivation of the Market Demand.
b. Determinants of Demand.
c. Elasticities of Demand.
d. Market Pemand, Total Revenue and Marginal Revenue.

III. Recent Developments in the Theory of Market Demand
"a. The Pragmatic Approach to Demand Analysis.
b. Linear Expenditure Systems.

1V. The Demand for the Product of a Firm.

3. Theory of Production
I. The Production Function for a Single Product
II. Laws of Production
a. Laws of Returns to Scale.
b. The Law of Variable Proportions

% these contents have been taken from A. Koutsoyiannis, Modern Microeconomics Macmillan
Publishers, 1985.
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xii) What aspects of an Islamic economy will fail to be reflected if the conventional
definition of factors of production is used to explain the Theory of Production
or Theory of Costs. Suggest an alternative classification of factors of produc-
tion for an Islamic economy.

xiii) Discuss Nature of Personal income distribution and wealth distribution an
Islamic economy and how is it related to the microeconomic behaviour in the
Islamic economy.

xiv)Give an Islamic Criterion of evaluating to situations from the point of view of
economic welfare of the society. How does this criterion differ from the
criteria given by Islamic economists from time to time?

g% 43



proach, then you will have to give your own theory as to what should be the
principle for an Islamic firm to fix a price for its product.
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Appendix C

Sample of Assignments To Be Given To The Stndenfs On
Topics Required To Be Discussed in Islamic Perspective

i) What is the economic problem &f man in Islamic perspective and how does it
differ from that in secular perspective.

ii) Critically examine the axioms underlying the Conventional Consumer Theory.
Does the explanation of consumer behaviour in Islamic perspective require a
different set of axioms. If so, what are the axioms and how they differ from the
secular axioms.

iii) Distinguish between “need” of Maslahat and “‘want”’ as implied in the con-
cept of utility. Compare their relative merits and demerits for their application
of the analysis of consumer behaviour in Islamic perspective.

iv)Explain the “need” of savings as opposed to “need” for investment in Islamic
" perspective.

v Explain the Concept of Israf first using the concept of utility as in the cunven-
tional sense and then using the concept of Maslahat as explained by Shatibi.

vi)Explain how an Islamic Consumer will decide what is “al-Afw” that he is re-
quired to spend in the Cause of Allah. Use the Concept of need (for consump-
tion, savingsAnvestment) to explain this concept. What parameters will
determine the size of al-Afw for a typical consumer.

vii) Lists such possible costs of a firm in conventional framework that may not be
considered as cost in Islamic framework and vice versa.

viii) Implication of Islamic Principles of Ijarah for the Classification of factors of
production.

ix)Islamic Prinéiples of Profit and their implications for supply and demand of
entrepreneurs.

x)Give a classification of firms according toits objectives and the nature of
ownership of its resources and its liabilities keeping in view the Islamic norms
of business organization.

xi)From Chap. 11 to 18, of Koulsoyiannis, find out which alternate theory of
pricing of a firm can be regarded as closest to Islamic approach. Suggest
modifications which can bring further close to the Islamic Approach. ((f you
think none of these theories can be regarded any where near the Islamic ap-

\va . 41



Appendix B
Contd. (5)

7. Distribution Theory

40

A. Koutsoyiannis, Modern Microeconomics Chapter 21, pp. 468-484.

Munawar Iqbal (ed) Distributive Justice and Need Fulfilment in an Islamic
Economy in Islam International Institute of Islamic Economics, Islamabad, pp.
1-24.

Anas Zarqa, “Islamic Distributive Schemes” in Munawar Igbal (ed) Distributive
Justice and Need Fulfilment im an Islamic Economy, I1le, Islamabad, pp
159218, '

. General Equilibrium and Welfare Theory
A. Koutsoyiémnis, Modern Microeconomics Chapter 22.

M. Ali Khan, “General Equilibrium and Capital Pricing in Islamic Framework”
(under print), International Institute of Islamic Economics, Islamabad.

K. Arrow and G. Debreau, “Existence of an Equilibrium for a Competitive
Economy’ Econometerica July 1954, 22, pp. 26590

K. Arrow, “An Extension of the Basic Theorem of Classical Welfare
Economics” in J, Neyman ed. Proceedings of the Second Barkley Symposium on
Mathematical Statistics and Probability, Barkley 1951, pp. 507-32.

F. Bator, “The Anatomy of Market Failure” Quarterly Journal of Economics
August 8, 1972, pp 351-79.

. Welfare Economics

A. Konlsoyinnis, Modern Microeconomics Chapter 23.

Anas Zarqa, “Islamic Economics: An Approach to Human Welfare™ in Khur-
shid Ahmad, ed. Studies in Islamic Economics, Institute of Policy Studies,
Islamabad, 1980.

R, Coarse, “the Problem of Social Cost’’, Journal of Law and Economics Oc-
tober, 1960, 3, pp. 1-14.-
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M. Nejatullah Siddiqi, Economic Enterprize in Islam Ch. 1-2 and 3.
Monzer Kahf, ““The Islamic Economy’’ chapter 4. '
M.A. Mannan, The Making of Islamic Economic Society ch. 10 and 11.

M M. Metwally, “A Behavioural Model of Islamic Firm” Research Paper Series
(English)No. 5 of Centre for Research in Islamic Economxcs King Abdulaziz
University J eddah.

Abdul Azim Islabi, “Ibn Taimeyah’s Concept of Market Mechanism” Journal
of Research in Islamic Economies, Vol. 2, No. 2 Winter 1985 pp. 55-66.

Badal Mubharji, Theory of firm in an Imterest Free Economy, Centre for
Research in Islamic Economics, King Abdulaziz University, Jeddah.

K. Boulding, “The Present Position of the Theory of Firm” in K E. Boulding
and W.A. Spivy (eds) Linear Programming and Theory of Firm, Macmillan New
York 1960, pp. 1-17.

R. Coarse, “The Nature of the Firm" Economica, Nov. 1937, 4, pp. 386-405.

W. Goper, “Theory of Firm: Some Suggestions for Revision’’ American,
Economic Review, December 1949, 39, pp. 204-22,

. Factor Pricing

A. Koutsoyiannis, Modern Microeconomics Chapter 21.

M. Fahim Khan, “Factor of Production and Factor Markets in Islamic
Framework”, Mimeograph, Centre for Research in Islamic Economics King
Abdulaziz University, Jeddah.

M. Masud, “Islamic Land Tanure System”, Discussion Paper, International In-
stitute of Islamic Economics, Islamabad.

A.Tabakoglu, “Labour and Capital Concepts in Islamic Economics’, in M.
Fahim Khan (ed) Distribution in Macroeconomic Framework (Underprint) In-
ternational Institute of Islamic Economics Islamabad.

Zubair Hassan, “Theory of Profit: The Islamic View Point” in Journal of
Research in Islamic Economics Vol. 1 No. 1 pp. 1-16.

Salim Chishti, “Theory of Profit: The Islamic View Point- Comment” Journal
of Research in Islamic Economics Vol. 2 No. 1 Summer, 1984 pp. 49-51.
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Zubair Hasan, “Macro Consumption Function in an Islamic Framework-
Comment "’ Journal of Research in Islamic Economics Vol. 2 No. 2 Winter 1984

pp 79-81.

M. Kahf “Saving and Investment Functions in Two-Sector Islamic Economy” in
Monetary and Fiscal Economics of Islam” edited by M.Ariff, Centre for
Research in Islamic Economics King Abdulaziz University Jeddah.

A.Zarqa, “An Islamic Perspective on the Economics of Discounting in Project
Evaluation” in Fiscal Policy and Resource Allocation in Islam Institute of Policy

Studies, 1983, pp. 203-251.

M. Fahim Khan, “Time Value Discounting in Islam” Mimeographed, Interna-
tional Institute of Islamic Economics Islamabad,

Rafiq Masri, Al Riba Wal Hasam al-Zamani Fil Iqtesad al Islami.

M. Ariff, “Towards establishing the micro foundations of Islamic Economics: A
Contribution to the Consumer Behaviour in an Islamic Society” Paper presented
at 12th Annual Conference of the Association of Muslim Social Scientists,
November, 1983.

R. Stone, “Linear Expenditure System”’, Economic Journal 1954,

P.C. Fishburn, “lexicographic Orders, Utilities and Decision Rules*’ Manage-

ment Science July 20, 1974.

. Theory of Production and Costs
A. Koutsoyiannis, Modern Microeconomics Ch. 3 and 4.

Monzer Kahf, The Islamic Economy ch.3,.

M. Nejatullah Siddiqi, Economic Enterprize in Islam.
‘M. Nejatuliah Siddiqi, “Economies of Profit sharing’’ in Z. Ahmad et al (ed.)

Fiscal Policy and Resource Allocation in Islam, Institute of Policy Studies,
Islamabad, 1983. '

. Theory of Firm
A. Koutsoyiannis, Modern Microeconomics Chap. 5-18 (Chapters 5 to 10to be

covered in First Semester and Chapters 11 to 18 to be covered in Second
Semester).
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3. Theory of Demand

K outsoyiannis, Modern Microeconomics 2nd Ed. London Macmillan, 1979 pp.

13-66.
Zarqa, “Islamic Economics: An Approach to Human Welfare" in Studies in
Islamic Economics edited by Ahmad. Islamic Foundation Leicertes'- pp-3-9.

MF.Khan, & N.M. Ghifari “Objectives of Shari’ah and Some Implications for
Consumer Theory” Mimeographed, International Institute of Islamic
Economics, Islamabad.

M.Fahim Khan, “Macro Consumption Function in an Islamic Framework
Journal of Research in Islamic Economics Vol. 1 No. 2 pp. 1-24.

S.I. Tag-eldin, “Macroconsumption Function in an Islamic Framework-
Comment”’ Journal of Research in Islamic Economics Vol. No. 1 Summer, 1984
pp. 57-61.

S.Igbal Mahdi, “Macro Consumption Function in an Islamic Framework-
Comment” Journal of Research in Islamic Economics Vol. 2 No. 2 Winter 1984
pp- 73-77.
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2. Concept of Ownership & Property Rights

M.N. Siddigi, Islam Ka Nazriyyah-e-Milkiyyat (Ownership in Islam) 2 Volumes
1968, Islamic Publications, Lahore.

M. Fahim Khan, “System of Ownership and Private Property Rights in Islam”
(memeographed) Ille, Islamabad.

Ahmed H, Al-Maamiry, Economics in Islam 1987, Lancer Books, Delhi pp.
48-103.

M.A. Mannan, The Making of Islamic Economics Society ch.5 to 8.
E.G.Furubotn and S. Pejovich, “Property Rights and Economic Theory: A
Survey of Recent Literature”.

H. Demetz, “Towards a Theory of Property Rights’ American Economic
Review May 1967, 57, pp 374-73.
AhmedH, Mustafa and Hossein G. Askari, “Economic Implications of Land
Ownership and Land cultivation in Islam’’ in Munawar 1qbal (ed.) Distributive
Justice and Need Fulfilment in an Islamic Economy International Institute of
Islamic Economies Islamabad.
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Appendix B .

Proposed Reading List* For The
Course as Suggested in Appendix ‘“‘A”

1. Introduction

P.A.Somuelson, & Nordhaus, W.D. Economics 12th Ed.New York: McGraw
Hill Book Co., 1985 P. 24-26.

AlShatibi Al Muwafigat Cairo; Maktabah Muhammad Ali El-Azhar Vol 2 pp.
126-134.

S.N.H. Naqvi, Ethics and Economics; An Islamic Synthesis Leicester; The
Islamic Foundation 1981 P. 3740.

M. Igbal, “Ethico Economic System of Islam” Research paper Series Centre for
Research in Islamic Economics, King Abdulaziz University,. Jeddah, pp. 1-37.

F.R.Faridi, “A Theory of Fiscal Policy in an Islamic State in Fiscal Policy and
Research Allocation in Islam Edited by Z. Ahmad, M. Iqbal, M.F. Khan, In-
stitute of Policy Studies, Islamabad..

M.A.Mannan, “Islamic Economics as a Social Science”, Journal of Research in
Islamic Economics Vol:1 No. | Summer 1983, pp 49-62.
Muhammad Ariff, “Towards a Definition of Islamic Economics: Some Scien-
tific Considerations’ Journal of Research in Islamic Economics Vol 2 No. 2
Winter 1984, pp 87-103.
M.A. Mannan, Making of Islamic Economic Society Ch. 1 to 4.
" A. Koutsoyiannis, Medern Microeconomics 2nd Ed. London: Macmlllan 1979,
pp 3-12.
M. Blaugh, Methodology of Economics Cambrldge CUP, 1980 p 55-250.
M. Kahf, The Islamic Economy Muslim Students Association of U.S. and
Canada. pp 1-11.

Shah Rukh Rafi Khan, “Islamic Economics: A note on Methodology’’ Journal
of Research in Islamic Economics Vol. 2 No. 2 pp 83-85.

\ ¢o.

* This reading list is basicalby suggested for the teachers and not for the students. Teachers may
develop, from this list, their own readings list for their studeut.
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Appendix A
Contd. (6)

Theory of Distribution

a.

b.
c.

Dimensions of Distribution in an Islamic Economy

- Personal and Functional.

- Income and Wealth

- Distribution and Redistribution,

Personal Income Distribution as a part of Microeconomic behaviour.

Distinctive features of functional distribution of income in an Islamic Economy.
i) Features based on the nature of factors of production.

ii) Features based on attitudes towards labour.

General Equilii:rlum

-a.

b.

Contents of a conventional standard text on various aspects of General
Equilibrium (e.g. see contents of Chapter 22 as shown in Appendix D).
The relevance of existence, uniqueness and stability condition of Arrow-Debreaun
type economy from an Islamic Economy.

Islamic Economy as an economy beyond competitive market economy (The role
of non-market institutions in achieving economic objective of the society).

Welfare Economics

a.

b.

Criteria of evaluation of social welfare as put forward by conventional
economists from time to time.

Social Welfare function as discussed in Conventional text books and their critical
evaluation from the point of view of their relevance for an Islamic economy.
Interpersonal Comparison of Masalehul Ibad as compared to interpersonal
comparison of utility.

. Possible arguments of a social welfare function for an Islamic economy and

other contents covered in a conventional text book under this topic e.g.see the
contents of chapter 23 in Appendix D).
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Appendix A

Contd. (5)
Factors of Production, Factor
Markets and Factor Prices
a. Factors of Production in Conventional Framework.

o

. Islamic approach to factors of prodlction.

i) Rational for the Prohibition of fixed rent on money capltal in the over all
framework of the prmclples of renting in Islam.
ii) Concept of profit and principles of earning profit in Islamic framework.
iii) Human labour to be distinguished into eptrepreneurial labour aud fixed-
wage receiving labour concept of.
iv) Entrepreneurfirm in Islamic framework. :
Need to distinguish between entrepreneurial factors of productnon and rent-
receiving factors of production.
Factor Pricing of rent receiving factor of production in conventional framework
(in competitive market and imperfectly competitive markets).
Relevance of conventional factor pricing in Islamic framework.

" Supply, demand and pricing in factor markets in Islamic perspective.

Elasticity of factor substitution and the shares of factors of production'(within
rent receiving factor = — only conventional framework).

Factors determining the profit sharing ratio between entrepreneurial human
resources and entrepreneurial physical resources.

Technological Progress and income distribution (conventional framework).
Rents and quasi rents and Islamic Positions.

Non-homogeneous factors and Wage differentials alongwith Islamic perspective
on wage differential.

Euler’s product exhaustion theorem and its review in the presence of en-
trepreneurial factors of production.

. Clark-Wicksted-Walras “Product-Exhailstion Theorem” and implications of

introducing entrepreneurial factors of production in the theorem.



Appendix A
Contd. (4)

Theory of Profit Maximizing Firm Under Marginal Cost Pricing

a.
b.

How a firm is generated.
Forms of Business Organisation in Islamic Framework Compared with that in

Secular Framework. .
Goals of a firm in Secular Framework Compared with the Goals in Islamic -

Framework.

. Business ethics in Islam. .
. Principles of Production and Trade in Islam (with special reference to the in-

junctions relating to trade practices).
Identification of the Firm of Market Structures promoted by Islam and Con-
temporary Firms of Market Structures disliked by Islam.

. All those topics as discussed in conventional text book (see Contents of Chapter

5 to 10 in Appendix D).

Theory of Firm Under Alternate Pricing Mechanism

a.

b.

d.

Criticism of the Neo classical Theory of the Firm (Conventional Text Book
arguments alongwith additional arguments from Islamic point of v1ew)
Alternate Theories:
i) Average Cost Pricing Theory.
ii) Limit Pricing Theories.
iii) Managerial Theories
-Baumol’s Theory.
- Marris’ Model.
- Williamson’s Model.
- Behavioural theory.

. Review of the theories from Islamic point of view and identification of theory or

theories capable of representing the Islamic behaviour of firm (with or without

some modifications).
Linear Programming.
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Appendix A
Contd. (3)

1V Linear Expenditure Systems and their relevance in explaining the market de-

b.

g.

. Theory of Cost
a.

mand in an Islamic economy.

. Theory of Production
a.

Motivation for Production in an Islamic economy compared with a non-

Islamic economy.
Production Function for a single production and its relevance for an Islamic

economy.

. Laws of Production (Laws of Returns to Scale and Law of variable Propor-

tion).

. Technological Progress and the Production.
. Equilibrium of the Firm: Choice of Optimal expansion path.

Derivation of cost function from Production Function and its Relevance in
Islamic Framework.
Production Function for a Multiproduct Firm

The traditional theory of cost.
i) Short Run Cost.
ii) Long Rung Cost: The “Envelope Curve”.

. Modern Theory of Cost

i) Short Run Cost.
ii) Long Run Cost: The “L-Shaped” Scale curve.

. Short Run and Long Run Engineering Cost Curves.
. The Analysis of Economies of Scales.

i) Real Economies.
ii) Pecuniary Economies.

€) Empirical Evidence on the Shape of Cost Curves.

AR

i) Statistical Cost Studies.
ii) Engineering Cost Studies.
Review of Theory Costs Under the Institutional Framework of an Islamic -
Economy. :

. Cost implications of the employment of Profit-Loss sharing based factors of

production.

. Types of Cost in Conventional Framework Compare with that in Islamic

Framework.
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Contd. (2)

3. Theory of Demand
I. Theory of Consumer Behaviour

a.
b.
c.

Cardinal Utility Theory.

The Indifference Curve Analysis.

Distinction between Wants and Need (derived from the distinction bet-
ween utility and Maslaha).

Need as a basis for the analysis of consumer behaviour as opposed to utili-
ty as a basis for the analysis.

The Revealed Preference Hypothesis and its relevance for the analysis of
consumer behaviour is Islamic perspective.

Consumer’s surplus under utlhty based approach and under need based

approach.

II. Some Extensions of the Consumer Theory

a.

b.

Application of indifference curve analysis in income - leisure choice and in

intertemporal choice.
Consumer’s Time - Allocation in Islamic framework and Income - Leisur

choice as a part of the Time - Allocation problem.
Intertemporal choice in secular framework and in Islamic framework.

. Savings behaviour in secular framework and in Islamic perspective.

Risk bearing element in the Consumer behaviour with special emphasis on
the generation of supply of entrepreneursinvestors as a result of the deci-
sion making of a consumer in the context of his chmces

III.The Market Demand

pap o
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. Derivation of the Market Demand.
. Determinants of Demand.

Elasticities of Demand.
Market Demand, Total Revenue and Marginal Revenue.

The Demand for the Product of a Firm.
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Appendix A
Proposed Outline of The Microeconomics Course
To Be Taught In Islamic Perspective At Intermediate
Level In An Undergraduate Programme In Economics

1. Introduction

a.
b.

L

e omo oo o

Vo)

Economic Problem of man: Secular point of view and Islamic point view.
Economic Agents and Institutions including role state, in the context of
microeconomic behaviour, in secular framework comparison with the Islamic
framework. This will also include a discussion of the role of third sector in the
context of the behaviour of economic agents.

. Economic Institutions. Classification of Market. Islamic perspective on

market structures.

. Methodology for the study of microeconomic behaviour, This includes the

role of axioms in developing a social science and the amenability of Islamic
economics to be described with the help of the Islamic axioms for human

‘behaviour ..

Concept of Ownership and Property Rights
a.

Concept of Ownership and Property Rights
i) What do the property rights mean.
ii) Types of property rights.

. Main Elements of the System of Property Rights in Islam.

. Main features of the system of private Property Rights in Islam.
. Types of Private Property Rights in Islam.

. Courses and Means of Acquiring Private Property Rights.

Limitations on the use of Private Property rights in Islam.

. Rights of others in Private Property rights.
. Brief Comparison of Islamic System of Property rights with the Capitalistic

and Socialistic system of Property rights.
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non-Islamic society. If a person derives utility from narcotics, then in order to im-
prove society’s welfare, the welfare of the individual will have to be curtailed by
prohibiting him from using narcotics. Such conflicts are minimized if we analyse
social welfare by comparing the needs (rather than utility). Since the basis of need is
Maslahat and Maslahat of individual is Maslahat of society and Maslahat of society
is the Maslahat of individual in an Islamic framework, hence, it is unlikely that the
economic welfare of society may conflict with the welfare of individual in terms of
individual and social needs. Prdhibiting an individual from drinking alcohol will
un-ambiguously increase welfare of the individual as well as society. The Arrows
Impossibility Theorem may also be discussed with reference to an economy where
need (based on Maslahat) and the utility is the guiding factor for the consumption
and production activities in the economy. The discussion of welfare also requires a
discussion of the relationships of property rights with the social welfare. There is a
lot of conventional literature available on the issues. Some key issues should be
selected from the literature for discussing them in Islamic perspective.

This discussion should then be followed by the remaining contents of a con-
ventional text book under the heading of welfare economics (see contents of
chapter 23 in Appendix D). .
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and moral base for development of non-market institutions to achieve economic
objectives. The strength of much institutions also lies in the fact that these institu-
tions promise a reward in hereafter @nd hence the human instinct of maximization
of gains gets satisfied). The ethical and moral based institutions are required to be as
important part of general equilibrium analysis as market is considered to be.

Welfare Economics

Welfare economics is concerned with the evaluation of alternative economic
situations from the point of view of the society’s well being,

The most important question in the theory of economic welfare is to define a
criterion with which alternative economic situations can be evaluated from the point
of view of social well-being or welfare. Conventional Text books provide a sum-
mary of various criteria put forward by the economists at different points of time.
These criteria should be discussed particularly with reference to their relevance for
an Islamic economy.

The recent approach that requires formulation of a social welfare function
should be discussed in detail along with the efforts of the contemporary Islamic
economists in the area. It may be pointed out that the problems in-the evaluation of
different situations from welfare point of view arise because interpersonal com-
parison of utility is not possible-in conventional framework. On the other hand, if
we deal with the concept of need’ (instead of utility) based op the Conceptas defined,
for example, by Shatibi, we will find ourselves far ahead of the conventional
economists in evaluating different situations from welfare point of view. This is
because interpersonal comparison of need, based on Maslahat (which is objectively
definable), is more feasible than the interpersonal comparison of utility (which has
no objective basis for the purpose of definition). For example, if there is gross ine-
quality in the society, one group being very rich and other being very poor, the state
intervention to redistribute income in the economy cannot be definitely regarded, in
conventjonal framework, to have increased social welfare. On the other hand let us
see the Islamic economi¢ scenario. If the rich group is believed to be fulfilling all
their essentials, complementarities, and amelioratories and still have resources to
waste (doing Israf) and the other group is so poor that they do not even have the
essentials to barely protect their life, property, religion, reason and prosperity etc..
In this situation if an Islamic State redistributes income such that the poor group at
least fulfills all its essential needs and rich group is deprived of fulfilling some of its
amelioratory needs then the welfare (Masaleh) of the society will be considered to
have increased. Another probiem that arises in interpersonal comparisons of utility
in the context of social welfare is the conflict in the individual and social welfare of
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sidered as a commodity having a price called profit and rest of the analysis should
remain unaffected. What is important is to assume that there is no price for “time”,
Pricing of time arises when a commodity in one period of time is to be exchanged
for a similar commodity in another period of time.

It may, however, be emphasized that Arrow-Debreu type economy is incapable
of describing an Islamic economy, This is because market is not the only institution
of exchange in Islamic framework. Non-market institutions of exchange are quite
substantial in an Islamic economy and hence cannot be ignored. The important
aspect of these non-market institutions is that (ithe re-inforce ) the system to work
more “efficiently” by providing solution to what conventional economies refer as
“market failures”.

The institution of market cannot achieve all objectives of Islamic economic
system. It achieves only what is called efficiency. There are a whole set of objectives
of an Islamic economy which do not fail into the conventional concept of efficiency.
But there are several Islamic institutions which are economic institutions which take
care of the market failures to achieve various objectives of economy other than ef-
ficiency. For example, type (II) spending in consumer behaviour and production for
non-worldy motives achieves an important objective of Islamic economy, (viz
distribution), which cannot be achieved by the market.

Hence, in the discussion of general equilibrium, various such economic institu-
tions, other than market, are required to be highlighted with various examples,
which achieve specific objectives of an Islamic economy. This should clearly bring
into the focus of the students that not only that Arrow-Debreu type economy is
unable to describe an Islamic economy but also that the study of general equilibrium
of an Islamic economy requires an entirely different framework which is yet to be
developed.

Another important point to be discussed in the class in the context of general
equilibrium should be that even a competitive market economy as described by
Arrow-Debreu may fail to achieve market efficiency in several circumstances and
non-market institution may achieve efficiency even in the exchange of such com-
modities which are considered marketable. In this case, an example may be given
even from the contemporary market economies. A good example would be the
market of blood donations. In USA, the blood is donated under the framework of a
competitive market and it has been realized that the market is not achieving the
“efficient” results. In certain European countries, the blood donation is a voluntary
institution and there the rieed of blood donation is being fulfilled more efficiently.
The point is that ethical and moral-based institutions may achieve in several in-
stances better results than market institution and Islam prdvides a stronger ethical
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sidered as an economic choice because it is considered as a non-economic activity
which is done for no reward or economic gain but for some psychological satisfac-
tion. Secondly, for an average person, the expenditure on type (II) spending is
generally very low and rather insignificant and therefore is not considered an im-
portant aspect to be studied prominently in the theory of consumer behaviour.

Type (I)spending in Islamic perspective is not only an important aspect of
consumer behaviour but alsoinvolves explicit gains and hence is required to be
discussed as part of the microeconomic theory. Type (II) spending should be treated
as a decision to distribute income. The factors that will determine the level of type
(1) spending should be discussed in the class in detail. The parameters of the con-
sumer behaviour that will determine the level of type (II) spending and the
parameters of the economy that will make it an effective instrument of the distribu-
tion of personal income and wealth in the society should be sorted out through a
class discussion.

Functional distribution of income now should be brought under discussion in
detail on the lines already discussed. Factors of production, their supply and their
pricing mechanism should be used to explain the functional distribution of income.

General Equilibrium

Most of the discussion in the area of general equilibrium, for the time being will
have to be done in the conventional framework. As a passing remark, however, the
following can be mentioned.

Taking the Arrow-Debreu type economy, it can be discussed to what extent, the
existence and stability conditions will be affected if interest does not exist in the
economy as price of capital. This, in other words, means specifying a pricing
mechanism of converting a commodity in one period of time to the same commodity
in another period of time.

As far as we can assume that:
i) There is no uncertainty.
ii) Real commodities are exchanged only through money as a medium of ex-
change.
it) No commodity (including money) will be exchanged for exactly similar
commodity. ' ' :

It should not be difficult to argue that the absence of interest does not affect the
existence, stability and other conditions of general equilibrium of the Arrow-Debreu
type economy. It can also be argued that even the uncertainty assumption can be
taken out without affecting the Arrow-Debreu type economic. Risk can be con-
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¢. Supply and demand of entrepreneurial resources (on profitdoss sharing
basis). '
d. Risk of loss in productive activities in the economy.

Theory of Distribution

Normally, the theory of distribution is taught only as part of the factor pricing.
Definition of factor shares is inttoduced as a measure of functional distribution.
While teaching micro-economics in Islamic economics, theory of distribution
should be taught as a distinct topic not merely a supplementary topic of factor pric- -
ing. The emphasis of distribution in Islam is to be clearly brought out as an
economic activity of the society in the same way as production activity is.

The main emphasis of discussion under this topic should be that distribution is
part of the micro economic behaviour in Islamic framework. This behaviour has
implications for personal income and wealth distribution as well as functionatl in-
come distribution. In fact, it is this personal distribution of income and wealth
resulting from micro economic behaviour that makes micro economic theory in
Islamic perspective a distinctive economic theory. The conventional microeconomic
theory has no room for-the discussion of personal income and wealth distribution.

The distinctive feature that distribution of personal income and wealth in
Islamic economy is not just a coercive transfer of resources but is very much a part
of economic behaviour is obvious from the fact that Islam provides an economic
motivation to induce the distribution of wealth in the society. The vers 30:39 from
al-Quran reveals following: _ .

“That which ye give in usury in order that it may increase on (other) people’s pro-
perty hath noincrease with Allah; but that which ye give in charity, seeking Allah’s
countenance, hath increase manifold”. (al-Quran 30:39)

Transfer of one’s income or wealth to the less privilaged in the society has. been
promised to bring gains (which includes gains in this world as well as in the world
hereafter).

Keeping in view the consumer behaviour analysis discussed earlier, it can be
seen that the distribution of personal income and wealth in Islamic perspective is
nothing but a part of the consumer’s total spending that is done for the sake of
reward in hereafter. The first stage of choice, discussed earlier, i.e., how to allocate
income between type () spending and type (II) spending explains a micro decision
how much of one’s income will be distributed. This dimension is absent from the
conventional economic theory. No doubt charitable behabiour can be witnessed in
nondslamic economies too but this is ignored from the conventional economic
theory peérhaps on two grounds. Firstly, the second type of spending is not con-
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b. Entrepreneur of firm cannot be considered, in Islamic framework, as an abstract
business entity. It has to be a specific resource (ruman or non-human) which can
be held liable for bearing the losses. It means that an entrepreneur or a firm will
either be a human resource or it will be a physical resource. How the resources
decide to become entrepreneurial resources, what will determine their reward,
what are the implications of risk of bearing losses on their supply and demand,
what will be the effect of their actual loss on their supply and demand etc... are
the questions to be discussed.

In other words an economic analysis of factors of production may implicitly
recognize the presence of two types of factors of production — entrepreneurial
factors of production and fixed, reward-receiving factors of production. The
implications of the socio-economic institutional framework of an Islamic
economy on supply and demand of both types of factors of production requires
to be discussed in detail . For example, the institution of social insurance (based
on Zakah and Sadaqah) may increase the supply of small entrepreneurs (The
Zakah and Sadaqah may take care of their survival in case they incur loss).

All this discussion of the Islamic approach to the factors of production should
be followed or preceded by a full discussion of the contents of a conventional text
book which deal with supply and demand of factors of production and factors pric-
ing in perfectly competitive and imperfectly competitive markets.

The conventional text books also discuss bere income distribution in terms of
the factor shares. Distribution Theory in Islamic Economics is required to be
discussed as a separate topic and not as an off-shoot of the rewards of factors pro-
duction which is determined by the firm under the profit-maximizing behaviour. At
this stage, however, it must be pointed out, that even for the functional income
distribution between factors of production, a distinctive approach will have to be
adopted to take into adequate account the share of entrepreneurial factors of pro-
duction in the total output. One additional parameter that will be of interest in an
Islamic economy in the context of functional distribution (or factor share of in-
come)would be the ratio in which profits in the economy will be distributed among
the human resources and physical resources within the entrepreneurial factors of
production employed in the economy on profitdoss sharing basis. It may be pointed
out that profit sharing ratio between human and physical resources (oining hands
on profitdoss sharing basis)is free to be determined by the market forces. This
ratio, therefore, will depend on several factors, notably:

a. Supply and demand of the physical resources on rent basis.

b. Supply and demand of human resources on wage basis.
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time, What justifies time value discounting and under conditions it may not be
allowed? Again a scholar in Figh may- be asked to give an Islamic position on this
aspect after which the teacher may present the same material in modern economic
terminology.

Thirdly, the human labour as a factor of production is required to be discussed
from Islamic point of view particularly because it has a human dimension and Islam
pays special attention to this dimension. For example, the rent of an assets with an
excess supply may be allowed to go down to any limit (Theoretically it may become
Zero or even negative at least upto the amount of rate of Zakah). But the rent of
labour (. wages)can not be allowed to fall below a certain minimum required or
his subsistence. Wages cannot be allowed to be zero or negative. Then how a
minimum wage is to be deterrhined in a labour suplus economy. A scholar in Figh
may first discuss the issue from Figh point of view and the feasibility of the same in
the context of firm behaviour may be discussed in the class.

Fourthly, the conventional economic theory does not implicitly discuss the
determination of the reward of an entrepreneur. The conventional economics
discusses the reward of all factors of production other than entrepreneur. The en-
trepreneur is kept out of discussion because of the following facts:

a. Uncertainty is assumed away in conventional framework hence profit is nothing
but an interest or wage or rent and hence no need to consider a theory for the
reward for entrepreneur separately.

b. Entrepreneur or firm can be assumed to be some abstract entity and hence a
residual @fter payment of all wages and rents)is the reward of the firm and since
it is an abstract entity the implication of negative or positive reward may not
have much significance.

Islamic analysis requires a distinct treatment on the following grounds:

a. All factors of production cannot be assumed to have been employed on only
ﬁxed-rent/(vvag_e bases. At least one factor of production i.e. money-capital is not
allowed to earn rent. It can only earn profit by bearing a risk. The Islamic
economic analysis therefore will have to treat this factor separately and distinctly
and the theory of marginal productivity cannot be allowed to this factor. Once
money-capital is to be treated distinctly because it cannot get fixed rent, then the
possibility of other factors being employed on profit loss sharing basis should
also be considered. In situations of excess supply of labour or capital, these fac-
tors of production would like to look for an entrepreneurial job rather than get-
ting a low rentAvage. How various factors would decide to get entrepreneurial
job and on what factors their entrepreneurial rewards will depend, therefore,
should be an explicit part of economic analysis.
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Firm in an Islamic perspective means nothing but the identification of a peculiar
behaviour of a firm. Theory of private sector firms simply require an alternate
behavioural theory of firm.

On the other hand managerial theories may be specially helpful for explaining
the behaviour of public enterprize or *‘trust’® firms and average cost pricing theories
may help building up Islamic theories of socially motivated firms.

Linear programming is one of the important topics in microeconomics. This is
simply a mathematical tool. This may be taught to the student in same way as
discussed in a conventional text book (see the details under chapters 19 and 20
shown in Appendix D).

Factors of Production, Factor Markets and Factor Pricing

After a thorough exposure to the contents of a conventional text book on these
topics, the following should be brought under discussion:

The limitations of the existing definitions and classifications of factors of pro-
duction in capturing the features of the Islamic approach towards the factors of
production.

It must be emphasized that theory of distribution heavily depends on how.
various factors of production are rewarded for their contribution to the output. The
emphasis, therefore, should be to work out the peculiarities of the Islamic approach
to the rewards of factors of production. Four aspects require particular discussion:

Firstly, it should be explained as to why interest has been prohibited or in other
words why under certain circumstances capital cannot get fixed reward and can only
earn profit by bearing the risk of loss. In this connextion, a brief exposure of the
Figh literature should also be provided to the students on the following:

i) The principles of renting Ijara in Islam. What can be rent and what cannot be
rent? What are the conditions of a rent contract? Who is liable for what under
rent contract?

ii) The principles of earing profit. What makes a profit legitimate? The principles
of ( ¢A% % ) and their implications for defining the concept of profit. How
profit is different from rent? Under what condition mark-up on sales can
become a legitimate profit and under what conditions it cannot?

These aspects, in fact, first be discussed by a scholar in Figh and later on the teacher
may redesire these aspects in the modern economic jargon.

Secondly, the concept of time value discounting requires elaborate discussion.
For example why interest (as time value of money)is not allowed but the prices in
Ba'i Muajal and Ba’i Salam are allowed to have price differential on the basis of



Second Semester

Theory of Firm under Alternate Pricing System

Profit maximizing firm is one type of firm. All firms may not behave in a way
that requires marginallcost pricing conditions. This has been recognised by the con-
ventional theory too through the empirical analysis of the behaviour of firms in the
contemporary economies. This criticism of the neoclassical theories should be
discussed as given in the conventional text books. This criticism should then be
followed by Islamic basis for rejecting the marginal price conditions for those type
of the firms which may not be motivated to maximize their profit.

Several of the alternative firms pricing systems as discussed in a conventional
text book (e.g. see under chapter 11-18 in Appendix D). All these alternative pricing
systems should be reviewed from the point of view of Islamic norms of market
behaviour. In fact students should be asked to write critique of all these pricing
systems from Islamic point of view. The teacher may give them some hints about the
possible dimensions in which they can review these systems from the Islamic point
of view, but the students should be asked to apply their own knowledge of Figh ul
Muamalat (particularly those relating’ to production, exchange, pricing, marketing
etc... to analyse, criticize or favour these systems. They may be asked to consult
their teachers of Figh ul Muamalat to guide them to relevant literature to help them
in preparing these reviews. These reviews of the students should be saved and placed
in the library for the next class to consult these reviews before they write their own

reviews.

The conventional text book on microeconomics provides a discussion on more
than a dozen theories of firm’s behaviour (see chapter 11-18 in Appendix D). It is
possible to select one of these theories and to make it represent Islamic behaviour of
a firm by making some marginal modifications. Let the students have this assign-
ment to explain which theories can be regarded to be the closest to represent the
Islamic behaviour and how this theory can be made more Islamic.

Another useful exercise that can be assigned to the students can be to classify
the firms according to their nature and objectives identifying which theories in the
text book are the closest in describing which type of firm is an Islamic economy and
how they can further be modified to make them more representative of an Islamic
firm.

Behavioural theories discussed in conventional text books should be given par-
ticular attention for the study of private sector firm behaviour because Theory of
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structures need to be discussed in full detail. Detailed discussion should be made
about the joint stock companies. as a form of a firm. The question of limited liability
should be discussed in the light of Shari’ah. A lecture of a scholar in Figh on the
business ethics, conditions for operation in the market rules relating to trade etc... is
also desirable. This religious presentation then should be rediscussed by the teacher
to explain what Market structures are promoted by Islam and what contemporary
market structures are not desirable in Islam.

Goals of economic enterprize is the next topic. Profit maximization is one
legitimate goal. But there can be many other goals. Even conventional economics
recognizes several goals other than profit maximization. A review of all these goals
is necessary alongwith Islamic positions on each one of them. This should be
followed by a discussion of the possible.goals that can be enumerated in view of the
Islamic motivations for production discussed under the theory of production. With
reference to motives, the firms may be divided into various categories e.g. Profit
motijvated individual firms, society regulated firms, non-profit motivated individual
firms, state enterprizes, trust enterprize; social-cum-profit motivated firms, etc...

After discussing the goals, and the type of the firms the remaining discussion
about the theory of firm should be confined to the discussion of firm equilibrium
under profit maximization,only. The firm behaviour under alternative goal should
be left for discussion in the second term. The behaviour of a profit maximizing firm
under various market structures (other than competitive markets) prevailing in the
contemporary economies should also be discussed as given in a conventional text
book. However, Islamic positions on these market structures should also come
under discussion while discussing firm behaviour under these structures. For exam-
ple while discussing, the price-discriminating behaviour of a firm, the relevant
shari’a regulations should come under discussion, including the Islamic conditions
under which a firm may disciminate in charging prices for its products. Similar
discussion will be required while discussing behaviour of monopolist or oligopolist
firms or of a firm under monopolisted competition.

This should be the end of the First Semester teaching of the Microeconomics.
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thing that students must be led to think is the question “Why to producey» This is a
question usually noi discussed in modern text books while discussing the theory of
production. Modern text book would usually address itself to the questions:
What to produce? :

and How much to produce?

but the question “Why to produce?” is not raised at all, In secular framework, the
reason is obvious. Since consumers have to consume to derive utility, the consump-
tion can be met only through production. Maximization of utility requires max-
imum production. The question why to produce, therefore, does not require any
discussion. It will, however, be required to discuss “Why to produce?’’ when
discussing the theory, of production in Islamic perspective is required to be
distinguished from the secular motives for production.

If we agree to distinguishconsumptioninto two distinct types of spending, one to
meet the worldly needs and the other to meet the needs of world hereafter only then
production has to be made for both types of spending. An explanation of motives
behind production will help in understanding various goods of a firm that will be
discussed under the heading of Theory of Firm.

While discussing a production function in the secular context, it must be
clarified that Q = F (K ,L)simply refers to the fact that production depends on cer-
tain factors of production and that Islamic framework provides a different ap-
proach towards factors of production. At this stage it may simply be mentioned that
this production function takes into account only those factors of production which
have a definite schedule of marginal productivity and hence they are entitled toa
reward equal to their marginal productivity. This production function assumes
away risk and uncertainty. This assumption may go well with the secular analytical
framework, but for an analysis in Islamic perspective, this assumption may hide
some important aspects of economic analysis. It may be mentioned with reference to
a later discussion on factors of production that the factors of production may opt
for sharing the out comes of an activity rather than claiming a fixed reward on the
basis of marginal productivity. The above production function cannot adequately
take into account this fact, because in an Islamic framework, the factors of produc-
tion not only may contribute some definite service to the production process but
may also contribute some indefinite service such as bearing the risk of loss.

It is neither possible nor necessary at this level of the course to provide an
alternative form of production function. The objective should simply be to put into
the minds of the students that Q = F (K,L)is not a mathematical formula like
@ +b)2 =a’ + 2ab + b’. The above type of production function emerges from a
certain set of assumptions which may or may not be true depending on the nature of
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have to meet essentials (Darooryyat), (for the basic protection of life, property,
religion reason and posterity)irrespective of prices. Then LES assures that the in-
come left (after the expenditure on these essentials)is allocated among various
groups on the basis of prices. Hare we may introduce that the income (left after
meeting the essentials) will be {irst allocated to complementaries Hajyyat)because
the amelioratories (Tahseenyyat)cannont be purchased before fulfilling com-
plementary needs. A constant price elasticity say (b) may be assumed for these
complementaries (as LES assumes for all consumption beyond the minimum re-
quirement). Then we may assume that the income left @fter spending on essentials
and complementaries) will be allocated to amelioratories. (This will be a step for-
ward beyond what is discussed in LES). Again a constant price elasticity say b* may
be assumed for these amelioratories with the restriction that b*  b. This is because
price elasticities of amelioratories are required to be higher than the price elasticities
of complementarities by definition. Several arguments can be developed to support
such an hypothesis. (A similar division can be done for the type two spending where
same part of the spending is absolutely essential -such as Zakah/AUshr and Nafa-
qatul Wajiba -and some spending may be complementary and the remaining may be
called amelioratory). LES, in fact, offers a lot of potential for econometric estima-

" tion of market demand functions in a contemporary Muslim society which can help
them in strengthening an Islamic theory of consumer behaviour. Such an analysis
may even help defining Israf and understanding the factors behind it. This subject,
in fact, has a potential for becoming the subject of a Ph.D. thesis.. in Islamic
economics.

The discussion of theory of consumer behaviour is the core of the
microeconomic theory. It is suggested that the discussion of the introduction part
and this Theory of Demand part should take more than two-third of the first
Semester. The remaining one-third should be devoted to theory of production,

heory of cost and the theory of profit maximizing firm.

Theory of Production

Conventional text book treatment of this topic simply requires explanation of
technical relationships and concepts such as:

- Law of returns to scale.

- Technological progress. .

- Marginal Conditions for equilibrium level of output.

- Derivation of cost function from production function.

- Production Possibility Curves etc...
These concepts have to be taught in the same detail as any modern text provides on
this topic. But before starting these technical concepts and relationships, the first
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First, a full exposition should be given to the intertemporal choice in secular
framework in explaining, in detail, the concept of time preference and how an
equilibrium discount rate is arrived at with the help on indifference curve analysis
between present consumption and future consumption. The philosophical under-
pinning of such an analysis are important should also be highlighted and reviewed.
After an excursion on the secular plane, a turn should be made towards Islamic
plane. The basic question to be discussed is: '

Does Islam recognize time preference as a legitimate aspect of economic

behaviour of human beings or will Muslims have a positive time preference if

they behave according to Islamic norms of behaviour?

The answar to the question may be started from raising the following question,
first, in the secular context. Do people really have a positive time preference? If so,
what are the factors that- determine the rate of time preference? Do these factors
remain valid in Islamic context? Literature is now available to discuss this question
in detaill References have been provided in Appendix B). One conclusion maytseem
to be quite obvious. The rate of time preference in an Islamic behaviour may be
much higher than in secular behaviour. This is because of several factors (e.g. the
belief that Almighty, and not human beings, can take the responsibility of future
consumption and the social insurance system will take care of the emergencies). But
this should not lead to the conclusion (as some writers have done)that the savings in
an Islamic economy will be lower or even negligible due to the higher rate of time
preference, The question of savings should be discussed from two angles: Firstly,
the motives and factors that generate savings are required to be discussed. Several
motives and factors behind savings will turn out to be independent of rate of time
preference.

Thehigh rate of time preference may come in the way of savings only when investment and hence
return on savings is the only motive for savings. Secondly, savings in an Islamic
framework will be required to be invested, (otherwise it will be depleted by Zakah).
Hence the savings in Islamic economy have a compulsion to be in productive form
and hence consumer behaviour in Islamic framework may even raise higher pro-
ductive savings.* All such discussion should be confined in the context of in-
tertemporal choice between present and future consumption. Next question in the
context of inter-temporal choice in Islamic framework is whether the time has
legitimate value in intertemporal transactions and whether this value is allowed to
be cashed in the market. In other words, if I believe that I discount future con-

% It may be pointed out that a lot of savings in several developing countries are in unproductive
assets like gold, jewellary and other durable consumer items. Such savings are independent of time
preference (as time preference in these countries should be high) and are independent of rate of return on
savings.
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call it a Time-Allocation problem (Corresponding to income-allocation problem)*.
There are three types of uses of time. First, he can spend his time to earn income to
have a command over other resources to meet his worldly needs. Second, he can
spend his time in leisure resting or recreating (which toois a worldly need). Third, he
can spend his time for something which fulfills no worldly need but will benefit him
in the world hereafter.

How he would allocate his time between three types of uses is to bé discussed as
a part of the consumer behaviour. Again in line with the spirit of the income-
allocation discussed earlier we may classify spending of time in two categories:

I. Spending time to meet the worldly needs. This includes time allocated to work to
earn income as well as the time allocated to give rest to mind and body (Again
meeting genuinely worldly needs imply a reward in world hereafter too.)

I1. Spending time to earn a reward in world hereafter only (with no explicit objec-

" tive to meet any worldly need). This includes time allocated to time spent in
various Ibadat, time spent in propagation of Islam etc...

Similar to the income-allocation problem, the consumer is now confronted with

two types of choices:

a. How much time to allocate to type I spending and how much to type II spen-
ding.

b. After it has been decided how much time to be allocated to type 1 spending,the choice is
to decide how much to be allocated to work and how much to leisure within this
type I spending.

The choice may be discussed with the student first in the utility-based approach us-
ing the indifference curve analysis and pointing out the limitation of the indifference
curve analysis, in analysing such behaviour. Then these choices may be discussed in
need-based framework too. Though there are no such tools available as indifference
curves to analyse the need based behaviour but it is hoped that a continuous effort
of teachers in explaining the need based approach will ultimately result into the
development of our own tools of analysis.

Inter-temporal Choices

This requires an indepth analysis from the Islamic point of view. If the students
are not clear about Islamic position on this aspect, they may remain confused, later
on, on the issues relating to factor rewards, and income distribution between factors
of production.

* As a consumer faces a choice how much of income to be spent on which commodity, so is the
problem of time allocation, i.e. how much time to be spent on what.
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tion is not equdl to the social benefit of that action. Distintive features of the Islamic
system of private property rights. are required to be highlighted not only to mention
that such externalities are minimized but also to mention that these features are ex-
tremely important for the formulation of various aspects of microeconomic theory
(References have been provided in the reading list to explain the extent to which the
principles of property rights have affected the formulation of microeconomic
theory). Criticism of traditional theory of production and exchange and the new
analytical approaches from an important body of contemporary economic
literature. A large part of this literature is growing upon the notion of property right
structure. Our students who will have to criticize traditional theory and discover
alternate analytical approaches will benefit a lot from a discussion of Islamic system
of property rights in the beginning of a course on microeconomic theory.

While teaching the topics of consumption, production and firm behaviour, the
teacher is required, off and on, to explain that the nature of Islamic property rights
affects the allocation and use of resources in specific and predictable ways. It has
been argued in economic literature that a change in the general system of property
relations must affect the way people behave and hence, through this effect on
behaviour, property rights assignments affect the allocation of resources composi-
tion of output, distribution of income etc.

No indepth analysis of property rights and their relationship with
microeconomic theory is required, at this stage. The objective should be simply to
make the students understand that Islam gives a different system of property with its
distinctive features having implications on the microeconomic behaviour of human
beings.

Theory of Demand

First topic in this section relates to the discussion of the theory of consumer
behaviour. After explaining the secular basis of consumer behaviour ¢he concept of
utility, marginal utility, and indifference curve analysis), the question is to be raised
if this is a valid basis (or if this is the only basis)to describe consumer behaviour.
One approach may be to derive the basis of Islamic consumer behaviour from the
objectives of Shari'a. Objective of Shari’a should determine the objectives of
Islamic consumer behaviour. “Maslahat’’ in the consumption of a good, for ex-
ample, may be an alternative concept corresponding to the secular concept of utili-
ty. According to Shatibi, “Maslahat” can be at three levels.  Darcoryyat "
(Necessities) level, “Hajjiyyat’ (Complementary) level and ‘“Tahseenuyyat”
(Amelioratory)level. There will be a lexico graphic ordering in the goods at dif-
ferent levels of Maslahat. Indifference curve analysis, therefore, will not be valid.
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tion so that students get the necessary backgroud to visnalise and compare the
Islamic approach to the concepts of micro behaviour that they will be studying in
this course.

The readings for this section are shown in Appendix B.

2. Concept of Ownerships

In the conventional framework, the starting point of Microeconomic theory
(after the preliminaries of introduction)is the consumption theory. But when
microeconomics is to be taught in Islamic perspective, the starting point is required
to be the concept of ownership and property rights of individuals in Islamic
framework. Secular economics is justified in ignoring the discussion of property
rights of individuals on the assumption that individuals are operating in a Laissez-
faire framework. This assumption is not true for teaching microeconomics in
Islamic perspective.

The manner in which property rights are defined has an extensive and intensive
effect not only on the economic activities of a society but also on the institutions
that will develop in the society. The system of property rights in fact determines the
parameters of microeconomic behaviour.

A precise introduction of the rslamic system of property rights will help
students understand the institutional structure regulated in an Islamic society. He
will be able to review:

a. How far the assumption of competitive markets are relevant for an Islamic
society. .

b. How far the competitive markets will be able to meet the economic needs of the
society.

c. What other institutions of Islamic society that competitive markets fail to meet.

A proper definition of property rights also determines the divergence between
private costs/benefits and social costsbenefits which will provide a basis to
understand the Islamic approach to welfare theory in microeconomics.

Property rights are required to be defined separately for individuals and
stateAociety. The property rights of individuals which are also called private pro-
perty rights are required to be explained in relation to working of a market system.
With simple examples from the contemporary societies, it may be explained that
how inadequately defined private property rights lead to market failures because
they create externalities which lead to a situation in which either the private cost of
an action is not equal to the social cost of thataction or the private benefit of an ac-

\vy 7



Converted by Tiff Combine




Converted by Tiff Combine




standard text but will also have to be exposed to the relevant Islamic litterature with
the objective to review the secular concepts from Islamic point of view. The most
important aspect of this course (that will be time consuming) is the elaboration and
critical appraisal of the philosophical underpinnings of conventional microeconomic
theory.

Coverage

the basic framework for this course will be any standard text book being followed
for the course of this level in any well known North American or West European
University. The detailed contents of a typical text book are shown in Appendix D.*
The objective of this course will be to cover all these contents (as shown in Appendix
D) with an Islamic perspective. This means that all these contents-are required to be
«covered | first in the secular context and then review them, whenever possible, from
Islamic point of view along with making an effort to discuss possible Islamic alter-
natives. An outline of the course along with suggestive guidelines for teachers are
given below. '

General Approach and Methodology

In most ol the Western Universities, general apporach is to teach the course at this
level more with mathematical treatment than discussing the philosophy underlying
the concepts being taught. The teaching of this course in Islamic perspective will
require full mathematical treatment necessary at this stage of the course along with a
detailed discussion, as far as possible, of the philosophical underpinning it will
almost be futile to teach and review the secular concepts from Islamic point of view.
Usually at this level, no termm paper is required from the students in other Univer-
sities. For the purpose of teaching this course in Islamic perspective it will be
desirable that students are required to write a term paper on a topic that reviews a
concept of modern microeconomics from an Islamic point of view or integrates a
conventional concept with an Islamic concept.

Furthermore, the course in Muslim countries (or for that matter in Islamic
Universities) will generally be taught by junior faculty members who have not suf-
ficient exposure to the research in Islamic Economics. This will be due to the fact
that the course is an undergraduate course and there is shortage of adequately
qualified faculty to teach such courses. The junior faculty members may be perfect-
ly qualified to teach the course in secular context but in view of the lack of teaching
material in the field they will always feel handicapped in providing their students an

* These contents have been taken from A. Koutsoyiannes Modern Microeconomics 2nd a edition,
Macmillan Publishers Lid.
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Prof. Dr Fahim Khan

Level of the Course

The developments from Islamic point of view, in the field of microeconomic
theory have not yet reached a level where they could be incorporated in the graduate
studies of microeconomic theory or even in the advanced level of undergraduate
studies in the field. At this stage, the efforts are required to be made to organize the
teaching of microeconomics in Islamic perspective at the intermediate level in the
undergraduate programme in Economics. This is a level which follows the courses
taught at the principles level in the first or second year. This course, therefore is
assumed to be taught in the third year of a 4-year undergraduate programme ma-
joring in Economics. * * This paper only suggests guide lines for the teachers how to
teach this course in Islamic perspective.

Pre-requisites

The course will follow only after the principles level courses have been completed in
econpmics, an introduction has been made to the Islamic economic doctrines, and
the fundamentals of Figh-ul-Muamalat relating to economic and financial matters
have been explained.* ** List of main topics to be covered in these requisite
courses can be seen in the Appendix A. It is also assumed that the student is exposed
to elementary mathematical tools (Algebra, graphs, geometry differential calculus
etc.) '

Duration

The course should be a two Semester course. In some North American and
West European, the course of this level may be taught in one Semester but the
teaching of the course in Islamic perspective will require it to be covered in two
Semesters because students will be required not only to learn all the material that a

% Professor of Economics, International Islamic University, Islamabad.

* % School of Economics, International Islamic University offers this course in the third year of its
4-year undergraduate programme in Economics.

* % & In School of Economics, these courses_are generally covered in the first two years of the

undergraduate: programme.
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