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Int. J. Middle East Stud. 21 (1989), 171-191. Printed in the United States of America

Timur Kuran

ON THE NOTION OF ECONOMIC
JUSTICE IN CONTEMPORARY ISLAMIC THOUGHT

INTRODUCTION

In the massive contemporary literature that has come to be known as “Islamic
economics,”’ the claim is repeatedly made that an Islamic economic system
would achieve a greater degree of economic justice than existing capitalist and
socialist systems. An Islamic system, it is said, would be free, on the one hand, of
the exploitation and severe inequalities that characterize capitalism, and on the
other, of the class struggles and intolerable restrictions that are the hallmarks of
socialism.”

The objective of this article is to describe and evaluate the notion of economic
justice that appears in this body of literature. I begin by defining the main
principles of justice to which the Islamic economists subscribe. Then I present a
synopsis of the injunctions they put forward as means of ensuring that society
adheres to these principles. By and large, I go on to argue, these injunctions rest
on a faulty model of human civilization, and they leave far more room for
interpretation than the Islamic economists acknowledge. In many contexts,
moreover, the injunctions bring the principles of justice into conflict, both with
one another and with other Islamic principles. On the basis of these observations,
I suggest, finally, that an Islamic society would inevitably contain seeds of
disharmony. The Islamic economists downplay the possibility of discord, but at
the same time they pay considerable attention to mechanisms for minimizing its
scope and magnitude. Prominent among these are educational measures designed
to engender a consensus that conforms to Islamic principles.

Islamic economics did not emerge as a discipline in its own right until the
mid-1960s. Earlier years saw the appearance of some books, articles, and pamph-
lets, most notably the still widely cited works of Sayyid Abul-A°la Maududi and
Sayyid Qutb.’ But these works showed neither an interest in nor an appreciation
for the economic concepts and tools developed in recent centuries, primarily in
Europe and North America. The Islamic economists who have appeared on the
scene lately tend to be of a different mold: having been exposed to modern
currents of thought, they are more willing to borrow ideas and methods from
non-Islamic writings. Perhaps as a consequence, their standards of analysis are,
in some respects, higher. Still, there are broad substantive continuities between
the earlier and later writings. Like their predecessors, the contemporary Islamic

© 1989 Cambridge University Press 0020-7438/89 $5.00 + .00



172 Timur Kuran

economists ascribe immense importance to the prohibition of interest and to
Islamic forms of redistribution. More importantly from the standpoint of the
present article, they subscribe to the same two principles of justice. It is entirely
appropriate, therefore, to treat the earlier and later writings as a single body of
literature—provided one recognizes that over time this literature has gained in
sophistication.

In any case, | have chosen to restrict my analysis to the monographs, essays,
conference proceedings, and journal articles published in English between 1970
and mid-1987. The bulk of these writings were issued by a handful of publishers:
the Center for Research in Islamic Economics (Jeddah), the Islamic Foundation
(Leicester, United Kingdom), the Institute of Policy Studies (Islamabad), Sh.
Muhammad Ashraf (Lahore), and Islamic Publications (Lahore). I shall pass
over the writings that are providing ideological support to attempts to restructure
the Iranian economy along Islamic lines, some of which have been published, in
English, by Mizan Press (Berkeley, California).” Including these writings in the
present analysis would have required consideration of the doctrinal differences
between the Sunni and Shi‘i groups—differences that have split Islamic econo-
mists into two disconnected camps. I venture to say, though I shall not defend
this statement here, that as far as economic justice is concerned, the incon-
sistencies, ambiguities, and disagreements that pervade the Sunni-dominated
literature are very much a part of the Iranian Shi“i-dominated literature as well.

Inconsistencies, ambiguities, and disagreements exist in all the great bodies of
literature that point the way toward a just world—including the diverse writings
whose roots lie in Judaism, Christianity, Marxian socialism, and Third World
nationalism. But the objective here is not to undertake a comparative analysis. It
is to evaluate the notion of economic justice in one particular body of literature,
that of contemporary Islamic economics. Only at the very end shall I come back
to the parallels with other bodies of literature, and then simply to put the whole
argument into perspective.

PRINCIPLES

For a society to achieve economic justice, say the Islamic economists, it must
conform to two general principles: equality and fairness.

The principle of equality forbids gross inequalities in the distribution of goods:
“moderate” inequality is acceptable, but “extreme” inequality is ruled out. A
society would not be considered properly Islamic if it allowed some of its
members to live in luxury while others eked out an impoverished existence.’

The principle of fairness is that people’s economic gains are to be “earned” and
their losses “deserved.” It requires the economic system to treat similar economic
contributions similarly, and different contributions differently. “There is to be no
discrimination,” says a leading Islamic economist, “due to race or colour or
position. The only criterion of a man’s worth is character, ability, and service to
humanity.”® In the same vein, another states that “no economic entity [should
be] deprived of its due share in the national product.”’

Of these principles, the first is concerned with the outcome of the economic
process, the second with the process itself. The principle of equality bars the
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distribution of wealth generated by this process from being grossly unequal. The
principle of fairness, by contrast, requires the economic transactions, which
determine the distribution, to be fair.

INJUNCTIONS

The literature offers numerous injunctions as means for bringing economic
relations into conformity with the principles of equality and fairness. These take
the form of prohibitions, restrictions, obligations, and responsibilities.

It would be impossible in just one section of a journal article to provide an
exhaustive survey of these injunctions, in all their details and ramifications.® The
synopsis that follows will simply identify the injustices the injunctions are in-
tended to prevent, demonstrate how the injunctions vary in terms of specificity,
and provide a basis for evaluating the logic on which they rest.

A much heralded obligation is the redistribution scheme known as zakat. It
entails taxing certain wealth holders and certain income earners at rates varying
between 2.5 and 20 percent and using the proceeds to aid disadvantaged members
of society, including the poor, the handicapped, the unemployed, dependents of
prisoners, orphans, and travelers in difficulty. The coverage of zakat is contro-
versial. Some writers consider it to be limited to those categories of wealth and
income for which rates were specified in the early years of Islam. Others consider
it to include categories that were not known until recently, such as factories and
motorized vehicles. The reformist writers do not agree among themselves, how-
ever, as to the limits of the coverage and the applicable rates. But regardless of
how they perceive zakat, all Islamic economists believe that it is a very powerful
instrument for bringing an economy in line with the principle of equality.’

Another injunction regarded as having an important equalizing effect is the
Islamic law of inheritance, which spreads a deceased person’s wealth among all
his immediate relatives. One contributor to the literature describes the essence of
the law as follows: “[A] person may not dispose of more than one third of his
property by testamentary directions. ... The rest of the inheritance must be
divided among the prescribed heirs in specified shares.”'® The shares are de-
termined according to the exact number and relationships of the survivors, so
the distribution of estates assumes an endless variety of configurations. In
accordance with the principle of fairness, full siblings of the same sex have
identical entitlements, which rules out primogeniture. The law serves the prin-
ciple of equality by interrupting the growth of family estates.

In addition to such formal obligations, there are some informal injunctions
intended to equalize the distribution of goods. Most important, the individual is
to make charitable donations to those in need. In this connection, a Pakistani
Islamic economist writes that “capacity for contribution to social welfare . . . is
to be measured by the amount one is able to spare after enjoying the standard of
living which is commonly enjoyed by men of one’s rank and station in life.”'" As
a consumer, meanwhile, the individual is encouraged to enjoy the earth’s boun-
ties, but without drifting into extravagance, even if he can afford to do so after
having met his formal obligations. The following warning by a widely quoted
Islamic economist is typical: “After a certain limit, consumption of cloth may
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turn into extravagance. As extravagance is prohibited, the individual must stop
at this point.”'> Extravagance violates the principle of equality because, by
definition, it entails consumption well beyond the average level for society.

An injunction that appears in numerous guises is the obligation to behave
altruistically—that is, to demonstrate an unselfish concern for others’ welfare.
An individual is required by this injunction both to refrain from actions unduly
harmful to others and to take positive steps in the public interest.”’ In the
terminology of modern economics, he is to bring into his calculus the negative
and positive externalities of his actions. This injunction, which is intended to
serve both principles of justice simultaneously, comes into play primarily in
discussions concerned with personal consumption, resource allocation, and in-
dustrial relations.'"* To give one example, an industrialist deciding whether to
build a particular factory must take into account not only his expected personal
profits, but, in addition, the air pollution the factory would generate and the new
employment opportunities it would provide. Many writers stress that the ex-
ternalities to be considered are not limited by geographical, national, racial,
familial, or occupational boundaries."

The pursuit of monetary gain is legitimate, provided it does not involve
unfairness. An industrialist, in this connection, is to pay “fair” wages to his
employees and charge “just” prices to his customers.'® Moreover, he is to make
every effort to share with his customers what he knows about the characteristics
of the goods he is selling, including their possible defects.'” To this end, he is to
avoid equivocal speech and to refrain from concluding a deal until the buyer
knows all there is to know. The main objective of this insistence on openness is
to give the consumer a fair deal—to protect him, that is, from exploitation. The
injunction also promotes, some writers claim, the principle of equality.

Of all the injunctions cited, the most celebrated is the prohibition of interest.
The rationale for the prohibition differs depending on whether the loan involved
is a consumption loan or a business loan, although in both cases the principle of
fairness is central. If interest is charged on a consumption loan, the lender makes
money without exerting any effort and without giving the borrower something in
return. If it is charged on a business loan, the lender’s return is fixed, while that
of the borrower is variable. (A bank deposit is treated as a special kind of
business loan, where the depositor is the lender and the bank, the borrower.)

How are the implied injustices to be avoided? In the case of a consumption
loan, the lender is to earn no return at all: when the loan comes due, he is to get
back only what he has lent. In the case of a business loan, the lender and the
borrower are to share, according to a predetermined formula, the profits or
losses from the investment financed by the loan. Mindful of the possibility that,
under interest, a borrower could end up with a significantly higher return than
the lender—as when an industrialist earns a 30 percent return on an investment
financed through a loan obtained at 5 percent interest—the Islamic economists
contend that a ban on interest would also have an equalizing effect on the
distribution of wealth."®

The prohibition of insurance as a profit-oriented business rests on similar
reasoning. Most Islamic economists have no objection to insurance per se, just as
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they are not opposed in principle to lending and borrowing. They recognize that
by spreading unanticipated losses among its members, a well-designed insurance
scheme can serve the principle of equality. At the same time, they feel that profit
from insurance constitutes unearned gain, “the callous exploitation of the misery
of .. . helpless common folk.”" To prevent exploitation, they say, the state
must be empowered to take over most areas of the insurance business and
regulate the rest.”’

Transactions involving speculation caused by avoidable ignorance are con-
sidered objectionable, again on the grounds that they may result in unearned
gain for one party and undeserved loss for the other. Thus, the sale of a pregnant
camel is prohibited because her value depends on the sex of the offspring, which,
until known, may generate speculation. Likewise, an orange tree in blossom may
not be sold because neither the quantity nor the quality of its yield can at this
stage be predicted exactly. It is also considered illegal to trade a piece of cloth
that has not been examined carefully by both parties, lest they misperceive the
cloth’s properties.”'

Throughout the literature, one finds injunctions against the activities of middle-
men, a catchall category that includes such diverse groups as commodity
speculators, real estate agents, and stockbrokers. Invariably, the opposition is
based on the belief that such activities result in unearned gain. Commodity
speculation, undertaken in the expectation of profiting from fluctuations of
supply and demand, is the most frequent target of attack.”” There is a consensus
that speculation over basic commodities is highly unjust. Certain writers argue
that speculation does not violate the principle of fairness when it involves
nonbasic commodities, although they fail to specify a set of criteria for distin-
guishing between the two categories.”

Modes of agricultural cultivation are also a concern of the Islamic economists.
Sharecropping, a practice whereby a laborer cultivates a landowner’s plot in
return for a fixed share of the output, is the favored mode of most writers, who
consider it to be analogous to profit and loss sharing in industry and trade. They
maintain that sharecropping entails praiseworthy cooperation by owners of
complementary factors, land and labor, and that the landowner’s returns are no
less justified than those of a depositor in a profit-sharing bank account.* Other
writers oppose sharecropping on the grounds that a landowner who does not
participate personally in cultivation is not entitled to a return.” Still others take
an intermediate position. Among them is the author of a trilogy on Islamic
economics, who writes: “If there is a spirit of goodness and benevolence behind
[a sharecropping] contract and either [party] expects only to receive his due . . .
then it is the best form of cooperation, partnership and friendship. But if this
spirit is lacking and the weakness of the cultivator becomes the instrument of
[the] landlord’s oppression and exploitation . . . then this form of cultivation is
not permitted. . . .”** He adds that sharecropping should not be allowed where it
would turn the landowner into an idler or a parasite.”’

Predictably, perhaps, the practice of renting land, which involves a fixed
payment from the laborer to the landowner, comes under harsh indictment. Like
interest, it places the contract risk entirely on one party: the laborer’s return
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depends on the size of his harvest, while the landowner’s return is fixed. In
addition, the practice enables the landowner to lead a comfortable life of leisure
while the laborer struggles for his subsistence. Still, some authors are prepared to
exclude a class of cases from the prohibition. A landowner can justly rent his
land, they say, if he is pursuing socially beneficial activities and, in particular, if
he is defending Islam.”

Various Islamic economists consider certain other market structures and forms
of economic organization to be unjust. There is widespread agreement that
unregulated private monopoly gives rise to grievous injustices by allowing excep-
tionally high returns. “Islam views with extreme disfavour,” says a Nigerian
proponent of Islamization, “the monopoly of resources by a few self-seeking
millionaires.”*’ Some writers consider the publicly held corporation of modern
economies to be inconsistent with Islam’s principle of fairness. The facility of
liquidating the corporation’s shares encourages, they say, its shareholders to
desert it at the slightest sign of trouble, compounding in the process the re-
maining shareholders’ expected losses. The majority, however, regard the modern
corporation to be praiseworthy, on the grounds that it involves risk sharing.*

ILLUSIONS

By and large, the Islamic economists consider the Islamic injunctions to
provide a set of unambiguous guidelines for attaining economic justice. The
following remark is typical: “If the Islamic teachings on the earning of wealth are
followed, the norm of justice to employees and consumers is applied, provisions
for redistribution of income and wealth are implemented, and the Islamic law of
inheritance is enforced, there cannot be any gross inequalities of income and
wealth in Muslim society.”*' There is a strong consensus, moreover, that the set
of injunctions is not dynamic, but static: it is eternally applicable, without
revision, to all societies.

One thus gets the impression that in an Islamic economy the attainment of
substantive justice would be a procedural matter.”* Regardless of economic and
social conditions, the two substantive principles of justice would be met by
having members of society follow the specified injunctions. This position harbors
two distinct claims. First, that just behavior entails conformity to the stated
Islamic injunctions. Second, that these injunctions are just, in the sense that they
are better suited than other sets of injunctions to serve the principles of equality
and fairness. 1 wish here to evaluate the second claim—to question, that is,
whether the injunctions put forth by the Islamic economists can reasonably be
expected to secure their two principles of justice.

The purpose of zakat, as we have seen, is to promote equality by redistributing
wealth from the haves to the have-nots. It is by no means self-evident, however,
that zakat would achieve this purpose. Since it entails taxing only some cate-
gories of income and wealth, and then at various rates, its distributional impact
would depend on the composition of society’s output. Its narrow version places
the burden of taxation entirely on categories of income and wealth known in the
early years of Islam, notably agriculture, mining, and precious metals. With
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industrialization and the explosion of the service sector, these sources of income
and wealth have dwindled in importance, even in the least developed countries.
Also, most of the poor households in today’s world are concentrated in agricul-
ture, and most of the rich outside agriculture.33 It is not clear, therefore, that
zakat would promote equality; it might well promote inequality. This conjecture
is supported by a study of one of the narrow zakat schemes in existence.”* What
about the broader schemes that have been proposed? It is certainly possible that
they would play an equalizing role, although this remains to be demonstrated.
The impact of any particular scheme will depend on the characteristics of the
economy to which it is applied. A scheme that serves as a strong equalizer in a
contemporary economy dominated by industry and agriculture could lose its
potency as services for which rates have not been specified gain in importance.

Regarding the injunction to take into account negative and positive externali-
ties of one’s actions, it is appropriate to ask how individuals are to compute and
predict these. In most contexts, this is an enormously difficult task, if only
because human abilities to acquire, store, retrieve, and process information are
severely limited. Thus, individuals willing to abide by this injunction would not
necessarily succeed in doing so. The Islamic economists are confident, nonethe-
less, that in an Islamic system the individual would incur no major problems in
distinguishing between collectively harmful and beneficial actions.”® One basis
for their confidence is a conviction that the Qur’an and the Sunna, the tradi-
tional sources of Islam, provide considerable guidance. Another, which will be
criticized further on, is a belief that in many important contexts a consensus will
form and that this consensus will coincide with the public interest.

Overly optimistic assessments of human nature and capabilities also pervade
discussions concerning other injunctions. On the subject of helping those in need,
the Islamic economists have a tendency to write as if it were perfectly obvious
what “need” is. Likewise, when exhorting employers to pay fair wages and sellers
to charge just prices, they write as though everyone will attach identical meanings
to “fair” and “just.” They simply evade the treacherous task of making these
concepts operational. This should not obscure the fact that if ten members of an
Islamic society, all well versed in Islamic economics, were asked to quantify the
need of a certain person out of work—or the fair price of ripe tomatoes, or the
just wage of a novice bricklayer—they might well produce ten different answers.
It is true, of course, that on some issues agreement would be easy. No one trying
to follow the injunction to help the needy would want to let an unemployed
person starve. But there is no reason to expect agreement to be automatic on the
nature and magnitude of assistance.

We saw earlier that the Islamic economists would give the state an active role
in preventing injustices associated with insurance. Further on we will see that
they accord to the state many other roles in preventing injustice. They take it for
granted, in this connection, that the officials in charge of identifying and cor-
recting injustices will be both able and willing to carry out their duties in full.
Such optimism is unwarranted, partly because no state official has unbounded
cognitive abilities and partly because the powers at the disposal of an official
constitute assets that can be used for self-enrichment.’® Throughout the history
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of Islam, in fact, there have been state officials, many of them very pious, who
have abused their powers—by putting public resources to personal use, confer-
ring privileges on relatives and friends, subsidizing prosperous groups at the
expense of the poor, and in other ways.”” This is not to say that the Islamic
economists disagree with this interpretation of the past.”* My reason for touching
on the historical record is to draw attention to the fact that the Islamic econo-
mists have not offered a convincing explanation as to how the kinds of abuses
observed in the past can be avoided in the future.

The prohibition of interest, deceptively straightforward in an abstract setting,
poses a fundamental practical problem that many writers do not even acknowl-
edge. Under inflation, is the borrower of a consumption loan obligated to
compensate the lender for changes in purchasing power? Some of the writers
who address the issue refrain from taking a position. And those who do take a
position are divided, with some saying that fairness requires the indexation of
loans, others that it bars indexation.’” For those who favor indexation, an
unresolved issue is whether the relevant price level is to be based on the lender’s
consumption basket or on that of the borrower.

Profit and loss sharing, the favored alternative to interest in the case of a
business loan, presents another problem that has received little attention. Sup-
pose an old person takes his savings to the only Islamic bank in his neighbor-
hood, which offers him a profit-and-loss-sharing deal whereby it would receive
99 percent of any profits and, correspondingly, incur 99 percent of any losses. Is
this deal fair from an Islamic standpoint? If the answer is “no” or “not neces-
sarily,” what are the lines of demarcation? One writer who takes up the issue
states that the shares are to be determined by custom—as if a practice becomes
fair by virtue of being customary.*’ Another writer, using a mathematical model,
says that the shares are to be determined through the interaction of the supply
and demand for contracts—as if, once again, an equilibrium allocation could
never be lopsided.' Only one writer, as far as I am aware, recognizes that the
literature effectively evades the issue.*

The point of all these criticisms is not to suggest that one ought to impose
even tighter restrictions on economic transactions or that one ought to regulate
every aspect of the economys; it is, rather, to expose as an illusion the Islamic
economists’ apparent belief that the Islamic injunctions would guarantee econo-
mic justice.

DISAGREEMENTS AND INCONSISTENCIES

This belief is all the more surprising when one considers that the Islamic
economists do not themselves agree as to what the Islamic injunctions are. We
have already seen how they differ in their positions on indexation, the scope of
zakat, sharecropping, and publicly held corporations. Another fundamental con-
troversy concerns the limits of public ownership. Quoting verses of scripture and
passages from the Islamic classics, some writers maintain that the principle of
equality requires public ownership of trade facilities, industrial raw materials,
and even land.*’ Quoting different verses and passages, others hold that public
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ownership is not necessary in these areas, except when this would improve social
welfare.** Thus, Islamic justifications exist for both sharply curtailing private
property rights and according them wide protection.

There is a similar controversy over the method of financing public projects. “A
progressive taxation system,” says one prominent Islamic economist, “seems to
be perfectly in harmony with the goals of Islam.”*® Another sharply disagrees:
“Progressive taxation assumes illegitimacy of the income of the rich. The rising
slabs represent taxation with vendetta. Only a proportional tax at a fixed rate
(on the pattern of Zakat) is to be levied on the accumulated wealth of the
capable taxpayers without any distinction.”*® Yet another Islamic economist sees
merit in both positions: “Proportional taxation becomes Islamic if income and
wealth are already distributed according to Islamic economic egalitarian cri-
teria. . . . However, in the existence of maldistribution of income and wealth .. . a
progressive system of taxation should be invoked.”’

Underlying this particular controversy is the fact that the principle of equality
is subject to many different interpretations. Indeed, writers who agree that
“moderate” inequality is acceptable often disagree over the limits of moderation.**
It is worth noting that such disagreement is anything but new to Islam: even the
early caliphs saw the limits differently.*’

On the disbursement of zakat funds, writers disagree as to whether funds
collected in one year can be spent in another. Some take the position that
rollovers are inconsistent with the spirit of zakat.”® Others disagree, on the
grounds that cyclical fluctuations in economic activity require disbursements to
be greater in some years than in others.”'

These and other disagreements belie the Islamic economists’ belief that in an
Islamic economy the attainment of substantive justice would be a procedural
matter. On many central issues, the Islamic economists subscribe to contradictory
injunctions, which means that, even though they share the same substantive
objectives, they disagree as to the procedures needed to reach them. A person
trying to weigh the merits of an Islamic economy might wonder: “whose Islamic
economy is the Islamic economy?”

If we ignore actual and potential disagreements among the Islamic economists,
we notice that the injunctions defended by any given writer are not always
consistent with one another. Take the prohibition of interest on business loans
and bank deposits, which, as I remarked earlier, is defended on the grounds that
fairness requires the borrower and the lender to share risk. This interpretation of
the principle of fairness would also seem to require employees to earn variable,
as opposed to fixed, wages. Yet, many of the most vehement opponents of
interest favor fixed wages, and some say explicitly that variable wages are
unjust.52 If wages were variable, the argument goes, a fall in a firm’s revenues
might so lower its employees’ wages that they would have trouble obtaining even
the bare necessities of life. This situation would violate the principle of equality.

Leaving aside the question of why in such instances zakat funds or other
reservoirs of altruism could not be brought into play, let us pursue the implica-
tions of coupling fixed wages with the absence of interest. It means, for instance,
that a grocery worker is shielded from market risk as an employee, but not, if he
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puts part of his earnings in an income-producing bank account, as a saver.
Correspondingly, the owner of the grocery store bears the entire risk of his
operation, while his neighbor the banker shares his own risk with the grocer’s
employee. 1 am not arguing that in practice grocers, bankers, and employees
would find this arrangement undesirable or unreasonable. They may or may not,
depending on a host of factors. My point is simply that the Islamic economists
do not apply the principle of fairness consistently.

A subtler inconsistency involves the injunction against speculation caused by
avoidable ignorance. Through examples, the Islamic economists try to show that
the injunction would effectively block all transactions where the buyer and the
seller might have avoidable differences over relevant characteristics of the traded
commodities. But these examples do not make a case. Consider, first, the
prohibition against selling a pregnant camel, and the associated suggestion that
one may sell her after she has given birth and the sex of her offspring has been
revealed. Does all avoidable ignorance end with the termination of pregnancy?
Not at all. The mother could have a brain tumor, detectable through modern
veterinary technology, which would make her expected life span very short. In
practice, therefore, she could change hands with both the buyer and the seller
expecting her to live ten more years, instead of the six months she actually has
left. The buyer would then suffer what the Islamic economists call an undeserved
loss, and the seller would enjoy an unearned gain.

For another example, take the ban on selling an orange tree in blossom, which
carries with it the permission to sell the tree after it has borne fruit. Islamic
treatises would have us believe that there is no avoidable ignorance once the
oranges have ripened. In fact, the juiciness, sweetness, and vitamin C content of
ripe oranges—to mention three of the characteristics that make them desirable—
become known with greater precision when they are cut open, eaten, and
analyzed. Traders of ripe oranges can thus reduce their ignorance through
scientific sampling and testing.

The inconsistency, then, is to insist on the elimination of some types of
ignorance, without demanding even the reduction of others that traders are
capable, in the present state of technology, of reducing substantially. This
inconsistency is the inevitable result of attempting to eliminate all avoidable
ignorance. Since one can always avoid more ignorance through more tests, the
approach will lead to arbitrary decisions, unless one bans trade altogether. In
modern economies, traders’ ignorance is reduced through mechanisms such as
commodity standards, product brands, and warranties.”’ Some ignorance is
deliberately tolerated, apparently because traders consider the cost of elimination
to be prohibitive. But the trade-offs involved rarely appear in the Islamic
economists’ repertoire.

The specific prescriptions that permeate the contemporary literature, like those
involving pregnant camels and orange trees in blossom, are by no means new.
They figure prominently in classical Islamic jurisprudence, as solutions to recur-
rent commercial problems that threatened social stability. If, in the absence of a
particular piece of information, a transaction tended to breed resentment, Islam’s
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jurists tied the legality of the transaction to the availability of this information.
They hoped, thereby, to minimize the incidence of disputes.**

The jurists did not always agree among themselves as to which informational
imperfections were problematic enough to call for regulation. Nor, when in
agreement on this count, did they always agree on the nature of regulation. In a
recently published study, Nabil A. Saleh records, in encyclopedic fashion, the
differences that existed among the various schools of law.”® He documents, for
instance, that while the Shafi‘i, Hanbali, and “Ibadi jurists categorically pro-
hibited the sale of unripe fruits, the Malikis and some of the Hanafis allowed
“the sale of fruits ... which ripen in succession during one harvest, if such sale
accompanies the sale of what has already ripened.”*® Apparently, there were also
differences over the definition of ripeness. For the Malikis, Shafi“is, Hanbalis,
and Ibadis, fruits ripened—and, hence, became ready for sale—when they turned
sweet. For the Hanafis, in contrast, they ripened upon passing the flowering
stage and attaining their final appearance.”’ Surprisingly, Saleh does not consider
the inconsistencies he detects to hinder the task of defining the Islamic economic
order. He suggests, on the contrary, that his study will facilitate Islamization,
even though he ignores the question of how one is to choose among the
conflicting positions.

PRIORITIES

Certain inconsistencies in the contemporary literature are at least partially
attributable to the fact that justice is not the sole objective of the Islamic
economic system. Among the other objectives are efficiency, growth, employ-
ment, and industrialization. A few authors appeal to such goals in justifying their
reluctance to ban all transactions involving avoidable ignorance.”

The apparent inconsistencies involving modes of cultivation are also traceable
to other goals, although I am unaware of explicit arguments to this effect. As we
saw earlier, the Islamic economists would prohibit the renting of agricultural
land except in cases where the owner is engaged in socially beneficial activities,
notably the defense of Islam. A landowner defending Islam is presumably away
from home for extended periods of time. So, unlike his counterparts who stay
home, he might not be able to monitor at low cost the productivity of his
property. Allowing him to extract a fixed rent, as opposed to a variable share,
eliminates the need for monitoring. As such, the fixed-rent contract can be
interpreted as a compromise that promotes cost efficiency in monitoring over
Justice.

Other inconsistencies can be attributed to clashes between the principles of
justice themselves. Take the contradiction between the prohibition of interest
and the requirement that workers’ wages be fixed. Each of these cases features a
clash between fairness and equality. In the former case, the clash is resolved in
favor of fairness; in the latter, in favor of equality. The resolutions differ because
of an implicit assumption that workers are much poorer than investors. From
this assumption—which does not always correspond to reality—it follows that
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workers would suffer more severely from a decline in wages than investors would
from a drop in their returns. Hence, the principle of equality prevails in the case
of wages, but not in the case of investment returns.

Certain disagreements among the Islamic economists can be ascribed, likewise,
to clashes between the two principles of justice. The dispute concerning progres-
sive versus potential taxation and the potential disputes over such notions as
need, fair wage, and just price can all be linked to variations in the weights
accorded to fairness and equality.

A few Islamic economists recognize that, in some contexts, the principles of
fairness and equality may conflict with each other or with a goal such as
efficiency. One writer thus remarks that “Islam emphasizes the priority of justice
over efficiency. . . . This is not to say that efficiency is not a relevant considera-
tion, but only that it is not decisive.”® Illustrating the implications of this
ordering, he notes that it calls for a ceiling on firms’ profits, although he does not
discuss how the ceiling is to be determined.®' On the subject of resource allo-
cation, another writer provides a long list of relevant criteria, from consumer
preferences to project profitability to Islamic ideology. It may prove impossible,
he says, to satisfy all of them at once, in which case they must be weighted
according to importance. He does not specify how the weighting is to be done.*
Yet another writer detects a conflict over inflation. After noting that erosion of
the purchasing power of money does injustice to the providers of interest-free
consumption loans, he states:

This implies that any activity . .. which significantly erodes the real value of money
should be considered to be a national issue of paramount importance and treated with a
sense of concern. Nevertheless, there are other goals which are of equal, or greater,
importance. If there is an unavoidable conflict between the realisation of these goals, and
a compromise becomes inevitable, then the goal of stable real value of money may be
somewhat relaxed provided that the damage done by such relaxing is more than offset by
the realisation of other indispensable national goals and provided that such relaxing is
undertaken only as long as absolutely necessary and does not become a permanent feature
of the policies of the Islamic state.®’

But which other goals are “indispensable,” and how is one to determine when
they “more than offset” the damage done by inflation? On these crucial points,
we are offered little guidance.

Most writers do not even bring up the issue of priorities. They appeal to one
principle on the question or wages, another on interest; then, on modes of
cultivation, they switch principles in mid-discussion, without, however, offering a
rule to govern such switches. This style of argumentation is characterized by
philosophers as “intuitionist,” since it involves using intuition to strike a balance
among different principles.* In intuitionist arguments, compromises are struck
among principles as a matter of course, but because the priorities established
remain implicit, they offer limited assistance in novel contexts.

Interestingly, a leading Islamic economist admits in one of his latest books
that in resolving conflicts among Islamic goals “the appeal to intuition cannot be
avoided altogether.”® But he immediately reverses himself, dismissing the arbi-
trariness that intuitionism imparts to one’s judgments. Islam’s holy law [sharia],
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he claims, specifies how the various considerations are to be weighted. He goes
on to argue that “the so-called controversy between equity and efficiency is not
real in Islam.”*

It is important to realize that no intellectual enterprise as ambitious as Islamic
economics can be entirely free of inconsistencies or avoid intuitionist argumen-
tation. Our cognitive limitations as human beings preclude us from producing a
fully coherent blueprint of the socioeconomic system we favor. They force us to
segment our blueprint and to bring to the issues and problems that concern us
disparate constellations of impulses, aspirations, assumptions, and logical proces-
ses. They prevent us, moreover, from articulating the complete rationale behind
every feature of the blueprint.*’

This is not to say that the flaws of Islamic economics outlined here are
excusable. While it may be true that total coherence is a mirage, it is also true
that blatant inconsistencies can be avoided through careful and systematic reflec-
tion. Yet, as we have seen, even the few Islamic economists who notice certain
inconsistencies attempt to deal with these in the most superficial manner. They
eschew the painstaking task of bringing order over doctrine—a task to which
generations of judges and social thinkers, in both Muslim and non-Muslim
societies, have devoted their careers.”® The task involves more than bringing
coherence to abandoned injunctions of past centuries—as when an attempt is
made to explain why fourteen centuries ago the caliph “Umar I declared that
dates are subject to zakat, but not pomegranates.® It involves bringing coherence
to current practices as well. Consider, for example, the ongoing policy of Saudi
Arabia and the Gulf Emirates, according to which non-Muslims from the Far
East are given preference in certain employment categories over Muslims.”
Given that in various countries many well-qualified Muslims are out of work and
that workers from the Far East are less likely to cause political trouble, is this
policy justified by Islamic standards? As far as I can ascertain, the literature
provides little help in resolving issues of this sort.

The Islamic economists might reject the bulk of this appraisal, for in a good
many of their writings they maintain that Islamic thought is equipped with a
sound methodology for resolving inconsistencies and handling novel issues. A
major component of this methodology, they say, is analogical reasoning (giyas),
whose purpose is to apply established priorities to new contexts.”' It is true that
in medieval Islamic treatises one finds extensive legal commentaries on analogi-
cal reasoning, as well as scores of applications.”” However, these do not amount
to an operational system for the coordinated determination of priorities. And
this is hardly surprising. For reasons just explained, establishing similarities
between a novel case and familiar cases involves, even in the best of circum-
stances, a measure of arbitrariness. Also, a decision maker’s perceptions and val-
ues are inevitably colored by his personal experiences and by local conditions.”
Islamic jurists, in fact, often produced a series of judgments on a single case.

Even if | am wrong and classical jurisprudence does provide an operational
system for the determination of priorities, one would not know this from
contemporary Islamic economics. Nowhere in this literature does one find articu-
lated a set of general rules to govern analogical reasoning. Instead, one finds an
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abundance of unsynthesized, disparate examples of analogical reasoning by
medieval Islamic writers. When contemporary Islamic economists resort to ana-
logical reasoning themselves, they do so in what seems to be the most arbitrary
manner.

CONSENSUS

The Islamic economists claim, as I mentioned at the outset, that an Islamic
economy would be free of the economic injustices allegedly rampant in capitalist
and socialist economies. In various contexts, however, it is not clear what
Islamic justice requires; nor is it clear what compromises are to be struck on
account of other considerations.

These ambiguities have a far-reaching practical implication: even in a society
composed entirely of pious Muslims eager to build the economic system cham-
pioned by the Islamic economists, no one would possess definitive criteria for
judging whether particular economic actions, practices, and institutions were
just. Two members, equally well-meaning and learned, could easily differ as to
whether a certain market institution conformed to Islam’s twin principles of
justice. Because of their differences, moreover, they could suspect each other of
subscribing to un-Islamic principles, and their suspicions would disturb the
envisioned social harmony.

Yet, most Islamic economists minimize, and some dismiss altogether, the
possibility of discord. In the belief that the institutions of an Islamic society
would be geared toward the reconciliation of individual differences, they maintain
that people would eventually attain a consensus (ijmd‘).” Some writers seem
quite confident that this consensus would not conflict with Islamic principles.
One says in this connection that “when new situations have been met by analogy
or otherwise,” the consensus of the community would prevent it from “drifting
into heresy.””” He builds his case partly on a saying commonly attributed to
Prophet Muhammad: “My people shall never agree on error.”

There are two distinct circularities in this position. First, the ability to deter-
mine whether or not a consensus is acceptable presupposes a consensus on what
is properly Islamic. As we have seen, however, the Islamic economists do not
even agree among themselves as to the implications of the Islamic principles.
Second, the authenticity of the Prophet’s saying is itself based on the consensus
of the Islamic community. There is no guarantee that this consensus will endure,
for scholarship has shed serious doubt on whether the saying belongs to the
Prophet.”

In any case, the Islamic economists are not really prepared to leave the
economy’s design to the community’s consensus. They would not lend their
approval to a consensus that they have perceived to conflict with Islamic princi-
ples—one, for example, that consented to the legalization of interest. Revealing
a refusal to take the Prophet’s saying literally, they also offer concrete measures
to ensure the acceptability of the community’s consensus. Coercion, some say
flatly, is not one of these: people are not to be forced, on pain of punishment, to
support opinions or interpretations with which they disagree. The emphasis is to
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be on teaching the Islamic interpretation of history, inculcating Islamic principles
of justice, and fostering a sense of brotherly cooperation. Through these edu-
cational measures, the argument goes, people’s beliefs, opinions, and preferences
will become harmonized, and they will, thus, become better equipped for the
establishment of a consensus that meets Islamic stipulations.”’

This argument, too, is problematic, for it rests on a pair of premises that were
shown earlier to be doubtful. The first is that there is a unique Islamic economic
system, characterized by a well-defined ensemble of institutions, practices, and
behaviors. The second is that there exists a class of knowledgeable leaders—
presumably the Islamic economists themselves—who can teach people what the
system entails. Both premises conflict with the fact that the Islamic economists
are seriously divided over many basic features of the economy. How can one
expect teachers who have not achieved a consensus among themselves to forge a
consensus in the wider community?

A measure of consensus is essential, of course, to the smooth functioning of
any society. If people are to live and work together in harmony they must agree
on what is good or right, at least where this affects basic social issues.”® The
Islamic economists are justified, therefore, in according consensus a primary role
in establishing their preferred social order. Where they err is in thinking that
more Islamic research and teaching will lead to a particular consensus—to
communal acceptance of a God-given set of injunctions, which unambiguously
defines rhe just economy. They overlook that individuals’ perceptions of justice
are shaped in significant measure by their personal experiences, over which no
Islamic establishment can possibly exercise full control. Which consensus, if any,
comes into being will thus depend on people’s experiences. Moreover, since each
generation goes through a different set of experiences, one particular consensus
might give way over time to another, or disappear altogether.”

There is nothing novel about the Islamic economists’ conviction that incon-
sistencies and disagreements will disappear through the formation of consensus.
Since the 8th century A.D., Islamic scholars have accorded consensus an indis-
pensable role in the creation and maintenance of social stability.*” Yet a veritable
consensus never did emerge—not even on the definition of consensus itself.
Whereas al-Shafii, the founder of Sunni Islamic jurisprudence, defined con-
sensus in terms of the entire community of believers, other jurists were apt to
perceive it in terms of the leading scholars.®' Nor did educational efforts to bring
about consensus put an end to the sharp divisions within the community over
major social and economic issues.

The medieval jurists of Islam might be excused for underestimating the strength
of the forces that could make Muslims differ in their interpretations. After all,
the religion was still in its infancy at the time they wrote, and the methods for
achieving the consensus they were proposing had just begun to be tested. Today’s
Islamic economists have much less justification for trusting that consensus will
emerge and endure. Over the past fourteen centuries Islamic education has not
prevented groups from pursuing, in the name of Islam, diametrically opposite
causes. Under the banner of Islamic fairness, some have campaigned vigorously
for raising certain prices that others, also touting the fairness principle, were
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clamoring to lower. To provide another illustration, the accumulation of wealth
has been defended on the grounds of fairness and efficiency, just as it has been
attacked on the grounds of equality. It is obvious, too, that interpretations of
Islam have a propensity to change over time. Until relatively recently, for
instance, slavery was a tolerated institution that was regulated by the Islamic
establishment.*” Today, many Muslims consider slavery unjust. Revealingly, the
Islamic economists ignore the subject, except in listing the freeing of slaves
among the uses of zakat funds.”

CONCLUDING REMARKS

Despite their ambitious claims, the Islamic economists have not established
that the injustices they find in existing social orders would be absent from an
Islamic order. They have shown neither that the distribution of wealth would be
relatively more equal in an Islamic order, nor that an Islamic order would be
fairer, even by their own standards of fairness. The injunctions they propose are
riddled with inconsistencies, and their conviction that Islam’s consensus mechan-
ism would eliminate these collides with the fact that they themselves are divided
over many crucial matters.

As I mentioned at the outset, some of the flaws found in Islamic economic
thought afflict other ideologies as well. Just consider the diverse schools of social
thought that have developed around that electrifying cry of the French Revolu-
tion, “Liberty, Equality, Fraternity!” Each can be faulted for failing to specify
how these three goals are to be attained and for harboring inconsistencies. In
fact, whenever and wherever an attempt has been made to bring about these
goals, major conflicts have erupted over what they require. Witness how the
limits of liberty have never ceased to be a source of controversy. It has become
apparent, too, that the goals sometimes pull in opposite directions. Thus, eco-
nomic liberties have been found to generate inequality, and many egalitarian
measures have rested on various forms of coercion. It is significant that in a
number of Western countries schools of legal scholarship have emerged that are
very critical of the practices of their community. These schools find many
practices to be incompatible with the principles from which they ostensibly were
derived, and the goals themselves to be deeply antagonistic.**

All this points to the presence of a universal process preventing social doctrines
from becoming totally clear and consistent. I argued earlier that this process is
linked to the incontrovertible fact that human cognitive powers are limited. The
Islamic economists see the matter differently. While agreeing that other doctrines
are deeply flawed, they believe that Islamic thought, being divinely inspired, is
exempt from the perils of human weakness. They thus ignore that, like the
doctrines they indict so harshly, Islamic economics rests on human reasoning
and interpretation.

This is not to say that all systems of thought are alike in every way. They differ
in the severity of the ambiguities, inconsistencies, and illusions they harbor. They
also differ substantively. A very major difference between Islamic economics and
other doctrines that enjoy currency lies in the emphasis placed on liberty. In
many doctrines, liberty is a supreme goal, on par with fairness and equality. In
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many doctrines, liberty is a supreme goal, on par with fairness and equality. In
Islamic thought, by contrast, liberty is barely an issue. It enters writings only
through unsupported assertions to the effect that in an Islamic order transgres-
sions of individual liberty would be minimal. The positions taken by Islamic
economists make clear, however, that in the event of conflict between an Islamic
injunction and individual liberty, it is liberty that must yield.
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