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Dear Readers,

I am pleased to hand the third issue of International Journal of Islamic
Economics and Finance Studies (IJISEF) over to you. I hope the articles
included are interesting for you and will enrich the literature on Islamic
Economics and Finance. We have ten articles (one of them in Turkish, others
are in English), one translation and one book review.

First article proposed a product to enable the Bank to undertake project and
contract cross-border financing activities. Second one discusses the role of
Central Bank in approaching human wellbeing. Third and nineth article is
related with zakat and distribution of wealth.

Forth article is related with Islamic liquidity management instruments. Fifth
study argues that sukuk potentially to be an Islamic nanofinance instrument.
The sixth article is accounting issues in sukuk. The seventh article argues that
opportunities and challenges for Islamic finance in Europe and North
America. The eighth article evaluate the ethics and tax from Islamic
perspective. The last article compare Islamic Economics with free market
economy. The issue also includes the translation of the article named
“Divergence between Aspirations and Realities of Islamic Economics: A
Political Economy Approach to Bridging the Divide” and review of the book

named “Sharia Compliant Microfinance”.

I'would like to thank all our Editorial Board and reviewers for their hard work.
I hope that thanks to the help from our Readers, and all people cooperating
with us, IJISEF aim to be one of the most important and contributed journals

about Islamic Economics and Finance in our region.
Nice reading!

Sakir GORMUS, PhD

Editor
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Salient Features

Sharullizuannizam Salehuddin
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ARTICLE INFO ABSTRACT

Musharakah Tijarah Cross-Border Financing (“Product”) is the product to
enable the Bank to undertake project and contract cross-border financing
activities or other identified business ventures on “pure” Joint Venture basis,
using the underlying Islamic financing contract of Musharakah. Musharakah
Jre do: Tslami concept has a low market share of less than 2.5% in the overall existing Islamic

eywords: Islamic . . . ) o .

. financing products in Malaysia. This product encourages mobilization of idle
Finance, Musharakah, capital / cash entities and thus provides a basis for economic cooperation
Qard, Wakalah, Cross- between these organizations in the society. The product also is expected to
Border Financing, Project inject greater prosper to the Bank’s overall performance and ultimately able to
assist small time landowners in a big way through business risk sharing.
Musharakah provides an alternative investment, which will cater for Islamic
investors and partners, especially from GCC, who may have been reluctant to
invest in conventional or current debt-based financing scheme. With
Musharakah concept, the most preferred and globally accepted Islamic
financing, this can attract these investors to participate on similar risk-sharing
arrangements through the creation of Specific Investment Account (SIA) or
Islamic Syndication to back financing made into the Joint Venture.

and Contract Financing,
Joint Venture.

© 2016 PESA All rights reserved
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1. Introduction

Musharakah Tijarah Cross-Border Financing using the underlying Shariah
contract of Musharakah. Musharakah literally means sharing. It is the modern
term for Shirkah Al-Amwal, one type of Islamic partnership. The capital
raised shall be used to finance identified business ventures that generates
revenue. The profits generated shall be shared between the Bank and
Customer in a pre-agreed profit sharing ratio.

For example, AB Bank, as the financier through AB Special Purpose
Vehicle and Customer will contribute capital in the project / business venture
which Customer has earlier requested for funding. This joint venture can be
done through Musharakah Joint Venture (JV Partners) and Joint-Venture
Agreement. The capital raised shall be used to finance property development
projects and contract financing or other identified business ventures (“the
Project”) that generate revenue with the objective of making profit.

The simple product arrangement is shown in Diagram 1

EXIM BANK

100% EXIM SPV ‘ CUSTOMER

X% Y%

JOINT-VENTURE AGREEMENT TO

UNDERTAKE A SPECIFIC BUSINESS /
PROJECT

Capital Contribution to the Joint Venture (JV) is subject to negotiation,
feasibility study, internal policies, Board of Directors approval and project’s
meeting the relevant credit risk’s requirements. AB Bank via AB SPV and
Customer shall regulate their relationship as the shareholders of Musharakah
JV in the JV Agreement. Both JV partners shall be represented in the JV’s
Joint Management Committee or “JMC”. This arrangement will entail both
parties jointly contributing capital in the JV Agreement. AB Bank, through
its AB SPV, will take up majority / controlling stake in Musharakah JV, with
the balance to be contributed by the Customer. The purpose of this financing
is to channel the funding direct to the project or business undertaking with
AB SPV via JMC having the rights to observe and monitor regarding the
business and non-business aspects of the JV and its business.

2 International Journal of Islamic Economics and Finance Studies
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Based on the simple product arrangement, several benefits already
identified from this product are as follows:

Possibility of having higher net margin

The return from Musharakah-based products is higher than those provided
under the normal debt financing arrangement due to the inherent higher risk
involved. We are looking at Risk Rating Method per project benchmark on
projects in which we have the option of exercising extensive participation. The
Bank shall have share control over the management of the project via
representative in JMC.

High Return

The Bank has opportunities to earn higher returns through sharing of the
profits as high risk high return.

Minimization of Capital Leakage

Compared to the current financing arrangement where financing is extended
to the owners of the business venture/projects, direct project/business
financing can minimize capital leakage through active participation in the
project management.

More Acceptable Proposition to investors from Middle East

Musharakah provides an alternative investment, which will cater for Islamic
investors and partners, especially from GCC, who may have been reluctant to
invest in conventional or current debt-based financing schemes. With
Musharakah, the most preferred and globally accepted Islamic financing
structure, we can attract these investors to participate on similar risk-sharing
arrangements through the creation of Islamic Syndication to back the
financings made into the JVs.

Since the product requires a degree of sophistication from the investors,
it is intended for the product to initially, be marketed to targeted groups of
customers as per matrix below:

International Journal of Islamic Economics and Finance Studies 3
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Financially E
Stable with Low E
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VALUE OF THE PROJECTS I
2. Risk Analysis

2.1 Market Risk

The utmost challenging issue faced by Islamic Financial Institution in the
process of the implementation of the Islamic financial system is the
advancement of Musharakah instrument that can provide the investors an
adequate level of liquidity, security and profitability to support their holding.
In Islamic financial system, Musharakah is acceptable because it represents a
position in real assets and having risk-bearing characteristics whose rate of
return is variable and tied to the performance of the asset.

¢ Risk Mitigation
o Pre-emptive measures:

The financing (credit) proposal paper submitted by EXIM Bank’s personnel
to Board of Directors should include the project cash-flow evaluation using
corporate finance approach (using NPV, IRR, DCF valuation) to investigate
its viability breakeven analysis and possible default.

o Post-monitoring measures:
Hedging instruments in the form of currency markets should be put place.

2.2 Credit Risk

The Bank limit its role in monitoring the company’s performance without
intervening the partner’s roles in managing and upholding confidentiality
which does not relate to the specific joint-venture project for Musharakah

4 International Journal of Islamic Economics and Finance Studies
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financing. The financing provided by banks is also not a part of the permanent
capital of a company, though there is no legal restriction for banks to finance
the working capital requirement of a company in the form of “equity” or
capital participation if it is mutually agreed between the contracting parties.
The decision whether to enter into a Musharakah arrangement with a
company is based on time-honoured and prudent practices observed by banks
all over the world. Proficient management, commitment-worthiness and a
good performance record are some of the utmost important criteria on which
a decision is normally taken.

However, in cases of new companies, banks have to exercise their good
judgement. Banks may adopt different techniques in evaluating a Musharakah
financing proposal. To evaluate the earnings ability of a proposal with
objectiveness the under noted exercise will be uncovering helpful in
quantifying the profit operation of a company wishing to enter into a profit
and departure sharing arrangement with a bank.

The profit projections made by a company in line with its past
performance or in the light of its justifiable future plans and the economic
climate in general are among the basis used in determining the profit sharing
ratios for a Musharakah venture. In Musharakah, banks only provide funds
whereas a company or its directors besides providing capital use their
enterprise, energies, skills, expertise and connections in running the business
and its affairs.

The drawback is that projects for funding through Musharakah are
expected to be selected primarily on the basis of both anticipated profitability
and the credit-worthiness of the partner. Potential exposure to credit risk
became one of the main resistance points for Bank in persuading Musharakah.

The credit risk may arise when the counterparty fails to meet its
obligations in accordance with the agreed terms and conditions. In event of
defaults in debt contracts, the collateral pledged to the bank shall be liquidated
to recover the principles. The only way Banks can minimize credit risks in
“equity” or capital financing is by aggressively engaging in the improvement
of the assets and recovering returns through the sale of its share in the project
at the appropriate time. The back side of it, it’s hard to dispose the asset at a
fair value and the return of the financier will suffer although stringent
monitoring and control are in place. While the banks can sell its shares either
to the entrepreneur or other interested parties, one way in which the value of
a firm can be enhanced is by by issuing initial public offering (IPO) in the
stock market. The latter would be possible if a well-functioning and a
proficient stock market exists.

International Journal of Islamic Economics and Finance Studies 5
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2.3 Operational Risk

Musharakah structure is document intensive compared to conventional,
tedious documentation procedures for financing drawdown, and more Shariah
audits, time consuming and costlier for issuer. Musharakah in particular
requires more commitments and effort from the Bank in the aspect of
monitoring and supervision as the Bank assumes business as well as credit
risks. Given the fact that Musharakah is “equity” or capital financing in
character, collateral is not prerequisite. This inability to secure a lien on the
assets of the business partner would require careful evaluation of the prospects
of the business. As the entire business is based on confidentiality, the client
entering into Musharakah may put a condition that the Bank will not interfere
with the management affairs that is not related to the joint-venture project
and will not disclose any information about the business to any person without
prior permission of the client. However, the extent to which EXIM Bank’s
Board Representative may have the access to primary and sensitive
information of the invested entity would depend on whether such financing
does not rank the same as a debt holder (i.e. first claimant). If the financing
does not rank the same as a debt holder, given the higher capital risk exposure,
the Board Representative should be allowed to access to primary and sensitive
information of the invested entity, including discussion on the company’s
exposures with other bank.

2.4 Liquidity Risk

In an Islamic Bank, the security is only needed to protect the respective
customers from their inability to repay to the bank if they unsuccessfully run
their business with the funds provided by the bank. If this happened, and the
security is held by the Bank, the customer’s account payable could be settled
through the selling of security. The mismatch between the amount money
withdrawn and the completed work could happen and which may lead to
overspending at the end, especially if the money for the specific project is not
efficiently managed and utilized. In such case, the Bank shall intervene to
resolve the situation as soon as it notices any indication of such mismatch. The
best solution for the Bank is by executing a workable drawdown mechanism
that can avoid Capital Leakage. It is imperative that the Bank releases cash
orders and direct payments to certain identified beneficiaries. Also,
progressive monitoring of assets and liabilities in the JV for construction

6 International Journal of Islamic Economics and Finance Studies
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projects under JV can be done stringently by using the general formula as per
below:

Entittement for Current Disbursement + Outstanding
Capital to be redeemed < Current Deposits (payments
received in Project Account and Sinking Fund) +
Receivables (pending certification and payment
receipfs)

Returns to the banks are more uncertain as they depend on the performance
of the business; in other words, there are no guaranteed annual profits. It is
risky to finance medium and long-term projects out of short-term funds. The
inappropriate matching between the maturities of the assets and liabilities in
the Bank’s balance sheet lies at the root of this problem. When there is a
mismatch between the two, liquidity risks arise.

¢ Risk Mitigation
o Inorder to avoid possible exposure on the liquidity risk, the liability should

be in long-term maturity to enable the Bank to finance the assets using
“equity” or capital financing. The risk-adjusted profit for the bank increases
should the investment made in assets for longer terms (i.e. equities) which are
financed by the long-term liabilities.

o As the banks deal mainly with deposits that are short term, the
complementarities between assets and liabilities indicate that it is just
optimum (in terms of risk-adjusted profits) to use assets that have a relatively
short-term maturity. Since the availability of long-term liabilities is limited in
many Islamic financial markets, most banks would prefer to engage in short-
term fixed income instruments like Murabahah and ljarah to avoid liquidity
mismatch.

o Under AAOIFI 3/1/5/14, it is permissible, based on the association or a
decision of the partners, not to distribute profits of the company from the
creation of Sinking Fund. It is also permissible to set aside periodically a
certain ratio of profit as solvency reserve or as a reserve for meeting losses of
capital (investment risk reserve or as a profit equalization reserve.

2.5 Legal Risk

Various regulatory requirements will need to be met when investing directly
in a business. The SPV structure will perceive benefits for Bank in terms of
“Ring-Fenced” and insolvency-remoteness (such as from some of the
extraneous risks associated with the ownership of the asset, example

International Journal of Islamic Economics and Finance Studies 7
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environmental liability). The Bank’s liability is up to extent of its financing in
the specific JV, extended via the SPV if there are liabilities arising, it would
“claw” back to the SPV only if the SPV has given a shareholder’s guarantee,
and otherwise, liability will stop at the JV level. The legal document must
clearly stipulate:

v" Purpose of Musharakah venture
v" Relationship between contracting parties

v" Rights, roles and responsibilities of the contracting parties to the
Musharakah venture

Capital contributed by contracting parties
Profit Sharing Ratio adopted for the Musharakah venture

Provision on Loss shall be borne proportionate to the capital contribution

Specifica tenure of venture

v

v

v

v" Calculation methodologies and timing for profit distribution

v

v’ Pricing or valuation methodology used for underlying asset or shares
v

Reporting of the Musharakah performance which include the frequency
and the type of information to be include in the report

v" Collateral and guarantees including rights over assets, if any

v Provision on Terms and Conditions on dissolution, termination,
redemption or withdrawal of Musharakah venture

v" Fees and charges to be borne or waive by the contracting parties

The JV Agreement should entail the rights and exclusively of each partners. It
is also more important to be involved in the day-to-day management as stated
in the agreement. The Bank should be watertight in governing the business,
and should not just be a JMC Nominee. Thus JV agreement should also focus
the legal perspective in Civil Law, necessary undertakings and pre-
determination of default / negligence.

8 International Journal of Islamic Economics and Finance Studies



3. Salient Features and Product Structures
3.1 Product Legal Structures

EXIMBANK | Proceeds to HDA/Escrow Account
(5) Master Loan )
Trust Deed (Qard) 4) Indemnity
Letter
(3) Master Service 100%
Ageeement |

EXIM BANK SPV CUSTOMER

Sharcholder Shareholder
Advance/
Ad\ance N
Tangible Assets
X%

1) Musharakah TV Agreement
2) Management Agreement

Musharakah IV { Joint Management
Committee

Example: (EXIM Bank SPV): (Customer)

Capital Contribution Ratio (CCR) XX% : XX%

. Musharakal JV Agreement — To determine the roles

and responsibilities of EXIM SPV and the Customer
and the terms and conditions of the JV. The JV is not
governed by Partnership Act

. Management Agreement - The monitoring and

supervision of the project shall be under the purview of
a joint Management Committee (JMC)

. Master Service Agreement — To employ customer as

developer/contractor to develop the said project also to
employ customer as sales and marketing agent (where
applicable).

. Indemnity Letter — shareholder or directors of

customer MUST indemnify EXIM SPV  against
breaches of terms and conditions in the TV Agreement
and in the event of any fraud and misrepresentation.

. Master Trust Deed — In order to avoid the partners of

the JV misappropriating the assets contributed the JV.

International Journal of Islamic Economics and Finance Studies
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3.2 Product Mechanism Structure

i Development Project 100%
i

i owned by Customer

i (RM150Million)

! -

Customer as the Developer, to execute Development

Project worth RM150.0 million in sales proceeds.

o EXIM SPV injects loan (Qard) of RM90.0 million for
working capital of the Project, while Customer’s

) capital contribution is by Land, worth RM10.0

i million.

i ¢ In order to avoid the partners of the IV

e mmemd
.

100%

misappropriating the assets contributed into the IV, a
Master Trust Deed over such assets is to be issued by
the TV in trust of each of the partners to the TV. This
EXIM SPV CUSTOMER shall enable a Trust Caveat to be entered and lodged
o by the IV to acknowledge that the land contributed as
“capital” by Customer whereas the beneficial interest
Shareholders Shareholders of the Land is held by the partners.
Advance RMOOM ;;}?gi; o Service Agreement (under Ljarah Al-Amal concept)
Q0% 10% : shall state the employment of the Customer by EXIM
SPV via the TV as:
o The developer, to complete the works arising

LR T R TRIENT from or in relation to the Project.
o The Customer will be employed as the

Aftorney to sign the sale and purchase
agreements, pursuant to the Service
Agreement, on behalf of the TV
¢ Capital redemption payment may only commence
upon completion of the development project.
f ¢ Profit will be shared and distributed upon completion
i of the project.

MUSHARAKAH IV

Service

Agreement

[] | lWahak
IME | Amal) :\' \ /

10 International Journal of Islamic Economics and Finance Studies
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The following table shows the product features for Musharakah Tijarah
Cross-Border Financing:

Mousharakah Tijarah Cross-Border Financing

No. Item
Features
Musharakah JV | i- Malaysian Controlled Company;
t Partners ii. AB SPV
Incorporated partnership governed by JV
Agreement under Musharakah concept. Active
participation by AB Bank via AB SPV as
majority  stakeholder.  Shariah-compliant
financing with the objective of making profits.
To bridge finance the Project’s working capital
and capital expenditure to the completion of
. the project overseas inclusive but not limited
Business Model | .
2. and Financing
Objective I.  Fixed assets (inclusive of land, vehicles,

machinery, equipment and tools);

II. Working  capital  (raw  materials,
construction material, supplies);

III. Labour (payment to sub-contractor);
IV. Professional fees;
V. Preliminary expenses.

International Journal of Islamic Economics and Finance Studies 11
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Item

Mousharakah Tijarah Cross-Border Financing
Features

Special Purpose
Vehicle (SPV)

AB Bank is represented by AB SPV as JV
partner. A Master Trust Deed is to be executed
in favour of AB Bank over the monies held by
AB SPV pursuant to the Musharakah Venture

for the purpose of channelling the financing
funds to individual JVs.

Rationale of SPV set-up:

a. AB SPV is “ring-fenced” against liabilities
of the JVs.

b. SPV is established for the specific venture

and terminate upon completion of projects.

c. AB SPV has insolvency remote features:
specific set-up purpose, sub-contract to AB
Bank via Master Agency Agreement, no
employees and quantifiable liabilities.

(Note: JV is governed by Contract Act which
is based on terms and conditions, instead of
Partnership Act that is based on unlimited
liabilities (clause in JV Agreement))

Facility Agent

AB Bank (via Master Agency Agreement with
AB SPV)

Roles and Responsibilities

1) Reviewing and approving the
construction, progress and execution plan of
the Project;

2) Determination of fees payable to the
consultants and / or professionals appointed for
the Project;

3) Approving all financial statements
prepared and submitted by the Customer

4) Reviewing and approving the working
budget and working capital requirements
proposed or formulated by the Customer in
relation to the Project.

12
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Mousharakah Tijarah Cross-Border Financing

No. Item

Features

Besides covenants, the active monitoring and
management of the Project under the purview
of the JMC assisted by qualified personnel

5. JMC including RM and/or external PMC for early
detection of any problems in Project. All these
factors will minimize both performance and
capital payment risk.
Funding includes
I.  Own Capital
II. Sukuk
III. Other Islamic Funds
IV. Investment Account Platform (issued by
BNM)

6. | Sourcesof Funds | g, i/ 4l sulcuk and other Islamic funds:
e Back to back funding arrangement with
lower cost of fund or issuance of Sukuk (no
dividend payment until declaration of profit)
carrying zero risk weighted.
e AB Bank leverages on external funding
arrangement.
1) Malaysian owned / controlled companies
registered under Companies Act 1965.
2) Customer possesses valid license / permit /
contractor registration from the relevant

o authorities.

7. Eligibility 3) Start-up companies
4) No track record
5) Lack of capital
6) Have viable project and expertise
7) No securities

International Journal of Islamic Economics and Finance Studies 13
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Item

Mousharakah Tijarah Cross-Border Financing
Features

Note: the above list is non-exhaustive in nature
and is meant to serve as a guide on the type of
companies/business that the Bank should be
extending the Musharakah Tijarah Cross-
Border Financing-i facilities.

Target Sector

Development Projects Financing.

Tenure of Joint
Venture

Min 1 year and Max 7 years.

10.

Currency

The offering of this project is in RM and any
other currencies acceptable to AB Bank.

11.

Margin
Participation

I. AB SPV’s minimum financing size in

MTF-iis RM2 million

II. The Financing or Capital Contribution is
between 70% (minimum) to 90% (maximum)
of Project Cost

III. However, Project Cost in Development
Project Financing must take into account the
anticipated minimum sales to complete project
based on the Project’s cash flow schedule
(where applicable)

Rationale of Capital Contribution of 90%:

Higher margin will be compensated in the
Profit Sharing Ratio. However, this margin
would depend on our risk appetite and
negotiation with Customer. This is major
differential advantage for MTCBF-i. As a JV
partner, AB Bank must ensure sufficient
capital injection for working capital and
CAPEX to avoid non-delivery of project. The
delivery of the project will protect AB’s capital
financing in the JV ultimately.

14
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Item

Mousharakah Tijarah Cross-Border Financing
Features

Capital redemption to AB Bank is subject to
satisfactory project completion and sufficient
sales proceeds. As a JV partner, both capital
redemption and profit payment to AB Bank
are directly linked to achievement in sales
proceeds. Project completion may be in phases

and subsequently sales will materialize.

12.

Qualified Capital
& Capital
Contribution
Ratio (CCR)

i. Initial agreed CCR is (AB SPV)
(Customer), ie. X% : Y% or other ratio

determined by the Bank

ii. The quantum and type of Capital
Contribution of each party must be clearly
stated and agreed upfront

iii. The only type of capital accepted is cash in
any currencies. Any variation, which includes
assets which market value is available and can
be valued independently, is subject to AB Bank
BOD’s approval.

iv. All forms of debts shall not qualify as
Musharakah capital. Payment due from other
partners or third parties is considered as debt

and will be treated in a separate contract.

v. CCR changes progressively once capital
redemption takes place.

Note: Proposed Capital Contribution Matrix
based on Risk Rating Methods as per
Appendix 1.

13.

Disbursement
Procedure

i. This procedure refers to the disbursement of
funds to the Project venture

ii. Disbursement patterns will mirror the
Project’s cash flow needs and may not have
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Item

Mousharakah Tijarah Cross-Border Financing
Features

equal disbursement quantum throughout the
tenure of the Project

iii. Disbursement is upon fulfilment of all
applicable conditions and perfection of all legal
documentation to the satisfaction of AB Bank.

14.

Distributable
Profits

i. The formula to derive the base of the profit
calculation must be agreed upfront by both
parties. The projected profit is based on pro-
forma figures of both Projected P&L and cash-
flow, which may change as revenue and costs
elements change. Credit risk is also taken into

consideration in determining the formula

ii. Distributable Profits (before tax) may be
declared at quarterly, semi-annual or annual
basis. There are accrued in Musharakah
management accounts and later disbursed to

Partners upon realization of Cash Surplus (i.e.

Sales Proceeds in Cash)

iii. AB Bank’s Profit portion to be recognized
in Customer’s accounts as Financial Expenses

instead of Dividend Paid, upon disbursement.

15.

Profit Sharing
Ratio (“PSR”) and

Loss Sharing
Ratio (“LSR”)

i. The Distribution Profit shall be in
accordance with the ratio as agreed upfront as

(AB SPV) : (Customer), i.e. X% : Y%

ii. The determination of PSR is either:

a. PSR agreed upfront as fixed throughout

Tenure: or
b. Present PSR equals to up to beginning
CCR of the accounting period, since CCR is

subject to change progressively upon capital

redemption; or

16
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Item

Mousharakah Tijarah Cross-Border Financing
Features

c. Profit Sharing Ratio Matrix (Appendix IT)

iii. The loss sharing ratio (LSR) must be
equivalent to CCR at any point of time.

iv. The PSR may be revised either based on the
mutual agreement of the partners or based on a
certain benchmark agreed upon by the partners
as the case may be. (BNM: Concept Paper —
Shariah Requirements, Optional Practices and

Operational Requirements of Musharakah)

Note: The profit earn from contract awarded
will place in Project Account and distribute
until end of the project and subject to the IRR
of the project.

16.

Profit Distribution
Date (Excess
Profit Payment)

The date of profit paid to shareholders upon
realization of Cash Surplus. AB Bank had the
discretion to release profit payment to the
partners from the Distribution Profit Account
or Escrow Account or hold the payment by
transferring the profit to Sinking Fund instead.

17.

Availability Period

Subject to the nature of Project.

18.

Collateral

Nil. However, 3" party’s collaterals are allowed
to secure AB SPV’s Capital Contribution only

Note: The collateral can only be liquidated in
the event of misconduct (ta’addi) or negligence
(tagsir) or breach of specified term
(mukhalafah al-shurut) of contract. (BNM:
Concept Paper — Shariah Requirements,
Optional ~ Practices and  Operational
Requirements of Musharakah)
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Item

Mousharakah Tijarah Cross-Border Financing
Features

19.

Guarantee

Nil. Guaranteed profit and principle are not
allowed. Performance Guarantee from
shareholders or directors of Customer or third

party allowable.

20.

Indemnity

The directors or shareholders of Customer
must execute Indemnity Letter to indemnify
AB SPV against breaches of terms and
conditions in the Joint-Venture Agreement
and in the event of any fraud and

misrepresentation.

21.

Periodic Review

AB Bank’s Credit Committee will be updated
by JMC on a annual basis.

22.

Exit Plan

i. Form of the Musharakah JV Share
Certificate

AB SPV’s commitment will be in cash and
shall be represented by this share certificate.
This form is issued by Customer to certify AB
SPV shares in the project or business referred

to in the Joint-Venture Agreement

ii. Form of the Sale of Musharakah JV Share
Certificates Agreement

This form gives AB SPV the right at its
absolute discretion at any time to sell the Share
Certificate on a staggered basis as set out in the

Joint-Venture Agreement

iii. There are 3 events of sale of MusharakahJV
Share Certificates:

a. AB SPV to exit early from JV in the event

of non-default

18
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Item

Mousharakah Tijarah Cross-Border Financing
Features

b. Prepayment by Customer (own means,
exclusive from JV’s revenue and returns) in the
event of non-default

c. AB SPV to exit from JV in the event of
default

Formula for determining sale price of
Mousharakah JV Share Certificates must be

agreed upfront as follow:

Selling Price = P + Premium
Where;

P = Outstanding Capital
Premium=P x Y x (n/365)

Y = Negotiated % agreed by partners

n = Number of days elapsed from the date of
disbursement to the date of divestment.

The formula applies for situations in which
there has been no prior redemption of capital
or payment of profit. Otherwise, it will be
adjusted due to effects of these payments
accordingly.

Or

Market Value x Capital Contribution
(whichever is higher)

iv. AB SPV may deliver a Notice of Sale of

Musharakah JV Share Certificates to a 3rd
party, other than Customer, at a negotiated
market value.

23.

Designated
Accounts

Project a/c, Escrow a/c, Sinking Fund and
Distribution a/c where applicable. AB SPV’s
representatives will act as the sole signatory to
all the accounts.
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Item

Mousharakah Tijarah Cross-Border Financing
Features

24.

Documentation

Mandatory documentation are:

i. Letter of Engagement

ii. Joint-Venture Agreement / Co-Ownership
Agreement

iii. Indemnity Letter

iv.Form of the Musharakah JV Share
Certificate; and

v. Form of the Sale of Musharakah JV Share

Certificates Agreement

Additional documentations are need to be
considered:

I.  Management Agreement
II. Service Agreement

III. Letter of Undertaking by the partner to
utilize the facility strictly for the purpose of the
financing

IV. Declaration of Trust
V. Deposit of Land Title
VI. Companies Act 1965 related documents

and forms

Other relevant documents as advised by AB
Bank’s legal advisor and management as long it

is Shariah Compliant.

25.

Capital Adequacy

Requirement

AB Bank’s capital base erosion treatment at
single tier level; minor investment in AB SPV,
together with 150% risk weight on the
financing amount. (BNM Guidelines on
Property = Development and  Property

Investment Activities by Islamic Banks).

26.

Termination

Upon expiry of the Musharakah Tenure and
project completion, the Musharakah joint

20
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Mousharakah Tijarah Cross-Border Financing

No. Item
Features

venture is terminated, unless extended with the
mutual consent of the JV partners. EXIM SPV
may undertake recovery actions via disposal of
the Project Land / Asset after all creditors’
obligations have been honoured.

4. Conclusion

In this paper, we have examined the concept, structure and salient features of
Musharakah Tijarah Cross-Border Financing is the product to enable the
Bank to undertake project and contract cross-border financing activities or
other identified business ventures on “pure” Joint Venture basis, using the
underlying Islamic financing contract of Musharakah. Same time, we have
discussed the risks associated with the proposed product such as market risk,
credit risk, operational risk, liquidity risk and legal risk. Additionally, the
current most of products are offered by Islamic banks based on sale-based
contracts such as Murabahah, Tawarrug, ljarah, Salam, Istisna, etc., which
trigger some issues from Shariah perspective such as benchmarking of interest
rate. 'This product encourages mobilization of idle capital / cash entities
within cross-border financing activities and thus provides a basis for economic
cooperation between these organizations in the society. The product also is
expected to inject greater prosper to the Bank’s overall performance and
ultimately able to assist small time landowners in a big way through business
risk sharing or profit and loss sharing (PLS) mechanisms. Musharakah
provides an alternative investment vehicle, which will cater for Islamic
investors and partners, especially from Gulf Cooperation Council (GCC),
who may have been reluctant to invest in conventional or current debt-based
financing schemes. With Musharakah concept, the most preferred and
globally accepted Islamic financing mode, this can attract these investors to
participate on similar risk-sharing arrangements through the creation of
Specific Investment Account (SIA) or Islamic Syndication to back financing
made into the Joint Venture. Premised on the above, Musharakah Tijarah
Cross-Border Financing provides the Bank wider customer experience for
markets that are still largely untapped. It also provides opportunities to expand
the investment choices / opportunities available to the Bank clients and allow
them to execute alternative investment strategies. Customer also may leverage
on market reputation as a JV partner to the Bank.
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Appendix 1
Capital Contribution Matrix (Based on Risk Rating)

Possibility of Explaination Capital Contribution
Default Ratio (Bank:Customer)

Rating 2 denotes
expectation of very low
default risk. Strong capacity
fulfilment  of financial
2 commitments is expected.
- The customer is expected to
(Ve.ry ng,h withstand potential adverse
Credit Quality) market condition. Capacity
of  payment financial
obligation is most
significantly vulnerable to
foreseeable event. 85% : 15%
Rating 3 represent
3 expectation of low risk of
(High Credit | default including in the
Quality) event of adverse market
condition.
Rating 4 indicates
expectation of default risk is
4 currently low. Payment

(Good Credit capacity ~ of  financial

o obligation is  deemed
Qualicy) adequate. Adverse market
or economic conditions
however are more likely to

International Journal of Islamic Economics and Finance Studies 23



JISEF

impair the financial
capacity for payment.

Rating 5 indicates higher
5 vulnerability to default risk,

TS Gt particularly in the event of
& adverse changes in business

Risk) : ..

or economic condition over
time.

Rating 6 indicates
significant credit risk. The
customer is currently to
6 meet financial
(Significant | commitment, but adverse

Credit Risk) | financial or  economic
condition will likely impair
capacity to meet financial
commitment.

The customer is currently
o vulnerable and payment
(Substantial capacity hinge? on
. favourable financial and
Credit Risk) . diti
economic condition.
Default is a real possibility.
Customer  is highly
8 vulnerable  to  adverse
(Very High financial and economic
Credit Risk) | condition. Default appears

70% : 30%

probable.
9
(Exceptionally Default is imminent and
High Level of inevitable or customer is in
Credit Risk) standstill.

Note: Advance margin will be compensated in the Profit Sharing Ratio.
However, this margin would depend on our risk appetite and negotiation with
Customer. This is major differential advantage for JV. As a JV partner, Bank
must ensure sufficient capital injection for working capital and CAPEX to
avoid non-delivery of project. The delivery of the project will protect Bank’s
capital financing in the JV ultimately. Capital redemption to the Bank is
subject to satisfactory project completion and sufficient sales proceeds. As a
JV partner, both capital redemption and profit payment to the Bank are
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directly linked to achievement in sales proceeds. Project completion may be in
phases and subsequently sales will materialize.

Appendix II

Profit Sharing Ratio Matrix (Based on Risk Rating)

1-2YEARS TENURE OF
v

2-5YEARS TENURE OF JV 5 -7 YEARS TENURE OF JV

Possibility of
(Bank : Customer) (Bank : Customer)

Low Default (Bank : Customer)

3 35% : 65% 40% : 60% 45% : 55%
4 35% : 65% 40% : 60% 45% : 55%
5 35% : 65% 40% : 60% 45% : 55%

Low High
Retum Return

Note: This matrix based on simple percentage benchmark to determine the
Profit Sharing Ratio (PSR). The PSR will increase accordingly base on tenure
(5%) of the project.
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ABSTRACT

This study explores the role played by the Islamic Economics in
approaching Happiness Economics with a case study on the role of
central banks in achieving human wellbeing. The study concluded
that while a revolution emerged in the economic sciences field
which is more effective and efficient, if accurately followed, in
approaching human wellbeing, Central banking and the financial
sector remained within its traditional role and functions aiming at
economic and monetary stability. Only Islamic Banking and
Finance and within the Islamic Economics from conceptual and
pragmatic basis could be considered a welcomed development
which might be building a corner stone for enabling a new role for
banking and finance sector for approaching happiness economics
from national to global perspective.
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Part 1: Happiness Economics — The Conceptual Basis and Thought
Development'

1. Introduction

Happiness constitutes the greatest and first priority within human beings'
wellbeing. This fact creates the first motivation for my presentation.

The recent history of economic thought succeeded in laying the
cornerstone for Happiness Economics which has been considered to be
emerging as a turning Revolutionary economic point which integrated
analytical economic tools with psychology science tools.

This revolution has proved to be a leading approach affecting both
public policies and private sector business community towards achieving
subjective happiness atmosphere.

Revolutionary developments in economics are rare. The conservative bias of
the field and its enshrined knowledge make it difficult to introduce new ideas
not in line with received theory.

"Happiness research, however, has the potential to change economics
substantially in the future. Its findings, which are gradually being taken into
account in standard economics, can be considered revolutionary in three
respects: the measurement of experienced utility using psychologists' tools for
measuring subjective well-being; new insights into how human beings value
goods and services and social conditions that include consideration of such
non-material values as autonomy and social relations; and policy consequences
of these new insights that suggest different ways for government to affect

individual well-being®".

"In Happiness, emphasizing empirical evidence rather than theoretical
conjectures, Bruno Frey substantiates these three revolutionary claims for
happiness research. After tracing the major developments of happiness
research in economics and demonstrating that we have gained important new
insights into how income, unemployment, inflation, and income
demonstration affect well-being, Frey examines such wide-ranging topics as
democracy and federalism, self-employment and volunteer work, marriage,

! This research Paper has drawn heavily upon a chapter prepared by the researcher as author of
a book to be published shortly by Emerald Publishing on “Approaching Happiness Economics
within the World Challenges - The Conceptual and Practical Basis Case Study on the Role of
Islamic Economics”

2 Bruno S. Frey(2008), Happiness: A Revolution in Economics (Munich Lectures in
Economics) Hardcover — May 2, 2008. http://www.amazon.com/Happiness-Revolution-
Economics-Munich-Lectures/dp/0262062771/ref=pd_sim_b_1
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terrorism, and watching television from the new perspective of happiness
research®.

Turning to policy implications, Frey describes how government can
provide the conditions for people to achieve well-being, arguing that a crucial
role is played by adequate political institutions and decentralized decision
making. Happiness demonstrates the achievements of the economic happiness
revolution.

1.1. Happiness and Subjective human wellbeing

Objective human wellbeing covers three main dimensions including
economic, social and environment wellbeing and focus on many subjective

wellbeing indicators reflecting the quality of life.

"Objective indicators capturing varied dimensions of economic, social,
and environmental well-being of the targeted communities. Also focusing on
subjective indicators of quality of life such as community residents’ satisfaction
with life overall, satisfaction with various life domains (e.g., life domains
related to social, leisure, work, community, family, spiritual, financial, etc.), as
well as satisfaction with varied community services (government, nonprofit,
and business services serving the targeted communities".*

The Happiness of People determine internationally development policies

The implication one may draw is that in countries where most people are not
happy, there is economic underperformance and loss. In July 2011, the United
Nations (UN) General Assembly proposed ‘the happiness of the people’ as a
new measure to guide development policies. In April the following year, the
UN launched the first meeting on happiness and wellbeing, presided over by
the Prime Minister of Bhutan. Not long after, the first World Happiness
Report (Earth Institute 2012) was published, pooling existing multi-
disciplinary knowledge. This momentum, along with progress in data
standards and collection, has led to the integration of happiness components
into the Sustainable Development Goals for 2015-30, the successor to the
Millennium Development Goals.

It is thought that Capitalism and other Socio-economic systems applied
in our recent world including capitalism, socialism, dictatorship and welfare
systems had been producing periodic crises, world economic instability, social

3 Bruno S. Frey is Professor of Economics at the University of Zurich, Visiting Professor at the
Swiss Federal Institute of Technology, and Research Director of CREMA (Center for
Research in Economics, Management, and the Arts). He is co-editor of Economics and

Psychology: A Promising New Cross-Disciplinary Field (MIT Press, 2007).

* http://www.springer.com/series/8363
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injustice, continued conflicts, hate and wars spreading globally in general and
in the Middle East and developing countries in particular.’

Various Socio-economic and political systems proved to have many
gaps in responding to the human wellbeing including in economic field
{sustained economic growth, full employment, sustained real per capita
growth and stability, in the social and cultural aspects (ensuring an adequate
level of social justice, education and higher education and ensuring basic
quantitative and qualitative health services , social care ) and moral
(preservation of virtue, morality, religion and societies avoid corruption) and
environmental pillar into development activities (establishing a green
development projects committed to a clean environment requirements and
preserving the rights of future generations), and the political aspects (including
democracy, Democratic institutions provide the opportunity for the most
disadvantaged groups in society to participate, institutionalize their rights,
make choices, challenge public policies and hold Governments accountable,
political freedom of choice, formation of political parties, free public opinion,
judicial just system, freedom of speech, publication, and assembly; and the
duty to respect human dignity in social life)®

1.2. Happiness Economic Definition

The economics of happiness assesses welfare by combining economists’ and
psychologists’ techniques, and relies on more expansive notions of utility than
does conventional economics. The related research highlights factors other
than income that affect well-being.” Consequently the economics of happiness
is an approach to assessing welfare which combines the techniques typically
used by economists with those more commonly used by psychologists.

"While psychologists have long used surveys of reported well-being to
study happiness, economists only recently ventured into this arena. Early
economists and philosophers, ranging from Aristotle to Bentham, Mill, and
Smith, incorporated the pursuit of happiness in their work"®.

> CHAPR, Umer,M,( 995 ) Islam and the Economic Challenge, The Islamic Foundation and
The International Institute of Islamic Thought 1416 — 1995, Islamic Economics Series - 17
http://ierc.sbu.ac.ir/File/Article/Islam%20and%20the%20Economic%20Challenge_93524.pd
f

¢ NICKEL, James (2014), "Human Rights", The Stanford Encyclopedia of Philosophy
(Winter 2014 Edition), Edward N. Zalta (ed.) http://plato.stanford.edu/entries/rights-human/
7 GRAHAW, Carol (2005) , The Economics of Happiness, Economic Studies Program, The
Brookings Institution, Forthcoming in Steven Durlauf and Larry Blume, eds., The New
Palgrave Dictionary of Economics, Second Edition.
http://www.brookings.edu/~/media/research/files/articles/2005/9/globaleconomics%20graha
m/200509.pdf

8 Ibid.
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Happiness economics — which represents one new direction — relies on
more expansive notions of utility and welfare, including interdependent utility
tunctions, procedural utility, and the interaction between rational and non-
rational influences in determining economic behavior.

"Richard Easterlin was the first modern economist to revisit the concept
of happiness, beginning in the early 1970s. More generalized interest took
hold in the late 1990s (see, among others, Easterlin, 1974; 2003; Blanch
flower and Oswald, 2004; Clark and Oswald, 1994; Frey and Stutzer, 2002a;
Graham and Pettinato, 2002; Layard, 2005".

After reviewing most of the definitions given to Happiness, I refer in
the following to the clearest definition that shed clearer lights on the state of
subjective happiness and illustrate at the same time happiness determinants
serving our objected conceptual and practical basis required for achieving

wellbeing happiness.

"Happiness occurs in various ways and it is often seen as a reflection
of satisfaction with life"

"In the context of psychology, “happiness” has been cited as a
psychological state and an overriding goal of human behavior. Watson (1980)
stated that no quest claims a larger following than happiness. According to
him, the essentials of happiness for most people are among the stable elements
of life (friends, work, and nature)"°.

Time emphasis: Happiness is an evaluation of life as a whole.

The judgement may cover not only the present, but also on the past or
anticipate the future. It is, of course, one thing to identify the correlates of
happiness, and quite another to use public policies to bring about a society-
wide rise in happiness (or life satisfaction). That is the goal of Bhutan’s Gross
National Happiness-GNH, and the motivation of an increasing number of
governments dedicated to measuring happiness and life satisfaction in a
reliable and systematic way over time.

The most basic goal is that by measuring happiness across a society and
over time, countries can avoid “happiness traps” such as in the U.S. in recent
decades, where Gross National Product-GNP may rise relentlessly while life
satisfaction stagnates or even declines.

In light of the preceding concepts about Happiness we would use both
terms of Happiness and satisfaction with life and subjective well-being to
mean the same.

? Ibid.
10Tbid.
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Governments are increasingly measuring well-being with the goal of
making well-being an objective of policy. Lord Gus O’Donnell, former UK
Cabinet Secretary and Head of the Civil Service, showed just how this can be
done. It shows how different are the policy conclusions when health, transport
and education are viewed in this light'.

Governments worldwide are now measuring subjective well-being or
are currently considering whether to do so. OECD explains the thinking
behind their new international standard guidelines for measuring well-being,
and the office of the UN Human Development Report explained its own
approach to the issue.

1.3. Islamic Economics and Happiness

Responding to world thinkers seeking a third road to achieve happiness as
both systems of Capitalism and Socialism and their added reforms and
restructuring decisively failed to attain human happiness, but lead to more
wars and human suffering and international financial and economic crisis as
deeply represented in the latest continuing Crisis of 2008. This crisis gave
arising belief in the Islamic economics which witnessed a rapid growth within
regional and international circles and has been developing as a welcomed
source for playing a basic contributing role in the International financial
system.

Another important motivation for searching about the relation between
Islamic Economics and happiness is arising from the state of conflicts and
hatery prevailing in our recent national, regional and international sphere.
This position motivates the need for the search for a "third way" to fight
against hate-speech and hate-crimes as a result of the growing phenomena of
Hate in Europe whether as anti-Semitism or anti Islam and Islamic people.
This applies to Israel's ambassador to Germany when he claimed that German
Jews are being hunted again like in 1938. It also applies to all voices claiming
Muslim Germans are now in the position of Jews in 1938. This searched third
road requires understanding all factor lead to this world of hatery and
discrimination""*.

The solution for this world state of affairs might be searched in the
determining factors which sow the seeds for human love and Happiness. Here
we will explore the role of the Islamic Economics as the third road.

Several foreign and international voices cry out in order to stress the fact
that Islamic economics is the hope for the salvation of humanity from the

1 Tbid.

2 Neuwirth, David © Qantara.de 2015 https://en.qantara.de/content/anti-semitism-and-

islamophobia-a-third-way-yes-but-one-that-acknowledges-the-
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extremist positions adopted by each of the two dominant economic systems
capitalism and socialism®.

Economy is the vital context which reveals the material and spiritual
strength of Islam and through which the Islamic Ummah can achieve its
cohesion, strength and universal mission.

Islam was not revealed to man for spiritual guidance, as was Christianity
which advocates the principle of "Give to Caesar what belongs to Caesar and
to God what belongs to God”. Instead, Islam came in order to organize man’s
life in all its aspects, whether they are political, social or economic. The
Messenger Mohammad, may Allah’s prayer and peace be upon Him, was not
only a Prophet but also an executive judge™.

1.4. Islamic Economics —Conceptual Basis®

Islamic economics has been having a revival over the last few decades while,
conventional economics has become a well-developed and sophisticated
discipline after going through a long and rigorous process of development over
more than a century. How does Islamic Economics differ from conventional
economics, and what contributions have it made over the centuries?

This evolution emerged as all development theories which led to the
establishment of capitalism, rooted in Adam smith thought of free market
invisible hand concept (1776) as well as all of development theories which
developed from economic development to socio-economic development and
then to human development as initiated by UN-UNDP. However the human
economic thought discovered that all included concepts in the mentioned
theories could not succeed in approaching human happiness and wellbeing.
Then all these development theories and thoughts progressed towards
economic development of happiness. This last development of economic
thought has been emerging in the search for other determinants of human

happiness than the building of wealth and GNP.

These lacked gaps are defined mainly as virtual ethics, socio-economic
and political indicators approaching happiness.

Secular and materialist worldviews attach maximum importance to the
material aspect of human well-being and tend generally to ignore the
importance of the spiritual aspect. They often argue that maximum material
well-being can be best realized if individuals are given unhindered freedom to
pursue their self-interest and to maximize their want satisfaction in keeping

13 http://www.kantakji.com/media/6605/teaching-islamic-economics.htm

“Tbid.
15 M. Umer Chapra,(2005) Op.cit,
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with their own tastes and preferences. In such a worldview there is little role
for values or government intervention in the efficient and equitable allocation
and distribution of resources. When asked about how social interest would be
served when everyone has unlimited freedom to pursue his/her self-interest,
the reply is that market forces will themselves ensure this because competition
will keep self-interest under check.

In contrast with this, religious worldviews give attention to both the
material as well as the spiritual aspects of human well-being. They do not
necessarily reject the role of reason in human development. They, however,
recognize the limitations of reason and wish to complement it by revelation.
They do not also reject the need for individual freedom or the role that the
serving of self-interest can play in human development They, however,
emphasize that both freedom and the pursuit of self-interest need to be toned
down by moral values and good governance to ensure that everyone’s well-
being is realized and that social harmony and family integrity are not hurt in
the process of everyone serving his/her self-interest.

There is no doubt that, in spite of its secular and materialist worldview,
the market system led to a long period of prosperity in the Western market-
oriented economies. Inequalities of income and wealth have also continued to
persist and there has also been a substantial degree of economic instability and
unemployment which have added to the miseries of the poor. This indicates
that both efficiency and equity have remained elusive in spite of rapid
development and phenomenal rise in wealth.

Islamic Economics and Conventional Economics

While conventional economics is now in the process of returning to its pre-
enlightenment roots, Islamic economics never got entangled in a secular and
materialist worldview. It is based on a religious worldview which strikes at the
roots of secularism and value neutrality. To ensure the true well-being of all
individuals, irrespective of their sex, age, race, religion or wealth, Islamic
economics does not seek to abolish private property, as was done by
communism, nor does it prevent individuals from serving their self-interest. It
recognizes the role of the market in the efficient allocation of resources, but
does not find competition to be sufficient to safeguard social interest. It tries
to promote human brotherhood, socio-economic justice and the well-being of
all through an integrated role of moral values, market mechanism, families,
society, and ‘good governance. This is because of the great emphasis in Islam
on human brotherhood and socio-economic justice.

1.5. Islamic Economics, Finance, Banking and Wellbeing

While economic revolution emerged the national, regional and international
financial system witnessed within the same era the birth of the Islamic
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Economics and Finance which based its concept on the shariah teachings and
its objectives (Magased)®. Islamic Economics has been developing and widely
spreading from national and regional circles to global perspective, registering
sustained annual growth with about 15-20 percent in its assets. The recent
economic and financial crisis and their monitored sources and reasons
motivated the convincement of many of the international financial system
about the feasible refuge to Islamic banking and finance which seems to be
more qualified to prevent crisis than the traditional banking and finance
sector!’.

In light of lessons of frequent crisis which had their drastic impact
on banks including Islamic Banks, central banks should be very careful within
their strategic direction to run a system through which early warning system
with related required indicators should be built efficiently, better crisis and
risks management, and established measures to deal with crisis'

Islam is a social, economic and political guide for individuals and
communities.
The spiritual and secular lives in Islam are closely interrelated.

From an Islamic viewpoint, happiness is not restricted to material
prosperity, though material reasons makeup some elements of happiness is on
non-material concerns. Happiness depends totally on the degree of happiness.
The material aspect is merely a means, but not an end in itself. The main focus
is attaining growth and development attained by the soul.

In the volume published by Emerald publishing group which we edited
and contributed a research paper on the strategic role of central banks towards
Islamic finance role, we highlighted the conceptual basis governing the
leading role of central banks as well as the practical basis resulted from our
academic research and practical experience.”

Islamic Finance —Sustainability and Wellbeing Contribution
Dr. Zeti Akhtar Aziz, Governor, Central Bank of Malaysia, with her

deep experience in Islamic Banking and Finance illustrated effectively and

16 Shariaah Magqased is mainly five; many Islamic thinkers including added the sixth masked
which is freedom.

17 Beseiso, F, (2013)A keynote Speaker in the International Conference On Islamic Finance
Organized by Emerald Publishers Group International and Abu Dhabi University Knowledge
Group in Abu Dhabi on 14-16 April. Prof. Beseiso, F (2013) Presentation was On "The Role
of Central Banks in Shaping the Future of Global Islamic Banking ".

18 Beseiso, F,(2010) Manual On The Management of Economic Financial and Banking
Crisis(The Conceptual and Practical Basis) Published by Arab Banks Union , 2010 (Arabic)

1 Beseiso, F (2012) Op.cit.
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with accurate analytical evaluation the role played by Islamic finance in
chieving stability. sustainable economic growth for the regional and
international economy. This is proved through the basic principles and
preventive measures aginst crise as well as other available financial
instruments governed by the main financial intermediation role in its
relation to the economic productive activities and thus leading to
sustainability and stability which ends with sustained human wellbeing.

In the following illustrations as derived from Dr. Zeity evaluative
speech®.

On the searched solution for a financial system that will best serve the
real economy, sound and resilient and that is less vulnerable to financial crisis

Dr.Zeiti said;

"The global crisis has in fact demonstrated the pivotal role of an efficient
functioning financial system towards achieving such a self-sustaining
economic recovery. This has prompted an intensive collaborative effort by the
international community to undertake wide ranging and far reaching
financial reforms. This commitment is for a solution that will evolve a
financial system that will best serve the real economy, a financial system that
is sound and resilient and that is less vulnerable to financial crisis" .

Islamic finance, as a rapidly growing form of financial intermediation,
has demonstrated its resilience during the global financial crisis and has every
potential to advance the growth and development agenda.

"As a form of financial intermediation, Islamic finance incorporates several
elements that guide the process of the mobilization and allocation of funds

to generate productive economic activity and inclusive development.”
Fundamental to Islamic finance is the requirement that financial
transactions be accompanied by an underlying productive economic activity
that will generate legitimate income and wealth. There is therefore, a close

link between financial transactions and productive flows. Thus, the growth

in Islamic financial assets is generally accompanied with growth of
underlying activities that have economic value™".

2 Speech of H.E. Dr. ZETI, Akhtar Aziz, Governor, Central Bank of Malaysia, Islamic
Finance: An Agenda for Balanced Growth and Development, at the IDB Group Luncheon
at the IMF-World Bank Annual Meetings, in honor of the IDB Governors and other
dignitaries. Washington, 10 October 2010.
http://www.isdb.org/irj/portal/anonymous?NavigationTarget=navurl://a60b98a8e4f1ebf3dc9
£d8650aa4617f

2 Ibid.

2 Tbid.
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The resilience of Islamic finance is a main contributor to its
sustainability. The global financial crisis, unprecedented in modern history
has brought to the forefront the main issues concerning soundness and
stability of financial system. It is recognized that financial stability is critical
to ensure the sustainability of the intermediation function.

On the international aspects and risk management Dr. Zeti illustrated
the development of Islamic Finance as becoming an important channel for
fostering international financial linkages and in so doing is contributing to
more balanced growth and development. "The internationalization of
Islamic finance has therefore not only allowed for further diversification of
risks, it has also contributed to more efficient allocation of funds across
borders from centers with surplus funds to regions with investment
opportunities®".

The importance of Islamic finance in strengthening financial linkages
and rapid pouring into the international financial markets is evident in
particular with the emergence of sukuk (Islamic bonds) instruments to
prominence as an attractive new asset class for investors and a competitive
form of financing for businesses. "The global sukuk market currently stands
with an average growth rate of about 40 percent annually. Having now
become the most vibrant segment in Islamic finance, the sukuk market has
evolved into a truly international market, generating significant cross-border

flows as funds are being raised from beyond domestic financial markets"*.

"As we pursue with stronger vigor the agenda of balanced growth and
development, we have the potential to leverage on the increased role of
Islamic finance in contributing to the global growth and global financial
stability agenda. In addition, it can also be leveraged upon to foster greater
financial flows across borders to contribute towards our agenda of enhancing
a mutually reinforcing growth and the development agenda to achieve global
aspiration of a self-sustaining, balanced and long lasting economic progress
and development"®.

Part 2: The Role for Central Banks in Approaching Human Wellbeing - A
case Study

2.1. Conceptual Introduction

Our main Objective for this case study is defined to explore the opportunity
for a new role to be played by central banks in approaching Happiness
Economics (Human wellbeing) and consequently laid the groundwork upon

Z Ibid.
2 Ibid.
5 Ibid.
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which to propel our aspirations towards effective responding role about
happiness economics. We should keep in our minds, while designing the new
architecture and required infrastructure for the new central banking mission,
the vital role played by Islamic Banking and Finance nationally, regionally and
internationally as well as the unavoided contributing role of Ethical
considerations in the reallocation of financial resources to more socially
responsible areas and contributing to greater social well-being™.

Islamic banking and Finance continues to grow strongly

During the past three decades, considerable progress has been made in almost
all significant aspects of a comprehensive Islamic Financial Services
Institutions (IFSI). The various segments of the industry and the related
intellectual capital, institutions and policy initiatives have developed rapidly
and attained a degree of maturity and international recognition.

The Islamic banking sector is reported by Ernst & Young to have grown
at an annual rate of 16% in the period 2008-2012, reaching assets of USD1.7
trillion by the year 2013.51 Estimates of the asset size and growth rate vary
significantly (another report, for example, estimates banking assets to be
USD950 billion52), but the consistent findings are that the sector is rapidly
increasing in size, with assets near or above USD1 trillion. The sustained
growth of the sector throughout the financial crisis is seen as a sign of
resilience and of ongoing relevance to customers worldwide. Islamic banking
remains the core of the Islamic financial services industry It is estimated that
73% of total Islamic finance assets worldwide are banking assets. Nearly three-
quarters of the industry’s assets, therefore, are in the banking sector”.

The opening session of the IFSB Summit culminated in the launch of
the flagship Islamic Financial Services Industry (IFSI) Stability Report 2015,
which is published by the IFSB. The Secretary-General of the IFSB, Mr
Jaseem Ahmed, summarized the key findings of the Report®™: Despite the
global economic slowdown, growth has been robust across Islamic financial
sectors, with the banking sector growth rate at about 17% per annum during
the post-crisis period, 2007-14. The growth rate of Sukak issuances was even
higher during this period, at about 19% per annum.

% Jslamic Financial Services Industry Development, Ten-Year Framework And Strategies
(2007), A joint initiative of the Islamic Research & Training Institute , Islamic Development
Bank and Islamic Financial Services Board, http://www.ifsb.org/docs/10_yr_framework.pdf

7 Ibid.

Bslamic Financial Services Board, Islamic Financial Services Industry (IFSI) Stability Report
2015,12th IFSB Summit 2015 Core Principles for Islamic Finance: Integrating with the Global
Regulatory Framework Kazakhstan, 20-21 May 2015 Proceedings
http://www.ifsb.org/docs/IFSB%2012th%20Summit%20Proceedings%20(final).pdf
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In Malaysia, the Islamic banking industry has achieved a market share
of 26% of the total banking sector; Sukik constitute more than half of bonds
outstanding (both government and private Sukuk); the Takaful sector has a
13% market share of the total insurance sector; and the Islamic fund industry
has an 18% market share?.

We have been living in the recent years witnessing a central Banking
role remain functioning within a traditional mission in conformity with the
traditional concepts of Economic, Money and banking sciences and the
traditional authority in organizing, supervising banking and financial sector
and formulating the implemented monetary policies which constitute the
cornerstone of its role as directed to achieve economic and monetary stability.

This is the conventional role of central banking being played while at
the same time a documented revolution of the economic sciences have been
emerging during the last quarter of last twentieth Century as mentioned
before, that is known as the economics of happiness which integrated the
economic science tools with psychology science tools in order to approach
human happiness and wellbeing™ .

n

n 2015, eight years on since the eruption of the crisis, the central
banking community still faces many difficulties and challenges as it surveys
possible exit strategies from their current policy stances and grapples with the
possible medium-term impacts™.

Newly emerging thought about the need for a new role for central banks
and monetary policy in light of the last world economic and financial crisis
and related studies. In light of the crisis and the subsequent policy responses,
important questions have arisen as to the proper roles, duties, and obligations
of central banks in the years ahead. The central banking thought began to
question a new role to be delineated which empower central banks to play
more active role in achieving sustained development with the environment
pillar, as well as the sustained wellbeing instead of just sustained economic
growth and began to be caring about medium and long-term monetary policy
impacts.

"Climate change and other environmental challenges are moving up
policy agendas worldwide. Nonetheless, the potential implications of

» IFSB (2015), Proceedings of 12th IFSB Summit 2015 Core Principles for Islamic Finance:
Integrating with the Global Regulatory Framework, Kazakhstan, 20-21 May 2015.

%0 Bruno, S. Frey (2008), Op.cit

31 Fundamentals Of Central Banking (2015), Lessons from the Crisis, Published by Group of
Thirty Washington, D.C. October 2015.
http://www.williamwhite.ca/sites/default/files/CentralBanking.pdf
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environmental risks and scarcities for central banking as well as the linkages
between financial regulation, monetary policy and environmental
sustainability remain largely unexplored. Against this background, the
Council on Economic Policies (CEP) and the Bank of England (BoE) are
organizing a workshop on Central Banking, Climate Change and
Environmental Sustainability, on November 14-15, 2016 at the Bank of
England in London, UK. The event will bring together researchers from
academia, central banks, and other nonacademic research of a larger CEP
program on monetary policy and sustainability'™.

Sukuk issuance has caught the imagination of the world, with the G20
and multilateral bodies exploring the efficacy of Sukuk as a suitable instrument
to finance especially infrastructure in Muslim member countries®.

It should be noted that despite the rapid growth of Islamic finance and
the available opportunities for its sustained flourishing, Islamic finance is still
a nascent industry in most countries and has not yet achieved a critical mass
or the strategic focus needed for an effective recognition of its unique
operational features in the national policy-making process. Therefore, Islamic
international infrastructure institutions can and should play a key catalytic role
in promoting the industry at the national level*.

Reforming the Financial Sector

The current structure and practices of the banking and financial sector are
impacting human wellbeing in a painful and noticeable suffering. Reference
could be highlighted to illegal and inhuman exercises which should attract
central banks utmost care to address these practices. It should be mentioned
also that such practices exercised by the financial and banking institution were
to a large extent responsible for the emerging regular crisis, particularly the
last one of 2008 which reflected the practices of the newly designed financial
engineering tools called derivatives and the financing practice directed to the
real estate sector.

Reforming the financial system is a strategy required in light of
inequality and ineffective traditional practices towards the business
community and the deep weakness of moral aspects of financing policies as
could be seen in the practices towards the poverty and the poor as towards

SMEs.

32 http://www.cepweb.org/wp-content/uploads/ CEP-BoE-Call-for-Papers-2016.pdf

33 JFSB (2015), Proceedings of 12th IFSB Summit 2015 Core Principles for Islamic Finance:
Integrating with the Global Regulatory Framework, Kazakhstan, 20-21 May 2015.

34 Islamic Financial Services Industry Development, Ten-Year Framework And  Strategies

(2007)
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There are many practical examples on the banks illegal, unconstructive
policies and Practices; the inequitable allocation of financing in the
conventional banking system is now widely recognized. Lender wishes to get
a return without sharing in the risks of business, it would be irrational for him'
'to lend as much to the impecunious as to the richer members of society or to
lend the same amounts on the same terms to each. The established practice of
banks is hence to lend mainly to those individuals and firms who have the
necessary collateral to offer®.

Therefore reforming the financial system should constitute one of the
key objected socio-economic reforms in light of the revolution of economic
sciences.

The adoption of the Islamic financial system could be more conducive
to the needed reform. The restructuring should be comprehensive enough to
enable the financial institutions to make their full contribution towards the
removal of imbalances, and towards the equitable as well as efficient
intermediation of financial resources. Since the resources of financial
institutions come from deposits placed by a wide cross-section of the
population, it is only rational to regard them as a national resource in the same
way as water supply coming out of a public reservoir. They must be utilized
for the well-being of all sectors of the population and not for the further
enrichment of the wealthy and the powerful.

In light of the preceding analysis pertaining to the socio-economic and
political systems prevailing in the Islamic countries and their impacts on the
wellbeing of the human moslem societies , it has been very clear that in order
to shift the current state of affairs and the direction from miseries including
poverty and corruption, socio-economic and political system which is based
on Magqasid al shariah should be  accompanied by moral reform,
transformation of life-styles and structural changes in the economy including
islamic banking and finance sector.

"While catering to such specific needs of society, Shari’ah-compliant
financial services could appeal to other segments of the population so long as
the quality of these services is at least comparable with other alternatives.
Being an option among many others, the Islamic financial services industry
(IFSI) could therefore enhance competition in the financial sector. In a
nutshell, the services provided by the IFSI are compatible with the principle
of “social inclusiveness”, which is a basic requirement for ensuring just and
equitable social progress. Furthermore, such an inclusive financial sector

% From the direct experience of the author as Governor of Central Bank and Controller of
Banks in Palestine.
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development strategy with good service quality can be expected to successtully

replace informal markets with formal and regulated ones™.

International plans, policies and programs for reforming the
International financial and monetary system are designed in light of the
conventional traditional financial and monetary sector role. This could be
illustrated from the G20 reforming program directing to present the structural
problems as reflected by the international last crisis.

"New Global Regulatory Reforms — G20 Agenda and Basel III The crisis has
nevertheless led to an overhaul of the global financial regulatory system led by
the G20 Agenda, which mandated the Financial Stability Board (FSB),
standard-setting bodies and the IMF with the task of restoring global financial
stability. The Agenda covers all the sectors of the financial services industry,
and focuses equally on enhancing the supervisory and enforcement elements
of regulation and on strengthening rules and standards. The core goals of these
developments include strong micro prudential regulation that is globally
coordinated; effective supervision; a robust cross-border resolution
framework; and a larger regulatory perimeter that includes, for instance,
addressing shadow banking issues, and strengthening accounting standards,

data gaps and credit ratings"’.

While considering this agenda to be conducive in light of the crisis
lessons and required reforms, however we can judge that this direction is not
centered around the priorities arising from the proposed mission for a new
role for the banking and finance sector towards the human wellbeing as
defined in our preceding analysis.

2.2 Central Banking Role in Approaching Wellbeing.
Financial Sector Social Role

"The critical and persistent issues of poverty reduction and improvements are
important aspects of human welfare such as health and education, reducing
child mortality, youth insecurity and restlessness, and so on, face every society
today whether at the local, national, regional or international level. The
financial intermediation system must play a vital role in alleviating these
perennial human development problems and in achieving economic

% Islamic Financial Services Industry Development, Ten-Year Framework and Strategies

(2007), Op.cit.
STFSB(2015),0pcit.
http://www.ifsb.org/docs/IFSB%2012th%20Summit%20Proceedings%20(final).pdf
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development by efficiently channeling financial resources towards productive

opportunities, hence enhancing production, investment and trade activities™’.

"Historical evidence shows that the efficiency of financial markets and
institutions and financial depth and diversity can affect economic growth
positively, and that development and competitiveness of the financial system
are closely linked to economic growth. At the same time, international
evidence shows that financial instability can harm economic growth and create
unemployment and social insecurity. Therefore, the development of efficient
and sound financial institutions and markets, with a policy and institutional
framework aimed at fostering stability, remains a basic prerequisite for
resource mobilization and allocation to achieve and sustain the objectives of
development policies™.

In light of the conceptual and practical basis for enabling efficient and
effective role of Central Banks, as regulatory body in shaping the future of
Islamic Financial System towards achieving human wellbeing, key legal,
institutional and managerial strategic determinants for this role should be
defined aiming at achieving stability, sustained socio- economic and political
human growth and the effectiveness of the financial Sector, mainly with
relation to their social aspects *.

2.3 Development of Financial Markets and Ethics

This is an area of priority for the financial industry including mainly Islamic
Banking and Finance. In this regard, the development of a comprehensive
system including the various components of the financial markets would meet
the requirements of the various differentiated groups. The challenge in the
banking industry is, therefore, to steer the development of a financial system
towards one which is more dynamic and responsive*.

38 Islamic Financial Services Industry Development, Ten-Year Framework and Strategies
(2007), Op.cit.

9 Ibid.

% The Speaker attended The Bank of France (Central Bank) Celebration memorizing his
inception before 100 Years (Paris, May 1999).A seminar was following the inaugural
celebration and presided over by the Prime Minister and attended by many governors of central
banks from many countries of the world . The seminar concluded that Independence of Central
Banks should be guaranteed in order to design freely monetary policies as authorized by the
country's population. In this case economic, social and also political stability could be achieved.

“This section draws extensively on the author performed volume as editor on "The Developing
Role of Islamic Banking and Finance: From Local to Global Perspectives. Contemporary
Studies in Economics and Financial Analysis — Volume 95 (U.K and U.S.A, Emerald Group
Publishing Limited, 2010).
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The development of a financial system should include the key
components comprising the money market and the Islamic equity and debt
capital market, given the strong linkages, inter-dependence and synergies
among these components in the system. Of importance is the Islamic money
market to act as a platform to provide a ready source of short-term funding
and investment. Financial instruments and interbank investment will allow
surplus banks to channel funds to the deficit banks, thereby maintaining the
funding mechanism necessary to promote stability in the system. The Islamic
money market will also facilitate the conduct of monetary policy.

The Islamic financial system also needs to include the capital market to
provide an alternative source of financing, as well as to create broader and
more diverse Islamic financial instruments for investors. The equity and bond
markets will provide a more balanced allocation of financial and economic
resources.

This would result in a more efficient distribution of risks within the
system, thus creating stability in the system. The equity and bond markets
would also provide an avenue for raising long-term capital. With a wider
spectrum of instruments in the market, fund managers would be able to
manage their portfolios better and spread their risk according to their desired
risk tolerance, thereby contributing toward greater stability.

Complementing these financial markets is the development of non-
bank Islamic financial institutions. Takaful, or Islamic insurance, provides the
risk protection to its policyholders and serves as an important mobiliser of
long-term funds. In addition, development financial institutions, savings
institutions and housing credit institutions need to be developed to meet the
diversified customer demands. These specialized institutions will meet the
different requirements of the economy™.

2.4 Banking sector and Technology

Creating synergy between I'T and operations to ensure sustainability will be a
key driver in the future success of the financial services sector and wellbeing.
The benefits of technology such as scale, speed and low error rate are also
reflecting in the performance, productivity and profitability of banks, which
have improved tremendously in the past decade. These mentioned benefits of
technology would be reflected positively on human wellbeing. Regulatory

“ Tbid.
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initiatives and organizing measures from the Central Bank as illustrated in the
Indian case have also played a large role in the banking sector as follows®:

v" To enable the finalization of a framework for the delivery of basic financial
services using mobile phones, the Cabinet Secretariat constituted an inter-
ministerial group (IMG) in 2009

v" Banking Technology Excellence Awards were instituted in the year 2001
with a primary objective of encouraging and recognizing the excellence in
implementation of Technology for better customer service, operational
efficiency and expansion of banking services to the hitherto uncovered sections

of Society.

v Financial inclusion, in recent years, has emerged as a major policy initiative.
The Reserve Bank of India has significantly scaled up its efforts aimed at
increasing the level of penetration of bank financing in the economy.

v" The government has set up two funds — the Financial Inclusion Fund to
meet the costs of developmental and promotional interventions toward
financial inclusion, and the Financial Inclusion Technology Fund to meet the
costs of technology adoption.

Sustained Development and Environment

One of the main cornerstones of effective socio-economic, political and
cultural system including the financial system is its commitment to achieve
sustained human wellbeing, with environment basic project 'component. .
Environment pillar includes; Poverty alleviation, social integration,
Sustainable Management of Natural resources, Foods and water security,
Land degradation and desertification. The financial sector whether on
national or regional basis is considered one of the determinant factors playing
avital role in the success of approaching human development and wellbeing

# Beseiso,F.(2012) Strategic Planning for Banking Technology -The Conceptual and Practical
Basis, Presentation for the banking sector senior staff, Tehran Electronic Banking Event,
Tehran-Iran,18-19November, 2012

4 Beseiso, F. (2008) Two Researches On the Economics of Environment and Sustained

Deployment, Published in the Book on "Environmental Management, Sustainable
Development and Human Health", Edited by E.N. Laboy-Nieves, F.C. Schaftner, A.
Abdelhadi & MFA  Goosen, November 2008, CRCPress,Taylor &Francis
Group,London,Newyork,Leiden.

- Conceptual Framework of Environmental Economics and Management- Governance and
Pragmatic Approach for Integrating Sustained ~ Environment into  Human Development-

Regional Case (UN- ESCWA).
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2.1 Reforming Central Banking Mission and Restructuring

Strategic Planning for a leading role of Central Banks
Efiective regulatory and supervisory framework

The hallmark of a well-developed financial infrastructure is an effective legal,
regulatory and supervisory framework which would underpin the stability and
sustained growth of the financial system enabling it to reach objected
happiness. The regulatory and supervisory function is an indispensable and
vital component of the financial infrastructure. For the Islamic financial
system, this framework also needs to be consistent with the requirements of
the Shariah principles, including the establishment of a Shariah council, which
provide assurance that the strategic direction, the formulation of policies and
the conduct of financial transactions are in compliance with the Shariah
principles.Shariah makased include basic human needs to be attained by
happiness economics and wellbeing.

Many challenges remain facing the Islamic finance sector which should
attract the continued strong will of central banks. A review of supervisory and
risk management arrangements and the infrastructure support for Islamic
finance reveals significant gaps and weaknesses. These are in the early stages
of being addressed by some national authorities, and by the Islamic
international infrastructure institutions, most of which were established only
recently (with the exception of AAOIFI, which was established in 1991 to
develop accounting and auditing standards for Islamic banks). AAOIFI has
made a major contribution to establishing key accounting, auditing and
reporting standards, and to supporting Shari’ah contract and governance
standards, but much remains to be done to support rapid innovations in the

industry.
The IFSB has begun to address a range of prudential supervision and

financial stability issues in Islamic finance effectively, although significant
challenges remain to be addressed regarding the cross-sectoral features of the
industry. However, significant gaps remain in addressing the weaknesses in
key financial infrastructure components that are needed for sound market
development and product innovation in the sector. These infrastructure
weaknesses also impede effective risk management and reduce the
effectiveness of supervision®.

Central Banks could be playing their objected role through adapting
all monetary policy tools, including discount rate, interest rates, reserve
requirements and credit policies, as well as central bank capacity as the main

# Islamic Financial Services Industry Development, Ten-Year Framework and Strategies

(2007), Op.cit.

46 International Journal of Islamic Economics and Finance Studies



JISEF

adviser for the government to the response in a conducive manner to the
requirements and determinants of happiness economics and wellbeing as
defined. This mission relates to the products and polices and outputs of the
Socio-economic, cultural and political system objecting to approach human
wellbeing.

This direction requires supervising and organizing the financial role of
the financial sector towards a new leader of socio-economic, cultural projects'
priorities conforming to human development projects and building the stones
for the strong base required for the take off towards sustained development
and wellbeing. This means a strong role to be emerging to support and
encourage the green development projects including agriculture, food and
water security, rural development directed to reach the poor and achieving
equity among people and narrowing the Gap between the wealthy and the
poor, support social projects related to Human capital and Knowledge
economy (education, higher education, training, health projects ,cultural and
social projects such as elderly services and needy students in schools and
universities while supporting the role of universities in the community
development activities.

Particular emphasis should be directed to restructuring and
reorganizing credit policies which have been responsible as a main
contribution to recent continued financial crisis including the last
international economic and financial crisis of 2008.

Central Banks provide the opportunity for a major improvement in the
management and effectiveness of Islamic Banks. It provides the impetus for
agencies to clarify their missions and objectives, measure their performance
better and improve their efficiency and effectiveness. It must, however, avoid
the risk of becoming, like some previous efforts to improve government
management, largely a paper exercise which produces many numbers and
reports but few real results.

As central banks throughout the world respond to the new proposed
role pertaining to human wellbeing requirements as illustrated in the
preceding analysis a new pressures on them are imposed in order to
restructuring their activities and re-defining their roles, and as they come
under the glare of public scrutiny, in so they naturally pay more attention to
their performance. Standards are established, performance evaluation
measures defined, and management styles changed. Efficiency and
accountability have to be demonstrated to a skeptical public.

Governing boards, ministers and the media have to be assured that
official organizations are using resources in cost-effective ways.
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Satisfying these multiple objectives requires staft development, training
and performance management of a. high order®. All of this means that an
effective strategic management function is at the heart of an efficient modern
central bank or agency.

Required world Financial Stability

The Financial Stability Forum was created in the aftermath of the 1997-8
financial crisis in order to promote international financial stability, improve
the functioning of financial markets and reduce the tendency for financial
shocks to propagate from country to country and to enhance the institutional
framework to support global financial stability.

It is now apparent that the reforms that it has proposed, although
important, have not been sufficient to avoid major global financial instability.
If it is to become the main instrument for the formulation of reforms of the
global financial system it must take into consideration the importance of
financial stability for the development of the real economy.

Conclusion

We conclude by saying that while a revolution emerged in the economic
sciences field which is more effective and efficient, if accurately followed, in
approaching human wellbeing, Central banking and the financial sector
remained within its traditional role and functions aiming at economic and
monetary stability. Only Islamic Banking and Finance and within the Islamic
Economics from conceptual and pragmatic basis could be considered a
welcomed development which might be building a corner stone for enabling
a new role for banking and finance sector for approaching happiness
economics from national to global perspective.

Pouring the economic revolution about happiness into the vital banking
and financial sector gathering the central banks as the leader for this sector
and all players within this sector including banks and financial non-banking
institutions (as takaful and financial markets) is a required process as well as a
necessity for human wellbeing.

Financing is a powerful political, social and economic weapon in the
modem world. It plays a prominent role not only in the allocation and
distribution of scarce resources but also in the stability and growth of an
economy. It also determines the power base, social status and economic
condition of an individual in the economy. Hence, no socio-economic and
political reform can be meaningful unless the financial system is also

“ http://www.bis.org/review/r050225f.pdf

48 International Journal of Islamic Economics and Finance Studies



JISEF

restructured in conformity with the socio-economic and political goals of the
society.

Both continued periodical economic, banking and financial crisis which
all being affected and resulted mainly from the financial sector with its
maintained traditional role which are still subject to this sector inhuman
practices for human beings, thus restructuring and reforming this sector
nationally, regionally and internally should be approached with central banks
leading the whole new scenario.

Central banks should be aiming at his new mission subjecting the
people to the concept of subjective happiness instead of just accumulating
income and wealth while neglecting many human happiness bases including
morality, religious, ethical, social aspects of humanity .Subjective happiness as
identified concept should be the main objective for the financial sector and the
central banks.

A newly created regulatory environment and mission will place the
financial system on the human track. Building the required instructive
technological environment can lead to new and favorably better financial
services. Sharidh corporate governance for banks and financial non-banking
institutions should be reached as defined to be the way in which a corporation
is directed, managed and controlled through the application of Sharidh law or
in a manner that is consistent with Shariah law.

"In the modern world application of conventional corporate governance
principles to Islamic Financial Institutions, not all of the conventional
practices are rejected; but rather, an additional layer of corporate governance
principles derived from Sharidh law is added to the existing layer of it".

To live this conceptual opportunity for redesigning financial sector,
including mainly Islamic Banking towards human wellbeing , both policy
makers within the proposed socio-economic and political system led by central
banks and financial institutions need to play their part effectively and with a
strong will. They need to ensure that the financial system is fit for the defined
purpose and able to finance the newly emerging services.
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ABSTRACT

Previous studies on Zakah administration have addressed the issue of
distribution of Zakah funds to reduce the sufferings of the poor. The
purpose of this work, however, is to argue for a change from Zakih
distribution to capacity building approach so as to change the condition of
the poor and the needy from being Zakah recipients to Zakah payers. The
fact remains that Nigeria is a rich nation but its people are poor. Many
factors have been adduced to be the causes of poverty and perennial
insurgency in Nigeria. It is observed that Zakah is not administered as it
ought in Nigeria. The study proffered efficient Zakah institution as an
effective antidote to curb the menace of poverty and insecurity. The paper
argues through poverty alleviation model that if Zakah is properly managed
and disbursed judiciously, many destitute would be saved from the cloak of
unscrupulous politicians and half-baked scholars who use them to
destabilize the country. The study also believed that if Zakah authority
could be sending the poor to training centers to gain certain skills or
financing their children’s education; this would improve their living
condition. The study utilized historical and ideological framework, while

relying on secondary sources.
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1. Introduction

It is an undeniable fact that it is not possible for every person to possess enough
wealth that would cater for his basic needs and necessity of life. The Qur’an,
chapter 43 verse 32, confirms thus:

Will they distribute the mercy of your Lord? We distribute
among them their livelihood in the life of this world, and We
have exalted some of them above others in degrees, that some of
them may take others in subjection; and the mercy of your Lord
is better than what they amass.

In line with the conception of brotherhood in Islam, Muslims are strongly
encouraged to take care of the needy and the poor in the community. As a
result, the obligation to pay Zakah on wealth was received by Prophet
Muhammad. It was discovered that through the institution of Zakah, poverty
was eliminated completely during the reign of ‘Umar bin Al-Khattab and
‘Umar bin ‘Abdul-‘Aziz. This means that Islam shows concern into the well-
being of its citizens and proffers adequate and practical solutions to their
problems by institutionalizing Zakih to address the issue (Haykal, 1982: 7).
In other words, Islam devices different means to address the needs of the less
privileged in the society through Sadagah (voluntary charity), Wasiyyah
(bequest), Wagf (endowment), Mirath (inheritance) and Zakah (obligatory
charity).

Poverty, which is widespread all over the world, can be alleviated
through proper Zakah administration. Since this world and what it contains
are created by Allah, human beings, as vicegerents of Allah, are supposed to
manage world’s resources properly. Based on this concept, one needs to adhere
strictly to the Islamic requirements in every aspect of his life, be it religious,
political, social or economic, in order to maintain a good relationship with
God (Ali, 1986: 456). Zakah institution is an integral part of the Islamic
socio-economic system and it has been ordained on Muslims by Allah through

His Messenger Muhammad when the conditions stipulated are met.

Muslims are enjoined to pay Zakah on business revenues and assets,
gold and silver, and savings at the basic rate of 2.5% so that money collected
can be of help for the needy and the poor. Unlike conventional tax, Zakih is
viewed as a means of purification and not just an obligation. Moreover, Zakah

plays an important role not only in the economy, but also in the moral and
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social well-being of a society. Morally, Zakah promotes sharing of wealth and
eliminates greediness, and socially; it helps in reducing poverty within the
community. As a result, wealth is widely distributed to all sections of the
society and this undoubtedly, encourages healthier economic environment
(Ali, 1987: 11).

Islam has been the first to lay down general principles for the economic
welfare of the common people. It is significant when an economy experiences
a slow down or recession as a result of financial or economic crisis. The needy
and the poor as well as low income groups of the population are most affected
by economic recessions like that of global financial crisis which was originated
in the United States (US) in mid-2007. Zakah institution can therefore play
an important role in complementing the government’s effort at eradicating
poverty. The effectiveness of the Zakah institution in carrying out its duties
would depend on the expansion of new resources for Zakah, the collection of
Zakah from tangible and intangible properties, systematic Zakah
management, efficient Zakah distribution and the implementation of Islamic

teachings (Adeoye, 2005a: 70).

Nigeria as a nation faces a lot of societal and developmental problems
that hinder her growth and subjected majority of her citizens to low quality
lifestyle. The abject poverty many Muslims are subjected to in Nigeria and the
security challenges facing the country in general and Northern parts of the
country in particular have been linked to inefficient Zakah institution in the
country. It is amazing to know that Muslim community constitutes majority
of the Nigerian population, and the level of poverty and insecurity in Muslim

populated area are found to be higher than any other regions.

It should be made clear that it is not the aim of this paper to discuss in
details the extent of poverty in Nigeria or the government’s role to alleviate it.
The aim of the paper is to examine the role of Zakah in alleviating poverty
and curbing insurgency in Nigeria as the duo are some of the factors
responsible for Nigeria’s problem and underdevelopment. It would also discuss
what to be done to improve Zakah institution in Nigeria in terms of efficiency
and capacity building. The paper is planned as follows: An overview of Zakah
and its objectives are examined after the introduction, followed by explanation
of the Islamic approach to poverty eradication. This is followed by analysis of
Zakah as a tool for poverty alleviation. Zakah institution in Nigeria and its
role in alleviating poverty and combating insecurity through capacity building
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were later discussed. Recommendation and conclusion ended the paper. Let
us now look examine the Zakah as an institution and its objectives.

2. An Overview of Zakih and Its Objectives

Zakah is a form of worship which involves wealth. To lay emphasis on its
significance, the order to pay Zakah is associated with the order to perform
prayer (Sa/zh) and it is mentioned more than eighty times in the Glorious
Qur’an. When a Muslim’s earnings reach a prescribed amount called ‘nisib’in
excess of his needs, he is required to pay a portion to the poor and the needy.
Zakah is an infinitive of the verb “Zaka’, which literally connotes to grow and
to increase. When the word is used for a person, it means to improve or to
become a better human being. It could therefore be inferred from the above
that Zakah leads to blessing, growth, cleanliness, and betterment (Adeoye,
2005b: 1). The payers give Zakah as an act of worship, while the poor receive
it as a right, without any obligation towards the payers. It gives increase to the
poor in the sense that he gets something for his benefit and his mind is being
satisfied which is a psychological increase. In this way, Zakah purifies the
heart, mind and wealth of both the payers and the receivers (Hossain, 2012:
3). The Glorious Qur’an states that:

Take Sadagah (alms) from their wealth in order to purify them
and sanctify them with it, and invoke Allah for them. Verily!

Your invocations are a source of security for them, and Allah is

All-Hearer, All-Knower (Al-Qur’in 9: 103).
Commenting on the literary meaning of Zakah, al-Qaradawi (1999: 45)

observes that with respect to plants, it means to grow and with respect to other
things, it means to increase. Since plants grow only if there are dirty-free,
therefore, the word Zakah implies cleanliness and cleansing. Technically, the
word Zakah refers to the determined share of wealth prescribed by Almighty
Allah to be distributed to deserving people. Similarly, Zakah connotes the
annual obligatory amount to be given out from one’s wealth to the rightful
individuals. For the purpose of appropriate disbursement, Almighty Allah
mentions categorically the recipients of Zakah in the Glorious Qur’an that:

Alms are only for the Fugara’ (poor), and Al-Masikin (the
needy) and those employed to collect (the funds); and to attract
the hearts of those who have been inclined (towards Islam); and
to free the captives; and for those in debt; and for Allah’s Cause
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(that is, for Mujahidin — those fighting in Jihad), and for the
waytarer (a traveller who is cut off from everything); a duty
imposed by Allah. And Allah is All-Knower, All-Wise (Al-
Qur’an 9:60).

Zakah is the right of the poor in the wealth of the rich. Every rich Muslim is
bound to pay Zakah as per prescribed rate and is liable to punishment both

here and the hereafter. Almighty Allah says in the Glorious Qur’an: “..
there are those who bury gold and silver and spend it not in the way of Allah;

.and

announce unto them a most grievous punishment” (Al-Qur’an 9: 34). Prophet
Muhammad said: “He who possess camels or cattle or goats and does not pay
what is due on his wealth (Zakah), on the Day of Judgment the animals which
he possessed will become larger than the size they were on earth and trample
on him and gore him with their horns till the judgment of all humanity is
completed”. The first Caliph of Islam, Abubakr declared war on those
Muslims who refused to pay Zakah which indicates that the State has power
to make laws with provisions to imprison, penalize and confiscate the
properties of the defaulters. This clearly indicates that the Islamic State can
force the rich Muslims to pay Zakah as the Prophet appointed officials to
collect Zakah from the rich for the rehabilitation of the poor and the needy in
the society (Alanamu. 2007: 12).

Moreover, Allah made Zakah compulsory for those who have the
means to pay it in order to achieve certain aims and objectives in the society.
The first is that payment of Zakah is an expression of caring for the welfare of
the less privileged people of the society. This implies that payment of Zakah
to the poor and the needy will contribute to the growth in the economy as
resources are channeled to members of society. This is in line with term
‘Zakah’ which also means growth. Second, it is the blessing of Allah for the
giver as well as for the receiver, as it improves the total economy of the nation.
Third, it establishes a society on a humanitarian ground. Fourth, it removes
the economic hardship for the poor and the needy and reduces the inequality
among different groups of people in the society. Fifth, it satisfies the
recipient’s needs and alleviates his financial as well mental sufferings. Thus, it
creates love and brotherhood between the rich and the poor, minimizes social
tensions and bridges the gap between the poor and the rich. In this way, Zakah
develops social and economic security of the community and brings its all

members closer together (Hossain, 2012: 3). Sixth, it purifies one wealth.
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In a nutshell, Zakah arouses kindness, sympathy, generosity and it
prevents individuals from the evils of the envy, rancor and stinginess.
Furthermore, the giver is purified from selfishness and greed, while the
recipient is cleansed from resentment and envy. Zakah aims at protecting the
former from stinginess which can stir up evil reaction from the less privileged
in the society. Islam wants the believers to love their neighbors as they love
themselves and the love would be incomplete if a neighbor has material wealth
that is more than the basic needs of his family but refuses to share it with his
neighbors.

Prophet Muhammad is reported to have said: ‘None of you is a true
believer until he loves for his brother what he loves for his own self (Related
by Bukhari and Muslim, Hassan, 2009: 262). As a result, Islam mandates the
rich to pay the annual dues as a way of parting with a portion of his wealth.
Similarly, it is expected of the poor to reciprocate by appreciating the rich. In
such a situation, mutual love and security would be established in the society
at large. In other words, the rich will feel safe and they would be able to
interact with the poor. Zakah also aims at preventing over concentration of
wealth in the hands of few while the larger population languishes in abject
poverty. If Zakah is properly institutionalized and the disbursement is
objectively carried out, there is tendency that the gap between the rich and the
poor will not continue to be widened. By parting away with a portion of one’s
wealth, the rich will be spiritually uplifted, sins will be forgiven, calamities will
be averted and the blessings of Allah will be showered on him (Wilson, 1997:
24).

2.1 A Brief History of Zakih

According to the Qur'an, Salah and Zakah (prayer and alms) were ordained
as compulsory from ancient times for the Ummah of all Prophets. After
mentioning about Prophet Ibrahim and other Prophets of his race, the Qur'an
says: “And We inspired them in doing of good deeds and right establishment
of Salah and giving of Zakah and they were worshippers of Us” (Al-Qur'an
21: 73). About Prophet Isma’1l, the Qur’an says: “He enjoined upon his people
Salah and Zakah and was acceptable in the sight of his Lord” (Al-Qur’an 19:
55). Moreover, Prophet Musa prayed for his people: “O Allah! Bestow upon
us the well-being of this world and also the well-being of the Hereafter”. Allah
replied by saying: “I shall smite with my punishment whom I will. Although
My mercy embraces all things, but I shall ordain it for those who will fear Me
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and give Zakah and those who will believe in Our revelations” (Al-Qur’an 7:
156).

After Prophet Mausa, the Children of Israel were repeatedly
admonished on this account. Almighty Allah said: “O Children of Israel' I am
with you, if you offer Salah and give Zakah and believe in My Messengers,
and support those Messengers who are to come, and lend unto Allah a nice
loan. Surely! I shall remit your sins” (Al-Qur’an 5: 12). The commandment of
Zakah was also given to Prophet Isa as found in the Qur'an: And had made
me blessed wherever I may be, and had enjoined upon me Salah and Zakah so
long as I remain alive” (Al-Qur’an 19: 31). This reveals that that Islam has
been established from the beginning as every Prophet of Allah was
admonished on these two obligatory duties of Salah and Zakah (Hossain,
2012: 6).

The obligation to pay Zakah was received by Prophet Muhammad in
Madinah during the month of Shawwal in the second year of Hijrah. Zakah
funds was collected and distributed under the watch of the Prophet by the
appointed Zakah workers (‘Amil). The workers were given a portion of the
Zakah funds as they would go to the potential payers, assess their Zakatable
items properly and collect the amount due to them. Most of these workers
were retained by the first Caliph, Ababakr (Usmani, 1999: 23).

During the period of the second Caliph, ‘Umar bin Al-Khattab, a new
method of Zakih collections was introduced known as Al-‘Ashir. ‘Umar set
several points on major highways, especially for those coming from other
countries. An appointed tax collector was put at each checkpoint and Zakah
was collected from the Muslim traders while the non-Muslims traders were
required to pay taxes on imports. ‘Umar also introduced the concept of Public
Treasury (Baytul-Mal) in order to manage the Zakah and Wagqf funds in 15
AH. ‘Umar also included some new sources of wealth such as horses, lentils,
chickpeas that had been exempted during the period of Prophet Muhammad
in the list of Zakatable items by applying Ijtihad. The Ijtihad was then
followed by other Caliphs and Islamic scholars (Usmani, 1999: 23).

During the reign of ‘Umar bin Al-Khattab and ‘Umar bin ‘Abdul-‘Aziz,
it was learnt that poverty was completely eliminated as it was hard to find an
eligible recipient of Zakah. During the period of ‘Umar, the second Caliph,
the Governor of Yemen, Mu‘adh bin Jabal sent one-third of the Zakah
collection in a particular year to ‘Umar bin Al-Khattab, ‘Umar rejected the
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fund and said: “I sent you to take from the rich and render it to the poor among
them”. Mu‘adh later claimed that he could not find anyone who deserved the
Zakah money. In the following year, Mu‘adh sent half of the Zakah collection
and similar conversation took place between them. In the third year, he sent
all the Zakah collection to ‘Umar and said: “This year, I did not find a single
person who needs from me anything of the Zakah (Usmani, 1999: 23).

A similar thing also happened during the reign of ‘Umar bin ‘Abdul-
‘Aziz when an Egyptian Governor sent him a letter asking on what to do with
the proceeds of Zakih as there was no deserving poor and needy was found in
Egypt. ‘Umar bin ‘Abdul-‘Aziz said: “Buy slaves and let them free, build rest
areas on highways, and help young men and women to get married” (Akmar,
2011: 13). This shows that Zakah is effective in eliminating poverty if properly

managed.
3. Islamic Approach to Poverty Eradication

We have examined Zakah as an institution and its objectives in the last
section. This section will discuss the Islamic approach to poverty eradication.
Poverty is a multi-dimensional economic phenomenon that has both political
and social ramifications. It exists throughout generations and societies
irrespective of cultural affiliation and geographical boundaries. Although the
nature of poverty may vary from community to community, culture to culture
and time to time, poverty persists in both rural and urban areas alike; and also
both developed and developing economies (Hassan, 2009: 262). Islamic

principles of poverty alleviation are based on the Islamic views of social justice

and the belief in Allah.

Moreover, poverty from Islamic perspective is seen as a state of lack or
insufficiency of basic necessities of life required for the continuous well-being
of human beings (Orebanjo, 2000: 13). Poverty implies a state where an
individual lacks the necessary resources needed to meet the needs, not only for
continued survival but also for a healthy and productive survival. The
implication of this is that Muslims must help in the up-keep of the indigent
through provision of essential needs and necessary capital to start-up or
develop business ventures. Zakah is therefore, made compulsory by Almighty
Allah as a measure for alleviating poverty and improving the living standard
of the poor and the needy. This obligation could only be realized if Zakah is
efficiently managed and channeled towards productive and sustainable

development of the society by those entrusted with its administration.
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It is interesting to note that poverty is a cankerworm which could affect
an individual, a family, a state, a nation, a continent or the entire globe.
Helping the poor by directly giving them money to buy their necessities, is
indeed only a short term solution as this would create a dependency on Zakah
receipts which would not help them in enhancing their standard of living. Its
success would, therefore, help to buffer the effects of recession of the economy
on the poor through capacity building and social transformation.

3.1 Islamic Strategies for Poverty Eradication

According to Kabir Hassan (2009: 263), the Islamic approach to poverty
eradication involves five distinct measures. Firstly, Islam emphasizes moderate
behavior that will produce necessary savings for both the individual, the overall
economy and will stress on the need for lawful (/Halal) earning. The Qur’an
says: “A person gets what he strives for” (Al-Quran 53: 39). “Earning a lawful
(Halal) living is obligatory after obligatory rituals” (Hadith). “Do not make
your hand tied to your neck, nor stretch it forth to its utmost reach, so that
you become blameworthy and destitute” (Al-Qur’an 17: 29). Secondly, Islamic
approach teaches equitable distribution of income among factors of
production such as profit sharing. Islam prohibits usury (Rib2) and emphasizes
the distribution of profits on the basic definition of ratio, rather than a

nominal fixed interest among the stakeholders.

Thirdly, Islam teaches that ownership of everything belongs to Allah.
However, human beings have the secondary ownership as trustees, for
utilizing resources per terms and conditions of the trust. Hassan (2007: 264)
submits that resources identified for public use such as natural resources
should be owned by State so that they are accessible to entire citizens. The
fourth one is the prohibition of malpractices that can lead to economic
disparity such as gambling, hoarding, cheating, and bribery. The Qur’an says:
“O you who believe! Squander not your wealth among yourselves wrongfully,
except it be a trade by mutual consent” (Al-Qur’an 4: 29). The fifth one is the
establishment of Zakah. Zakah is a unique and obligatory instrument for
poverty alleviation as wealth is transferred from well-off people to worse-off
people. Islam also encourages voluntary charity (Sadagah) and acts of
benevolence rather than mandatory one like Zakah. The Qur'an says: “And in
your wealth, are obligations beyond Zakah”. “In their wealth, there is a known
right for those who ask for it and for the deprived” (Al-Qur'an 70: 24-25).
Hossain (2012: 8) also sees Zakah as a powerful poverty alleviating instrument
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for Muslims. In the same vein, Mika’ilu (2000: 9) observes that there is need
for reform in the way and manner Zakah proceeds are being disbursed in
Nigeria as most Muslims are living in abject poverty. Shittu (2013: 27) also
calls for a viable Zakah foundation in Nigeria as this is seen as an efficient
antidote to poverty alleviation and perennial insurgency. In the Islamic
economic system, the state should be held responsible for maintaining a
favorable environment for legal business and economic activities. The next
segment will now analyze Zakah as a tool for poverty alleviation.

4. Zakah as a Tool for Poverty Alleviation

Poverty has become an economic, social and political issue all over the world,
particularly in the developing and third-world nations including many Muslim
countries. As a result, United Nations (UN) and World Bank are working to
eradicate poverty with all kinds of activities, programs, services and policy
developments. In the year 2000, the UN organized an event that gathers
leaders of the nations to sign the “Millennium Development Declaration”.
The world leaders pledged to work together to achieve the “Millennium
Development Goals” by the year 2015, where one of the objectives is to
significantly reduce the number of extreme poverty and hunger globally
(Nadzri et al, 2012: 62). Similarly, in 1999, International Monetary Fund
(IMF) and World Bank introduced the Poverty Reduction Strategy (PRS)
that outlined a comprehensive country-based strategy to significantly reduce

poverty (Nadzri et al, 2012: 62).

Poverty is measured in monetary terms, based on the income levels or
consumption per capital or per household. The World Bank in 2008 redefined
the International Poverty line based on the purchasing power parities at $1.25
a day instead of $1.00 a day. As a result, those who earned less than $1.25 a
day are said to be under absolute poverty. UN therefore defines poverty as

follows:

Poverty is a denial of choices, opportunities, and a violation of
human dignity. It means lack of basic capacity to participate
effectively in society. It means not having enough to feed and
clothe a family, not having a school or clinic to go to; not having
the land on which to grow one’s food or a job to earn one’s living,
not having access to credit. It means insecurity, powerlessness
and exclusion of individuals, households and communities. It

means susceptibility to violence, and it often implies living on
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marginal or fragile environments, without access to clean water

or sanitation (Nadzri et al, 2012: 62).

However, Islam sees poverty as a state whereby an individual fail to fulfill any
of the five basic human requirements of life which are religion, intellect or
knowledge, physical self, offspring and wealth (Hassan, 2010: 263). Nadzri et
al (2012: 63) opine that poverty is a social and ideological problem. As a social
problem, its effects are felt in the society. As an ideological problem, it affects
the performance of one’s socio-religious obligation towards the community
and Islam which may even lead to polytheism (Kufr). Prophet Muhammad
therefore supplicated to Almighty Allah against poverty as follows:

O Allah! I seek refuge with You from laziness and geriatric old
age from all kinds of sins and from being in debt; from the
affliction of the Fire and from the punishment of the Fire and
from the evil of the aftliction of wealth; and I seek refuge with
You from the affliction of poverty... (Nathan, et.al. 2004: 13).

According to Hossain (2012: 8), over 1.3 million people in developing
countries now live on $1.25 a day or less. Between 1990 and 2008 efforts to
reduce this number were highly successful and the number of people living in
poverty decreased by nearly half, from 48 to 26 percent. But according to the
latest United Nations reports, food prices are back on the rise, causing an
increase in global poverty for the first time nearly for two decades. Proper
Zakah implementation program (through capacity building) can reduce
poverty level at least in Muslim developing countries (Hossain, 2012: 8). For
instance, Islam establishes Zakah as a compulsory charity tool that can be used
on eight purposes as mentioned above. Among them, five are meant for
poverty eradication such as the poor, the needy, the debtors, the slaves (to free
them from captivity), and the travellers in need. Others are ‘those whose hearts
are made inclined’ (to Islam), and in the way of Allah. Zakah funds have to be
accorded to the alleviation of poverty through assistance to the poor and the
needy (Hassan and Khan 2007: 266).

On the Nisab of Zakah, some scholars are of the opinion that Zakah
should be imposed on four types of agricultural products, gold and silver, and
freely pastured camels, cows, and sheep. However, according to Hassan, such
items would only constitute a part of the wealth of rich people of modern
societies, as wealth and income have taken other forms. Another view of Nisab

considers that Zakah must be imposed on the wealth and income of the rich
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that exceeds the normal and family expenditures like business assets, financial
assets and rentable buildings (Gidado, 2003: 23). In other words, Zakah serves
as a tool for poverty alleviation because wealth is retained in circulation for the
benefit of the entire society (Shittu, 2013: 25). Wealthy members of the
society who possess more than their basic needs are enjoined to give out part
of their wealth to the poor and the needy. As a result, the poor and the needy
would be self-reliant in the near future and would also discourage a situation
whereby the rich get richer and the poor get poorer.

Moreover, as Zakah is not levied on the income but rather on the
savings and hoarded items, the Zakih payer would prefer to invest his wealth
and get it increased. This would prevent selfish individuals from raking in
multiple profits at the expense of other members of society through creation
of artificial scarcity by hoarding agricultural products and other related items.
On this, Shittu (2013: 26) submits that Zakah increases production and
stimulates supply due to the fact that it leads to redistribution of income that
enhances the demand by putting more real purchasing power in the hands of

the poor.

Zakah also serves as intervention and financial aid to those who may
not be poor, but may be in need of special financial intervention to bail them
out of a prevailing situation. This kind of intervention is applicable to
wayfarers and debtors. This will also minimize begging to the barest minimum
in our societies. We can see that major cities in Nigeria are flooded with
beggars and unfortunately majority of them are Muslims. If those whose
wealth have reached the minimum Nisib of Zakah duly paid their dues and
managed properly, many destitute who resulted to begging to have basic
necessities of life would be taken off the streets. The next to be looked into is
Zakah institution in Nigeria and its role in alleviating poverty and combating

insecurity through capacity building.

5. Zakah Institution in Nigeria and Its Role in Alleviating Poverty and
Combating Insecurity through Capacity Building

The history of Zakih in Nigeria began from the date Islam arrived the
country. The data on Zakah collection and distribution during this early
period could not be found. However, the information gathered revealed that
it was traditionally performed by giving the Zakah funds and goods to
religious scholars who would later distribute them in accordance with the need

of available beneficiaries. Presently, it seems that the impact of Zakah is not
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telt in our society due to non-availability of Zakah institution in Nigeria. As a
result, many Muslim youths remain vulnerable to abuse and manipulation by
selfish politicians and egocentric scholars. If not for few organizations that are
springing up in recent times to collect and disburse Zakah, the way and
manner by which Zakah is being paid, collected and disbursed need
restructuring in order for its impact to be felt in our society. In other words,
we need to examine or re-examine the manner by which Zakah is being paid,
collected and distributed in the country.

Shittu (2013: 26) believes that the general method by which Zakah is
paid and the attitude of many Muslims to it today may not be unconnected
with the way the Colonial Authorities dealt with Zakah and relegated it to the
background such that it was made to bear a resemblance to illegal levy imposed
by the Emirs and religious leaders. Shittu (2013: 26) states further that
following the increase in the general tax of 1907 and after several attempts to
do away with Zakah, the Colonial masters promulgated that payment of
Zakah were unlawful. The Colonial authorities consequently deposed some
district heads who were caught collecting Zakah in Sokoto. Although majority
of Muslim faithful realized that it was a commandment from Almighty Allah
to pay Zakah and continued to pay it secretly, the stand of British
administration however affected its payment, collection and popularity among
Muslims negatively. The reason is that anybody not willing to pay could report
Zakah collector to the British administration and the person could then be
charged to court for extortion. The fate of Zakah during the colonial period is
summarized as follows: The ordinary Muslims continue to take out Zakah
from their wealth, amounts or quantities that they think fit, when they think
fit and distribute it as they think fit (Shittu, 2013: 27).

Zakah administration during post-colonial era could not witness any
significant improvement as Muslims cannot be forced to pay Zakiah and
defaulters cannot be sanctioned. Although there is no law from successful
administration refraining Muslims to pay Zakah publicly unlike the colonial
days, its popularity that was badly affected during the colonial masters still
remains to today. Majority of those willing to pay do so at their own discretion
without consulting Islamic scholars. Therefore, those who care to pay Zakah
do so at will and distribute it the way they like it. A Zakah payer may prefer
distributing to many people and in the process he may end up giving out One

thousand naira (N1, 000) only which is about 5 USD to each recipient. In this
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case, the impact of Zakih is not felt in the society and the rationale behind
Zakah is to empower people and bail them out of poverty.

In order to restructure and strengthen Zakah institution in the country,
many Muslim organizations have taken up the challenge and are trying to
sensitize the community on the need to give Zakah the priority it deserves.

Despite abundance of wealth with which Nigeria is endowed with, the
level of poverty in the country is generally manifested in lack of social
amenities like drinkable water, electricity and accessible roads. The
government however does not fold arms at the pathetic conditions of Nigerian
citizens. They have therefore put many programs in place to alleviate poverty
among its citizens. In other words, both the military and civilian governments
in Nigeria have come up with many programs in their bid to alleviate poverty
among the people. Programs like Operation Feed the Nation of Obasanjo
regime in 1976 for the purpose of improving food production which is a
prerequisite to solving the problem of poverty. To serve the same purpose, it
was changed to Green Revolution during the regime of Alhaji Sheu Shagari
in 1983. We also have some programs adopted to stabilize the nation’s
economy like the Austerity Measure and the Structural Adjustment Program

(SAP).

General Ibrahim Babangida’s administration also designed some
programs in order to create more job opportunities for young school leavers.
The National Directorate of Employment (NDE) and the Directorate of
Food, Roads and Rural Infrastructure (DFRRI) were established. He later
established the Community Bank and Peoples Bank of Nigeria (PBN)
respectively in order to make loans available to farmers for investment into
agricultural productivity. The Better Life for Rural Women and the Family
Support Program (FSP) were also founded by the Babangida and General
Sanni Abacha regimes respectively to alleviate poverty especially among the
rural women. The Obasanjo government also came up with the Poverty
Alleviation Program (PAP) to create job opportunities and improve rural
electrification. The 7-point agenda of President Musa Yar'adua aimed at
improving the conditions of Nigerians could not see the light of the day after
his demise. President Goodluck Ebele Jonathan also came up with his
Transformation agenda. It is disheartening to know that the amount of money

allocated for these programs were not known to the general public.

There are also some non-governmental organizations (NGO’s) formed

for the purpose of alleviating poverty in Nigeria to complement government’s

efforts. These include the Life Above Poverty (LAPO) in Benin City, Halt
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United Self Help Organization (HUSHO) in Nsukka and the Women in
Cooperatives, Agriculture and Development (WICAD) in Ogbomoso.
Others are Total Health Organization (THO), the Grassroots Empowerment
Network (GEN), the Community Action for Popular Participation (CAPP),
the Transparency in Nigeria (TIN) and the Country Women Association
(COWAN), among others.

Surprisingly, none of the programs was able to bring the expected and
desired results. We observe that all the programs mentioned above for the
purpose of alleviating poverty do not allow alleviating spiritual poverty except
material one. On this Adebayo (2011: 39) quoiting Sulaiman observes as

follows:

All the poverty alleviation measures adopted in Nigeria were
superficial because they were incapable of achieving the purpose
of their establishment namely; alleviating poverty, while “the
meager resources were misused by some members of the elite

who implemented them (Adebayo, 2011.29).

The lodging of Adam and his wife, Hawa’ in the Garden explains that Allah
did not want them to live in penury and poverty. This means that human
needs have been put in place ever before the creation of Mankind. The Qur’an
20 verses 118 and 119 confirm thus: “There is therein (enough provision) for
you not to go hungry nor go naked, nor suffer neither from thirst nor from the
sun’s heat”. Allah therefore warned Adam and his wife not to succumb to
Shaytan temptation as he threatens with poverty. They eventually sinned
against Allah and found themselves in the wrath of Allah. They asked for
Allah’s forgiveness and they were forgiven. They were however left at the
mercy of working to earn their living and working for to be admitted into the
Garden again. Islam encourages Mankind to move from place to place in
search of viable and reasonable livelihood and that there is no room for unwise
decision to live in poverty or under persecution and oppression. The Qur’an

states:

When Angels take the souls of those who die in sin against their
souls, they say: “In what (plight) were you?” They reply: “Weak
and oppressed were we in the earth”. They say: “Was not the

earth of Allah spacious enough for you to move yourselves away

(from evil)?... (Al-Qur’n 20: 118-119).
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Islam teaches that Allah is the owner of everything in the world and that the
owner of any property in this world is only a trustee who holds the property
on behalf of the community. Islam, at the same time, enjoins man to struggle
to earn his living through lawful means and it forbids earning through sinful
means like extorting, gambling, robbery, and looting among others. It also
discourages begging as a means of livelihood (Adebayo, 2011.31).

The aim of the institution of Zakah in Islam is to alleviate if not
eradicate poverty, hunger, disease and ignorance by guaranteeing the provision
of basic necessities of life in one hand, and to some extent, solve the problem
of unemployment so that they too may eventually become independent
(Adebayo, 2011.32). Social welfare services are considered part of faith in
Islam. This explains the reason why Zakah is being mentioned always with
prayer (Salah) in numerous verses of the Qur’an. Social welfare services could
be seen as a trust which must be discharged by the rich to the poor, the needy
and the weak. The rich could earn torment of Allah in the Hereafter if they
fail to do it. The Qur’an confirms thus:

And spend (in charity) of that with which We have provided you
before death comes to one of you and he says: “My Lord! If only
You could give me respite for a little while, then I should give
Sadaqah (i.e Zakah) of my wealth, and be among the righteous.
And Allah grants respite to none when his appointment (death)
comes. And Allah is All-Aware of what you do (Al-Qur’an 63:
10-11).

(It will be said): “seize him and fetter him”. Then throw him in
the blazing fire. Then fasten him with a chain whereof the length
is seventy cubits! Verily, this was he that would not believe in
Allah, and urged not on the feeding of the poor. So he has no
friend here this Day, or any food except filth from the washing
of wounds. None shall eat of it except the sinners (Al-Quran 69:
30-37).

The institution of fasting (Sawm) is also aimed at giving the rich the
opportunity of having practical experience of the pangs of hunger of the poor
by abstaining from food, drink and sexual intercourse for certain period. By so
doing, the sympathy for the poor in the hearts of the rich is awakened.
Likewise, Sadagatul-Fitr (charity at the end of Ramadan) which is made

compulsory for the rich at the end of Ramadan fast is not only meant for
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purification of their fast, but also to address the suffering of the needy and the
poor.

Many people have traced the insecurity of lives and property bedeviling
the country to unemployment and lack of even distribution of wealth. Shittu
(2013: 26) states that President Bill Clinton, the 42™ American President
observed that poverty fuels the religious violence and insecurity in Nigeria and
that the region in which insecurity is prevalent remains one of the poorest of
the whole country. They go further by saying that Adebayo mentioned that
hooliganism, tribal strive and drug peddling are all resultant repercussion of
unemployment among the teaming youth who constitute a greater percentage

of nation’s population.

If Zakah is institutionalized and proceeds are judiciously used for
empowerment, many idle youths will be gainfully employed. It is believed that
they would be protected from the cloak of unscrupulous politicians who may
recruit them to unleash terror on innocent and law abiding members of the
public. According to the research carried out by Ayuba (2011: 66) in some
major markets in Ibadan, it was revealed that majority of young boys and girls
involving in petty trades are Muslims who dropped out because their parents
could not afford their school fees. The disadvantaged young people who
dropped out of school due to lack of sponsorship could also have the
opportunity of completing their education through a scholarship scheme from
proceeds of Zakah. By so doing, they would be saved from being brainwashed
by half-baked scholars to cause confusion in the society to achieve their own
selfish interest. Through efficient Zakah management by employing poverty
alleviating model, the destitute could also be rehabilitated by taking them to

skill acquisition centers.

Moreover, the orphans, the old, divorced, patients, handicapped,
students, permanent low income, families of prisoners and missing people are
considered part of the Fugara’and Masakin (the poor and the needy) who
should have a share from the proceeds of Zakah. Zakah can, therefore, be used
to empower them by procuring for them necessary tools and implements
which will assist them to become self-employed or productive (Adebayo,
2011.33). The institution of Zakah also helps in providing job opportunity
for the people as its collection and distribution involved personnel for
effectiveness. This gives the reason why the Qur'an stipulates that a fraction

of whatever is received as Zakah be set aside for those who are working as its
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management. Proceeds from Zakiah may also be spent to integrate new
converts to Islam into the Muslim community, especially when they are being
cut off from their economic resources or persecuted for accepting Islam.

Zakah proceeds set aside for the cause of Allah (F7 sabilillih) can be
used for programs which have direct bearing on the poor such as propagation
of Islam, Islamic education, social welfare programs, economic development
projects, manpower training and education in various scientific and technical
fields. Zakah funds can also be used to provide social services like hospitals,

schools and factories to create employment opportunities for the people.
6. Recommendation and Conclusion

The administration of Zakah is very crucial in delivering efficient service to
the Nigerian Muslim community. Although Zakah administration has
undergone many improvements, there are still many things to be done to
ensure that administration of Zakah is moving on the right path to be able to
eradicate poverty, improve Muslims’ standard of living and curb insurgency.
There is a need to strengthen Zakah management system to address the
inefficiency issue as it relates to its distribution. The transformation in the
administration of Zakah could be done by improving Zakah collection centers.
The authority needs to change the method of collecting Zakah from waiting
at the counters to tracing down the prospective Zakah payers as this initiative
may create awareness among prospective payers to fulfill their religious rights.
Helping the poor by giving them money from Zakah funds is a short term
solution as this would create dependency on Zakah funds which would not
help improving their standard of living. As poverty and insecurity ravage
Nigerian society, especially the Muslim populated area, we suggest that the
way financial assistance is being given should be changed by training the poor
to gain certain skills. Those who have acquired the necessary skills should be
funded from Zakah fund to start their business. If this could be done, the
insurgence that consumes innocent and law abiding lives on daily basis,
destroy public and private properties and threatens our peaceful coexistence as
a nation could have been avoided. This capacity building approach is an

effective way to change their condition from being Zakah recipients to Zakih

payers.
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Introduction

Most developing countries have very micro society in large numbers.
Indonesia is also famed for its large scale of very micro society. Most of them
do not have access to bank financing, particularly in rural areas. A wide variety
of microfinance institutions (MFIs) provide important contributions to them
although it is certainly not a panacea for poverty, but it can prove itself as a
useful tool in the fight against poverty. Asian Development Bank (ADB,
2000), Robinson (2001), Segrado (2005), Obaidullah & Khan (2008),
Obaidullah (2008), Ali (2011), and Leikem (2012) see microfinance is a
powerful poverty alleviation tool. It implies provision of financial services to
poor and low-income people whose low economic standing excludes them
from formal financial systems. These people are traditionally considered
nonbankable, mainly because they lack the guarantees that can protect a
financial institution against a loss risk.

Further, Musari & Simanjuntak (2016) mention some MFIs now
become concern to the very micro society and they introduce a new term
‘nanofinance’ to provide opportunities for the very poor, very low income, and
very micro enterprises to access financial services. Musari & Simanjuntak
(2015), Muazir & Musari (2016), Musari (2016b) argue that there are ‘very
poor’ which actually being a target of microfinance, but most banks do not yet
accommodate them. Ascarya & Sanrego (2007) also mention that micro,
small, medium enterprises (MSMEs) classification should be redefined to be
able to reach the poor and low income society, to assist and guide them to
move their businesses up until graduated and self reliant.

In absence of banking facility, the very poor and very low-income
people also very micro enterprises often resorts money lending from relatives
and acquaintances, but when such sources are not available they approach local
moneylenders. Moneylenders can and do provide very flexible and fast service
tailor-made to the needs of the borrowers but they are often charged
exorbitant interest rates. Mitra (2009) mentions that interest rates charged by
MFTs have attracted criticism. Bateman (2011) sees that MFIs charge lower
interest rates than local moneylenders, they are still seen as imposing high
rates on poor clients. In the early days, many MFTs said this was necessary to
cover the high operational costs of providing tiny loans to the poor, but that
interest rates would fall through competition. This argument had some
validity initially. But interest rates have not fallen as much as predicted, and
in some countries have remained very high. Duvall (2004) asserts interest rate
ceilings are found in many countries throughout the world. With the
expansion of microfinance in developing countries, many legislators and the
general public have found it difficult to accept that small loans to poor people
generally cost more than normal commercial bank rates. Though meant to
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protect consumers, interest rate ceilings almost always hurt the poor by
making it hard for new MFIs to emerge and existing ones to stay in business.
In countries with interest rate caps, MFIs often withdraw from the market,
grow more slowly, become less transparent about total loan costs, and/or
reduce their work in rural and other costly markets. By forcing pro-poor
financial institutions out of business, interest rate caps often drive clients back
to the expensive informal market where they have no or little protection.”

In Indonesia, empirical studies show that some MFIs provide also
nanofinance for the very micro society®. But, most of the nanofinance uses
interest. In Islamic perspective, Musari & Simanjuntak (2015) asserts the
practices of these MFIs do not sharia compliance because provide interest for
loans despite relatively low and regarded not burden to the borrower. But, the
presence of conventional MFIs in some countries which focusing to the
nanofinance should be a reflection for IFIs to engage for this society. Islamic
finance has a responsibility for furthering socio-economic development of the
very micro society without charging interest.

Learn from the local wisdom of cooperative of Association of Farmers
Group in Indonesia which empowers their community through sukuk, this
paper believes that sukuk is potential to be an Islamic nanofinance instrument
for mobilizing fund to the very micro society. Further, collaboration sukuk
and wagf can be an innovation for economic sustainability, particular to get
low cost fund. Hence, this paper attempts to: (1) Introduce nanofinance of
microfinance institutions in Indonesia; (2) Introduce cooperative sukuk as a
local wisdom of microfinance institution in Indonesia to finance the real

47 Groen (2002) mentions microfinance interest rates are set with the aim of providing viable,
long-term financial services on a large scale. MFIs must set interest rates that cover all
administrative costs, plus the cost of capital (including inflation), loan losses, and a provision
for increasing equity. Unless MFIs do so, they may only operate for a limited time; reach a
limited number of clients; and will tend to be driven by donor or government goals, not client
needs. Only sustainable MFIs can provide permanent access to financial services to the
hundreds of millions who need them. Although microcredit interest rates can be legitimately
high, inefficient operations can make them higher than necessary. As the microcredit market
matures in a given country or region, donors and others should pay more attention to reducing
operating costs to ensure the most efficient, competitive interest rates possible.

“ MFTs in some countries now become concern to the very micro society and they introduce a
new term ‘nanofinance’ to provide opportunities for the very poor, very low income, and very
micro enterprises to access financial services for emergency needs. Mahanti (2008) mentions
nanofinance as small interest free loans to the poorest of poor women for their emergency needs.
The main objective of nanofinance is to give small interest free loans for one year which will
stop them to go to the loan shark. The women learn to help other women through nanofinance
concept. Chonlaworn & Pongpirodom (2015) explain that nanofinance is a flexible credit
process designed to meet the financial needs of customers. Loan targets are to promote better
access to capital, increase occupational opportunities, and alleviate illegal lending.

International Journal of Islamic Economics and Finance Studies 75



JISEF

sector; (3) Propose model of wagf-sukuk linkage program for nanofinance by
synergizing Islamic banks, wagfinstitutions and microfinance institutions to
encourage Islamic financial inclusion for the very micro society.

1. Lesson Learned from Nanofinance in Indonesia

According to ADB (1997, 2000), institutional microfinance is defined to
include microfinance services provided by both formal and semiformal
institutions. MFIs refers to institutions that provide microfinance services.
These may include non-governmental institutions, credit cooperatives, credit
unions, and banks. Asia Foundation (2003) mentions that non-bank MFIs
are an alternative for the microenterprises and/or the poor to obtain financial
services. Banks are considered too bureaucratic by a majority of the micro
enterprises and/or the poor. Banks are also unable to provide services to the
poorest strata because the cost of servicing small loansas prohibitive. This
consideration of profitability is believed to influence banks’ unwillingness to
channel microfinance.

Musari & Simanjuntak (2016), Musari (2016b, 2016¢) claim most
MFTIs in Indonesia, Cambodia, Thailand, and India also do nanofinance for
the very micro society. MFIs in those countries play a key role in providing
financial services to the very poor, very low income, and very micro enterprises.
Unfortunately, most of MFIs charge such high interest rates to the very micro
society despite it looks relatively low and regarded not burden to the
borrowers. But, if we compare to the bank interest rates per annum, the
microfinance or nanofinance interest rates is higher because the costs of
making a small loan are higher in percentage terms than the costs of making
a larger loan.

In Indonesia, one of MFIs which provide nanofinance for the very
micro society is MFI for Society that initiated by Department of Cooperative
& Micro Small Medium Enterprises (MSMEs) and spread across the regency
in Indonesia. In Jember, East Java Province, term of MFI for Society usually
called by Bank for Poor Family or Bank Keluarga Miskin (Gakin). The term
‘Bank Gakin’ is given by very poor people who become its members and then
used by the administrators and many people in Jember. Bank Gakin is an
alternative financing for the very poor, very low income, and very micro
enterprises rather than formal banks or moneylenders in there. The scheme of
nanofinance by Bank Gakin can be seen in Figure 1.
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Figure 1: Nanofinance Scheme of MFIs by Department of Cooperative &
MSMEs
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As Grameen Bank®, Bank Gakin in Jember also uses the principle of joint
responsibility among its members. Bank Gakin actually is the collaboration of
Grameen Bank’s concept with cooperative concept. The Department of
Cooperatives & MSMEs funds Rp 25 million for each Bank Gakin. Its main
target is productive women. Each Bank Gakin consist a maximum of 200 poor
people with predominantly 90% women become administrators and 46% of
them are elementary school graduates and 5% had never undergone a formal
school education. Bank Gakin serves about 30 groups with more than 150
households. Business group consisting of 5-10 people who can apply for
unsecured business loans between Rp 50,000 to Rp 1 million.”® People who

# Thousands of MFIs sprang up around the globe, the majority modeled closely on Classical
Grameen Model and has been replicated in many countries in a wide variety of settings
(Leikem, 2012). The model requires careful targeting of the poor and done by mostly of women
group. The model requires intensive fieldwork by staff to motivate and supervise the borrower
groups. Groups normally consist of five members, who guarantee each other’s loans. A number
of variants of the model exist; but the key feature of the model is group-based and graduated
financing that substitutes collateral as a tool to mitigate default and delinquency risk. The main
point of departure of microfinance from mainstream finance systems is its alternative approach
to collateral that comes from the concept of joint liability (Obaidullah & Khan, 2008).

%0 Almost USD 4 to USD 77 with exchange rate USD 1 = Rp 13,000. In Indonesia, Rp 50,000
is very small value and bank certainly is not willing to serve the financing for the people who
just need this value. Because of that, the people prefer to borrow into moneylender or MFIs.
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apply for credit does not have to submit business proposals, especially through
a convolution survey. Proposals can be submitted orally. Funds can be directly
liquid after a survey conducted at a glance toward the business. With credit
disbursement period of 10 weeks paid in installments every week by rate 0.5
percent. This mechanism is very helpful the group of very micro society.

Further, Bank Gakin today has gained positive response from the poor
because make them easier to obtain loan for venture capital. In addition, the
members feel their life are better because their incomes are increasing. Table
1 shows the progress of Bank Gakin during 10 years.

Table 1: Progress of Bank Gakin During 10 Years

Hal Year

2006 2007 2008 2009 2010 2011 2012 2013 2014
The Number of ‘Bank' GAKIN 13 31 37 41 218 298 353 433 454
The Number of Community (Group) 330 817 997 | 1,023 | 3873 4748 5511 | 5863 | 6411
The Member (People) 1652 4080 | 4834| 5034 17,856 | 22,008 | 25094 | 26,980 | 29,410
The Amount of Loan (Million) 1011 | 6,222 | 14,568 | 65,522 | 12,582 | 25,999 | 35509 | 46,245 | 52,912
Fee and Administration (Million) 30.4 327 763 343 573 1,380 1,259 1,780 | 2,165
Current Earning (Million) 17 127 336 164 339 666 618 755 | 1,060

Source: Department Cooperative & MSMEs Jember (Musari &
Simanjuntak, 2015)

Hereinafter, in Islamic perspective, Bank Gakin’s practice still does not meet
sharia compliance. Nanofinance by Bank Gakin provides rate of interest for
loans despite relatively low and regarded not burden to the borrower. Islamic
finance is based on the premise that usury (interest-based lending) is
prohibited and ba’ (trading of goods and services) is permitted. Interest rate
hurts the very poor, very low income, and very low enterprises. In the name of
humanity, the very micro society cannot be equated with the MSMEs in the
term of bank’s classification. Nanofinance actually is a humanitarian mission.

Another lesson learned from nanofinance in Indonesia is Kredit Melati
(Credit Against The Lenders) by the Government of Bandung City.”* For
avoiding Bandung's residents from the loan shark, the government through

its Rural Bank (BPR)* launched this program at May 2015. BPR is a banking

31 Kredit Melati is a nanofinance and also microfinance. It is given while most of banks, and
also rural banks, in the practices almost never distribute microfinance less than Rp 1 million.
Kredit Melati provide also the loan for the very micro society by the plafond less than Rp 1
million.

52 Ismal (2012), Muazir & Musari (2016) claim that one of the distinctive character of the
Islamic financial system in Indonesia that can not be found in other countries is the diversity of
Islamic financial institutions (IFIs) to serve MSMEs. Financing of MSME:s in Indonesia is
done by Sharia Business Unit (UUS), Islamic Banks (BUS), Sharia Rural Bank (BPRS), Baitul
Maal Wa Tamwil (BMT), Islamic Service Finance Cooperative (KJKS), and other Islamic
MFTIs. But, Musari & Simanjuntak (2015, 2016) also argue that Indonesian banks (also Islamic
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institution in the lowest level in Indonesia that is most likely to commit
nanofinance. In this program, the Bandung's residents may access the credit
by zero percent interest.”> However, the program has complaints by the
residents, especially related to the disbursement of funds, because the bank
cuts 8 percent of total funds as administration fee. For residents who late
paying the loan installments, the BPR also impose interest 0.2 percent per day
of the total installments. Another complaint is that the credit disbursement
process can not be completed in one day as promised by the government
because the bank must follow the regulations set by the authorities to do field
survey, field analysis, and proof of residency so that more than one day.

Table 2: General Requirements of Kredit Melati

Loan Base Rp 500 thousand -30 million
Interest Rate 0%

Time Periode 12 months

Membership 5-10 people

Disbursment Process Duration |1 day

Administration Fee 8% of total loan

Groups: Business by region, type of business, gender, profession
Personal: Trade, services, cottage industries

Household appliances, freehold Title (SHM), contract of sale
Guarantees managed by group  |(AJB), certificate of ownership of motor vehicles (BPKB), time
deposit & saving account, professional licence.

Freehold Title (SHM), contract of sale (AJB), certificate of
ownership of motor vehicles (BPKB), time deposit & saving

account, professional licence.
Source: Local Company (PD) Rural Bank (BPR) of Government of Bandung

City
Thus, Kredit Melati in overall is a loan granted collectively for a group system
that is distributed to the small business communities in order to narrow the

work space of loan shark, empower micro businesses, and encourage the
creation of new entrepreneurship.

Market Target

Guarantees managed by
personal

2. Cooperative Sukuk

A lesson learned from other MFIs in Indonesia, at 2009, Department of
Cooperatives and MSMEs tried to change the nanofinance scheme of Bank

banks) in the fact does not reach microfinance to the very micro society which consist the very
poor, very low income and very micro enterprises.

53 In the term of Islamic finance, what Kredit Melati do is the practice of gardhul hasan. In
qardhul hassan, a loan in which the debtor is only required to repay the amount borrowed.
Qardhul hassan is a loan extended without interest or any other compensation from the
borrower. The lender expects a reward only from Allah.

International Journal of Islamic Economics and Finance Studies 79



JISEF

Gakin. The fund source was not grant, but as loan from the local government
to Bank Gakin. Then, Bank Gakin must return the fund via bank agent of
local government. Based on the result of evaluation, the seed capital of Bank
Gakin cannot be sourced from loans, but it should be a grant (Musari &
Simanjuntak, 2016). This is in line with Leikem (2012) that was found that
savings are vital and are perhaps more important to the poor, that the poorest
are probably better served by direct subsidies rather than loans. Obaidullah
(2008) proposes the Islamic alternative to interest-based conventional loan is
trade-based or lease-based credit that permit the ownership and/or use of
commodities or physical assets needed for productive enterprise while
deferring the payments to future time periods.

So, in order to eliminate the interest rate on nanofinance, it is necessary
to get low cost fund to finance the very micro society. Sukuk is a good
alternative for the mobilization of funds that is not in the form of interest-
based loans. Sukuk now becomes a global economic phenomenon across
religions, cultures, nations and being a part of the global financial system. A
number of non-Muslim countries also participate in issuing sukuk as their
national economic policy. This shows sukuk has proven to be a universal and
acceptable Islamic finance instrument by non-Muslim. Ismal & Musari
(2009a, 2009b, 2009¢), Musari (2015a) argue sukuk is better to be a financing
alternative than debt financing because of its elements of investment
cooperation, sharing of risk, and engangement of assets or the real project as
its underlying issuance. Sukuk can be used to finance the economy and reduce
the government's dependence on foreign debt through the utilization of idle
funds in the domestic. For Islamic bank and finance industry, sukuk can serve
as an instrument to manage liquidity and portfolio. Ali (2007), Ali (2011)
assert sukuk provide an opportunity for IMFIs. In relation to finance the
micro-enterprises, funds generated through issuances of sukuk shall be used
to provide financing on the basis of profit sharing modes by the special
purpose entity.

In Indonesia, Musari (2012, 2013, 2015a, 2015b, 2016a), Simanjuntak
& Musari (2014) explain sukuk has been practiced by cooperative of
Association of Farmer Groups as a local wisdom to finance the working capital
of farmers. In this context, sukuk has been a microfinancing instrument for
their community. To overcome the difficulties in banking financing, primarily
to avoid the high interest-based loan, the cooperative of Association of Farmer
Groups issues an investment certificate. This sertificate is an ownership paper
to finance the cocoa businesses and such certificate is based profit sharing
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contract™®. According to the terms of Islamic economics and finance, the
investment certificate issued by the cooperative is sukuk.

At least there are three lesson learned of sukuk issued by this
Association of Farmer Groups. First, empirical fact in Indonesia shows
conventional MFT has issued sukuk for the very micro society. Second, this
sukuk using profit sharing contract when most of existing sukuk in Indonesia
and the world using Jiarah contract. Profits are distributed in percentage
agreed beforehand.” Third, Association of Farmer Groups in Indonesia has
proven that bank financing is not the only way for the farmers to have
financing access. Through cooperative investment with some people,
strengthening networks, and intensive coaching, Association of Farmer
Groups has raised the wealth distribution. Overall, the scheme of cooperative
sukuk by the Association of Farmer Groups is shown in Figure 1.

Figure 2: The Structure of Mudharabah Sukuk by the Association of Farmer
Groups

(1) lssuing a ‘profit sharing’ investment certificate

(3) Distribute the funds

l

Investor (2 Give the funds Multipurpose Association of Farmer Groups
(Rabbul Maal) P Cooperative (Shareholders & Mudharib)

.

(5) Give the profit sharing and/or return/reinvest the funds
(Mature date) (4) Return the funds & profit sharing

Source: Musari (2015a), Be Modified

54 In Islamic finance term, it is similar as mudharabah contract. In mudharabah, the investor
contributes funds, and the Association of Farmer Groups contributes expertise and works to
execute a potentially successful project. In relation to mudharabah contract, study of Daneshfar,
Simyar, Rolleri and Wnek (2010) suggest that one of financing arrangement that give a fair
treatment is profit sharing among the stakeholders involved in the agricultural activities. There
are several motives for the adoption of profit sharing such as labor productivity, cost monitoring,
and wage flexibility. In addition, profit sharing could create a self-motivated stakeholders to
achieve the challenging goals of the company. Several studies also have found profit sharing as
an effective compensation scheme.

% In this Association of Farmer Groups, refer to Musari (20152), the formula used for
calculating a monthly profit sharing to each holder of sukuk is Capital times Rp 75 or Price of
cocoa per kg times Frequency of deposit or approximately 1.56% or 18.72% per year. This rate
of return is not fixed, but fluctuates depending on the outputs of the Association of Farmer
Groups. However, the real value is not far from the expected range of outputs.
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3. Wagqf-Sukuk Linkage Program

An-Naf (2005) mentions the requirements of economic sustainability are:
economic efficiency, economic welfare, and distribution of wealth. Siddiqi
(2002) claims the monetary and fiscal policies recommended to improve the
system’s efficiency are often complicated and unconvincing. Some of them
may be politically impossible to implement. In this situation, any simple and
straight forward approach like that of Islamic economics is bound to attract
attention. Chapra (1979) asserts the concept of welfare in Islam provides a
spiritual orientation to all material effort and creates a harmony between the
innate spiritual and material urges of individuals and groups. Islam has so
firmly and exquisitely dovetailed the spiritual and material aspects of life that
they may serve as a source of mutual strength and together serve as the
foundation of true human welfare and happiness. According to Islam,
negligence of either of the two aspects of life will prevent mankind from
achieving true welfare. In fact there is no division between material and
spiritual aspects of life in Islam. According to Ackerman et al (1998), welfare
inequality should be followed by the distribution of wealth.*® Muazir &
Musari (2016) mention Islamic finance in new institutional economics (NIE)
perspective have responsibility to carry out the distributive justice through the
distribution of wealth which in turn will reduce poverty and inequality.

Further, Kahf (2008) argues the minimization of distributive inequality
can be achieved by the education system, guarantee to get the same
opportunity, and the distribution of zakah, infaq, sadagah, waqt. Zakah and
wagqfcan be used to provide microfinancing to the poor. Hassan (2010) affirms
the challenges of conventional microfinance can be resolved if it is designed in
an integrated manner by incorporating the two basic and traditional
institution of Islam, the wagf and zakah, with Islamic microfinance into a
single framework. Since Islamic financing modes are based on principle of
social justice and equity and r7ba is prohibited, Islamic MFTs are likely to yield
better benefit if they are properly designed. In addition, borrowers will have
lower refundable loan, as a result of utilization of zakah funds, it will result in
less financial burden on the poor.

So, in order to integrate the mission of Bank Gakin (and also other
conventional MFIs which concerned to nanofinance) and take the lesson
learned from sukuk for microfinance of Association of Farmer Groups, this
paper promote the nanofinance as financial program for the very micro society.
This paper believes that sukuk potentially to be an Islamic nanofinance

% There are at least three reasons why the distribution of wealth needs to be done. First,
ownership of financial wealth is a significant source of revenue. Second, offer a wealth of
security. Third, wealth leads owner to have political and economic power.
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instrument for mobilizing fund to the very micro society. Then, collaboration
sukuk and wagfcan be an innovation for economic sustainability”’, particular
to get low cost fund to finance the very micro society without interest rate.”®
In the area of wagf, with many of waqf assets or cash, sukuk issuance can
therefore be regarded to finance the development of wagf properties or using
them to be underlying asset. The integration of sukuk and wagfin a single
structure is an interesting development that is worth pursuing.*

3.1 Mudharabah Waqf-Sukuk

Actually, many schemes can be applied in wagfsukuk. One of them is wagF
sukuk linkage program for MFIs/IMFIs that bridging the Islamic banks or
retail/corporate investor and wagfinstitution through special purpose vehicle
(SPV). Figure 3 shows SPV using wagfasset as underlying and also being a
project to issue mudharabah sukuk for Islamic banks or retail/corporate
investor. The fund of sukuk then be used to develop a project by developer or
management for project of wagfproperties. The return of project activity will
flow to Islamic banks or retail/corporate investor. Particular to Islamic banks,

the return will be used to finance the very micro society through MFIs/IMFIs

%7 In addition to tijarah contract, figh muamalah in Islamic finance also known tabarru contract
which can be a policy alternative in developing social and economic life of society. Wagfis one
of the instrument of tabarru’ contract which has advantage for managing liquidity in the
economy and can be used to finance the real economy. Wagfactually can be integrated in the
financial sector to enhance growth and welfare. In practice, many awgaf have become
unproductive assets and not created for socio-economic purposes.

%8 The tendency to use the third sector become a global trend. This is because the first sector
and the second sector of the economy has failed to ensure the attainment of human well-being,
both in the national and global level, which is based on market forces. By giving more to the
strength of the third sector, it is expected to play a big role on poverty eradication. This is also
an effort to ensure that the poor will get financial services by presenting a guarantee or collateral

(Sanrego & Taufik, 2016).

% Wagfinstitution has long been recognized and had a vital role in the history of the Muslim
world. However, current wagf institution through out the Muslim world has declined in
effectiveness due to lack of management. Hence, wagfinstitutions need enhancement to revive
back its vital role. The institution can be revitalized by turning it to become a productive wagst’
Productive wagfwill not only be a self-financing wagfbut it also can finance the primary project
of the wagf(Sadeq, 2002). Waqf can provide a social and economic welfare of society when
empowered (Sanrego & Taufik, 2016). Wagfis subject to Ijtihad which rules that it must be
benevolent. The static perpetuity, rigidity and historical mismanagement of wagqf created
inefficiencies and ineffectiveness that can be avoided by good governance. However, the
perpetuity of wagf is compulsory and its benefits in developing waqf assets should be Shari’ah-
compliant. This can be ensured through a transparent relationship between waqif, mutawalli,
waqf board and maukuf alaih, which accomplish wagf objectives, monitors performance, and
assures compliance with Islamic Shari’ah rules and principles (Masyita, 2012).
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or nanofinance institution by nanofinancing based-gardhul/ hasan® Then,
through the return of wagf-sukuk, these institutions may have low cost funds
to finance the very poor, very low income, and very micro enterprises without
interest rate.®’ MFIs/IMFIs do nanofinancing to the member of group about
Rp 50 thousand - 1 million through qardhu/ hasan or
mudharabah/musyarakah contract. Then, the MFIs/IMFIs or nanofinance
institution in maturity date will return the fund of gardhul hasan to Islamic
banks.

Figure 3: Mudharabah Waqf-Sukuk
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Source: Musari & Simanjuntak (2016), Be Modified.
3.2 Musyarakah Wagqf-Sukuk
Same as the mudharabah wagf-sukuk, musyarakah wagf-sukuk to the member

of Islamic cooperatives may provide low cost funds to finance about Rp 50
thousand — 1 million through gardhul hasan or mudharabah/musyarakah
contract. Then, the Islamic cooperatives in maturity date will return the fund
of gardhul hasan to Islamic banks. Mudharabah wagf-sukuk and musyarakah
wagf-sukuk is a form of the partnership financing, the core element of Islamic
finance, which provides an important source of funding for the very micro
society that might not be able to take on debt financing.

’

8 Sanrego & Taufik (2016) mentions the quality of loan payments by poor people who do not
have a strong social capital capacity, tend to be bad. Kahf (1997) argues sharia give more priority
for gard hasan than infagbecause gard hasanbring the honour for the borrowers and encourage
him to struggle and strive.

61 This idea in line with Elgari (2004), Ahmed (2004, 2007) who propose establishing a
nonprofit financial intermediary through gardhul hasan that gives interest free loan to finance
consumer lending for the poor. The capital of the bank would come from monetary (cash) wagt”
donated by wealthy Muslims. The returns from wagfand funds from sadagat can be used to
finance productive microenterprises at subsidized rates.
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Musyarakah wagf-sukuk also integrates SPV, wagfinstitution, Islamic
banks or retail/corporate investor, and developer or management for project.
Figure 4 shows wagfinstitution uses wagfasset as underlying to issue by SPV
for Islamic banks or retail/corporate investor as the supplier of fund. Then,
the fund of sukuk will be used to develop a project by developer or
management for project. The wagf institution, SPV, Islamic banks or
retail/corporate investor, and developer or management for project each other
agree to have share in the project. Next, developer or management for project
reach the return of project activity and flow to the share holder. Particular to
Islamic banks, the return will be used to finance the very micro society through
Islamic cooperative by nanofinancing based-gardhul hassan. Islamic
cooperatives may have low cost funds to finance the emergency needs of the
very poor, very low income, and very micro enterprises without interest rate.

Figure 4: Musyarakah Wagf-Sukuk
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3.3 Cash and/or E-Waqf-Sukuk
Jalil & Ramli (2008) mention cash and e-wagffund is considered as the easiest

means for the public to join wagfscheme because they are only obliged to
donate their money in cash or deducting from their bank account via e-wagf”
facility. Ahmed (2004, 2007) believes the capital of the bank would come from
monetary (cash) wagf donated by wealthy Muslims. The returns from wagf”
and funds from sadagat can be used to finance productive microenterprises at
subsidized rates. Cizak¢a (1998) explains cash wagf'was a special type of
endowment and it differed from the ordinary real estate wagfin that its
original capital, as/ al-malor, corpus, consisted purely or partially, of cash. The
earliest origins of the cash wagfmay be traced back to eighths century, when
Imam Zufar was asked how such wagfshould function. The fact that such a
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question was asked at all may be taken as an indication of the existence of such
awqaf at that time.

The important thing in this proposed scheme is redesigning the cash/e-
wagqf-sukuk such that they contribute not only to capital redistribution but
also to capital accumulation. Adopted from Aziz, Johari & Yusof (2013), the
Islamic bank can be entrusted to issue cash/ e-wagfsukuk and/or collect
cash/e-wagf from the public via wagf institutions or telecommunication
provider (through mobile wagf) or corporate or other institutions for special
purposes disclosed and easily available to the donating public. Once such
deposits are made, the bank can disburse the cash, which is dedicated for
nanofinance to meet the emergency needs of the very micro society through
Islamic cooperatives. Then, the very micro society can borrow the fund based-
gardhul hassan. The repaid amount can be once again loaned to another. This
will be repeated whenever an amount is available in the given fund. The cash
can be maintained perpetually, provided compensations for losses and market
fluctuations are planned and paid. For this, a special account called the reserves
account will be needed. As the loan’s fund will be disbursed interest free and
minimum service charges will be imposed on borrowers and have simple
processing system.®” Figure 5 shows the proposed scheme of cash/e-wagf-
sukuk. This scheme is more fitting to be applied for nanofinance given the
prominence of cash/e-wagf more flexible than other types of wagft’

Figure 5: Cash/E-Wagf-Sukuk for Nanofinance
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In this scheme, wagfinstitutions or telecommunication provider or corporate
or other institutions which organizing wagf fundraising may have profit

62 Tt is becoming a key requirement for Islamic nanofinance, including conventional
nanofinance, to give interest free loan, minimum service charges, and simple processing system.
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sharing from the cash/e-wagfsukuk of Islamic bank. They may also have
incentive or other facilitation from the Islamic bank which become one of the
teatures of the cash/e-wagfsukuk. This scheme also encourages to establish
wagqfbank in the future for managing all wagfasset, including for issuing cash
wagqf certificate or wagf-sukuk or government wagf certificate. In contrast to
other Islamic contract, the wagf contract does not recognize due date.
Optimizing wagf also could be more widespread because there is no
qualification of mustahig. Thus, the funds are absorbed by wagf contract fully
to finance the mas/ahah of ummah, including activities that support the very
micro society and MSMEs. In this context, wagf can take a role as an
instrument of monetary and fiscal which help each other to manage excess
liquidity. Islamic economic system is stressing the importance of a balance
between the real sector and financial sector. Wagfcan be the bridge that unite
these two sectors. Overall, according to the principle that lending is better
than giving, the generic concept of Islamic nanofinance through wagfsukuk
may be adopted the conventional cooperative by bridging philanthropy/wagst’
institutions and MFIs/IMFIs.

Conclusion

Lesson learned from nanofinance in Indonesia show that financial institutions
which provide this service for the very micro society can not avoid the interest
rate, either directly or indirectly. Interest rate hurts the very poor, very low
income, and very low enterprises. High interest rates to the very micro society
despite it looks relatively low and regarded not burden to the borrowers
actually is caused by the costs of making a small loan is higher in percentage
terms than the costs of making a larger loan. Whatever the reasons, in Islamic
perspective, this practice does not sharia compliance.

This paper may show that sukuk potentially to be an Islamic
nanofinance instrument for mobilizing fund to the very micro society.
Empirical study in Indonesia find that MFI can issue sukuk as a financing
instrument to fund the farmers and do profit-loss sharing to the investors.
Lesson learned from the Association of Farmers Group in Indonesia which
empowers their community through sukuk, this paper believes that sukuk is
also potential to be an Islamic nanofinance instrument for mobilizing fund to
the very micro society. Sukuk has been practiced in Indonesia as a local
wisdom to find an alternative financing for working capital of the farmers.

Then, collaboration sukuk and wagf can be a funding source to get low
cost fund to finance the very micro society to avoid interest. The issuance of
sukuk can be regarded to finance the development of wagfproperties or using
them to be underlying asset. The structure of wagfsukuk can be integrated
into nanofinance program to effectively alleviate absolute poverty through

gardhul hassan or mudharabah/musyarakah contract. Mudharabah wagt-

International Journal of Islamic Economics and Finance Studies 87



JISEF

sukuk, musyarakah wagf-sukuk, cash/e-wagf-sukuk can be schemed to make
them easier for the very poor, very low income, and very low enterprises to
break out of the poverty cycle. The lesson from the cooperative of Association
of Farmer Groups in Indonesia indicates that cooperative can issue sukuk as a
financing instrument to fund the farmers and do profit sharing to the
investors. Sukuk has been practiced in Indonesia as a local wisdom to find an
alternative financing for working capital of the farmers. It proves that sukuk
has an ability to be a tool for managing the lack and excess of liquidity,
bridging the financial sector and real sector, and doing nanofinance (also
microfinance) for the very micro society. Sukuk for nanofinance (also
microfinance) is not just a discourse.

Finally, this paper encourages for doing Islamic financial inclusion to
the very micro society through Islamic nanofinance so that they free from the
loan sharks and the interest. The practice of nanofinance in line with the
mission of Islamic economics. Islamic nanofinance needs the synergizing of
Islamic banks, wagfinstitutions and Islamic cooperatives to finance the very
micro society. Islamic nanofinance also needs nano consultant and nano
insurance/nano takaful as the pillars to empower the very micro society
because Islamic nanofinance also has to work to release people from their

reliance on debt. Wallahualam bish showab.
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ABSTRACT

This research aims to establish an accounting guideline for Sukuk
issuance in non-financial companies and it has a special
significance in solving various accounting problems during the
Sukuk issuing process. Online survey has been conducted to
obtain the accountants’, academic and professional perceptions
about the research questions, it covers several accounting issues,
and it had received 25 on-line responses. In conclusion, we point,
among other things, that the IFRS are accepted to account for
Sukuk transactions, as using Special Purpose Vehicle is necessary
to issue Sukuk, it should be consolidated by the Originator as
well; it showed that Sukuk certificate could represent ownership
of assets, represent liability or claim on the SPV and Right of
usufruct of Assets. But the biggest part of respondents replied
that Sukuk certificate should appear under liability.
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I. Introduction

Recently in Italy, an Increasing interest from government and corporates has
been noticed to use Sukuk to fund their project, and this desire was due to the
globally increase in using Sukuk. Thomson Reuters report expects Global
outstanding Sukuk issuance to grow to $907 billion by 2020. Islamic Finance
Gateway. (2014)

In recent years, the international Sukuk market has grown considerably,
with Sukuk issuances surging not only by volume and value, but also in the
geographical scope of the issuing markets, the value of international Sukuk
issued in 2014 reached US$114 billion, of which 85% was issued by sovereign
and quasi-sovereign entities, Several factors are driving sovereigns to
participate in the Sukuk market, including: the desire to establish a benchmark
and to encourage the development of a corporate Sukuk market in the relevant
country or territory, as well as the need to develop a legal and regulatory
framework that recognizes and facilitates the issuance of Sukuk — especially
in jurisdictions where Islamic principles are not enshrined in national law. But
the expectation that sovereign and quasi-sovereign issuances would pave the
way for corporates to issue Sukuk has not so far materialized, (IRVINE, 2015)
because most of the corporates still have ambiguity in accounting practise for
issuing Sukuk, and lack of knowledge about the legal and regulatory

framework.

The term Islamic finance encompasses any type of financial activity that
is undertaken in accordance with Islamic law (Shariah). Sukuk is a generic
term used to encompass a broad range of financial instruments designed to
conform to the principles of Islamic law (Shariah). Although many Sukuk
structures are designed to replicate the economic function of conventional
bonds, their legal structures are different. Classifying Islamic financial
instruments, including Sukuk, under existing regulatory frameworks has posed
challenges in the UK and other jurisdictions.(HM Treasury, 2009) The
interests on Islamic accounting has been growing for the past two decades,
however, the development of Islamic accounting is still at the infancy stage.

(Rahman and Rahim, 2003)

Due to the growth in the Islamic finance particularly Sukuk, the need
for specific accounting standards, which account for the issuance transactions
and Islamic contracts, is an essential issue.

This study will explore only the accounting treatment for Sukuk
issuance transactions, because the researchers take into consideration the
existence of different jurisdiction schools in Islam, which could cause the
variation in Fatwa and implications of Islamic finance instruments.
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The research questions cover several accounting issues, including the
accounting standards used during the issuance, using the SPV in Sukuk
structure, consolidation of the SPV, recognition of the assets from the
originators book and accounting classification of Sukuk certificate in the
financial statement.

The paper starts with an introduction. Afterwards, section two
elaborates literature review, an overview of Sukuk structures and accounting
issue as well. Section three demonstrates the methodology used and
explanation of the survey. Section four provides the research findings. Section
five concludes the paper.

II. Literature Review

Sukuk is a plural (what does this mean?) of Sakk; Sukuk is an Islamic financial
certificate that complies with Shariah principle and laws. Investment Sukuk
as defined by AAIOFI are the certificates of equal value representing
undivided shares in ownership of tangible assets, usufruct and services or (in
the ownership of) the assets of particular projects or special investment
activity. However, this is true after the receipt of the value of the Sukuk, the
closing of the subscription and employment of funds received for the purpose

of which the Sukuk were issued. (AAIOFI 2008).

This definition includes two important points; the first one is that
Sukuk holders must have real ownership of the asset of the specific project.
The second one is that the project and the Sukuk issuance procedure must be
consistent with Shariah principle.

Most of Sukuk issuance usually begin with same process, starting from
establishing the SPV (issuer), after that the originator transfers specific assets,
or the usufruct right of the assets to the SPV, then the Investors subscribe for
Sukuk and pay the proceeds to SPV, therefor the SPV issue Sukuk certificates
to Sukuk holder. The difference between the structures depends on the
contract between the SPV and the originator (lease, wakalah,...); after that we
back to the common steps which are to distribute the profit to the Sukuk
holder by the SPV and redeem the Sukuk at maturity. We can divide the
Sukuk into two phases, the first one is the general phase which is common in
most of Sukuk structures; the second one is a specific phase which depends on
the contracts used between the SPV and other parties. (Biancone and
Shakhatreh, 2015)

From the preceding discussion, many questions have arisen about the
accounting issue and transactions in the Sukuk, which are the main obstacles
to the originators; therefore this study aims to answer the ambiguous questions
and investigate the accounting treatment for issuing Sukuk.
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The previous studies explored the Sukuk structures and most of them
have focused on the accounting regulation and standards of Islamic financial
institution, but limited number of studies are about non-financial companies
which need to use the Islamic finance.

A study by (Mirza and Baydoun, 1999) stated that there exists a need
tor developing accounting and reporting standards that are relevant to Muslim
firm, because of the accounting and reporting practices of firms in Islamic
societies are likely to reflect the Islamic business contracts and business
practices. Moreover, the study showed that the Accounting standards for firms
in Islamic societies need to be broad and flexible.

According to (Lewis, 2001) In an Islamic society, the development of
accounting theory should be based on the provisions of Islamic law along with
other necessary principles and postulates which are not in conflict with Islamic
law. Two approaches suggest themselves:

a. Establish objectives based on the spirit of Islam and its teaching and then
consider these established objectives in relation to contemporary accounting

thought.

b. Start with objectives established in contemporary accounting thought, test
them against Islamic shari’a, accept those that are consistent with shari’a and
reject those that are not.

So far, Islamic accounting standards are limited to Islamic finance
institutions and the leader organization is the Accounting and Auditing
Organisation for Islamic Financial Institutions (AAOIFI), which is an Islamic
international autonomous non-for-profit corporate body that prepares
accounting, auditing, governance, ethics and Shariah standards for Islamic
financial institutions. AAOIFT has issued 48 Shariah standards, 26 financial
accounting standards, five auditing standards, seven governance standards,
and two ethics standards. According to (Lewis, 2001), AAOIFT has followed
the second approach when formulating accounting standards. It is taking into
consideration the international standards and practices which comply with
Islamic Shariah rules. AAOIFI financial accounting standards (FAS) give
guidance on, amongst others, presentation of financial statements for Islamic
financial institutions (IFIs), accounting treatment for specific Islamic finance
products and mechanisms.

A working group was established by The Asian-Oceanian Standard-
Setters Group (AOSSG) to investigate the financial reporting issues which
are related to Islamic finance; the objective of this Group is to facilitate
AOSSG members providing input and feedback to the IASB on the adequacy
and appropriateness of proposed and existing International Financial
Reporting Standards (IFRSs) to Islamic financial transactions and events.
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(AOSSG) is a grouping of the accounting standard-setters in the Asian-
Oceanian region. The group has been formed to discuss issues, share
experiences on the adoption of International Financial Reporting Standards
(IFRS) and to contribute to the development of a high-quality set of global
accounting standards.

(Rahman and Rahim, 2003) examined contemporary accounting
regulatory issues on investments in Islamic bonds or Sukuk. Their study also
highlights and discusses the requirements made by AAOIFTs Financial
Accounting Standard No.17 (FAS 17) on accounting for investments in
Islamic bonds or Sukuk. The standard setting out the principles for the
recognition, measurement, presentation and disclosure of investment Sukuk
by Islamic financial institutions. It concluded that the development of a new
discipline, called Islamic accounting, establishes an urgent need for the
accounting academics and practitioners to undertake studies that attempt to
understand how accounting is influenced by and adapted to the way the
economic system is organized and the philosophy underpinning its system.

(Sukor et al., 2008) aims to examine the contemporary accounting
regulatory issues on investment in Sukuk in Malaysia; it explained AAOIFI
new standard, FAS 17 which covers Islamic Investments including Sukuk, and
according to the standard, Islamic bonds should be classified into three
categories according to investment intentions, rather than two categories in
accordance to the period of holding as is the practice in the traditional
accounting.

a) Accounting standards

The first accounting issue is the accounting standards used by the Originator
during the Sukuk issuance. We assume that the International Accounting
standards are accepted and fit with Islamic finance, except the standards
incompatible with Shariah principle, because Islam is not against any
accounting standards unless they conflict with Shariah, at which the most
important principle is prohibition of (Riba) interest, although most business
activities must be permitted by Islamic law, and forbidding Gharar

(ambiguity) And Maysir (uncertainty).(Biancone and Radwan, 2015)

More than 100 countries currently subscribe to the International
Financial Reporting Standards (IFRS), while most other jurisdictions permit
the use of IFRS in at least some circumstances, or some countries use their
national standards which are based on IFRS,

(Asian-Oceanian Standard-Setters Group, 2011) survey found that the
term 'Islamic accounting standards ‘does not refer to a homogenous set of
standards. Instead, the term appears to refer to various sets of religiously-
influenced standards that can have markedly different requirements for similar
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transactions. While some requirements may be comparable with IFRS, others
are not. Foremost among Islamic accounting standards are those issued by
the Accounting and Auditing Organization for Islamic Financial Institutions
(AAOIFI), but some jurisdictions have locally-developed Islamic standards
which may or may not be based on AAOIFT standards. The survey has a
question about the financial reporting standards generally apply to entities
engaged in finance and from the 23 standard-setters that answered this
question, 47% (11 jurisdictions) replied that IFRS would generally apply to
entities engaged in finance, and another 35% (eight jurisdictions) replied that
national standards based on IFRS would apply. Most participants (78%) do

not have special reporting standards for Islamic finance.

Furthermore, using international standards to account for Sukuk
transactions would enhance the comparability and comprehensiveness of
financial report, and would allow to wide range of companies to engage with
Islamic finance instruments, without concern about the difference between
accounting standards.

By reviewing number of Sukuk issuance, we found that most of Sukuk
issuers (SPV) do not publish their financial report, but the financial result
should appear in the consolidated financial statement of the Originator
(parents companies). We found financial statement of one of the Sukuk issuer
(subsidiary) which is HM Treasury UK Sovereign Sukuk (UKSS). Both of the
Originator and issuer have published their financial report, and according to
(UKSS) financial report 2015, the company prepared their financial report in
accordance with IFRS.

b) Consolidate the SPV

The originator of Sukuk usually establishes SPV to issue Sukuk, whether it is
a sovereign or corporate Sukuk, This SPV is totally owned by the Originator,
the manager and staff recruitments have been doing by the originator. The
SPV has been established for specific purpose and activities, and accordingly
the Originator has a control of the subsidiary. According to (Collings, 2012)
A parent company only has a subsidiary when the parent controls that
subsidiary. If the parent doesn’t have control, it doesn’t have a subsidiary.
Then it accounts for its investment in a company as an associate under IAS
28 Investments in Associates or as a simple investment as a financial asset
under IAS 39 Financial Instruments. IFRS 10 says that a company has control
of another company (the investee) if (and only if) it has power over the
investee, which means that the investor has:

v" Rights that enable it to direct the subsidiary’s activities

v" Exposure, or rights, to variable returns from its involvement with the
investee
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v" Power over the investee to such an extent that it affects the amount of
return the investor receives from the investee. (Collings, 2012)

By returning to our example about (UKSS), this subsidiary is owned by HM
Treasury; it draws its staff resource from HM treasury and government legal
department, and operates in general under the governance and control
arrangements in place for the treasury, it has been consolidating from the
Originator as well.

c) Transfer of assets

Generally, the originator transfers an asset to a special purpose Vehicle (SPV).
This transfer could be a transfer of ownership of the assets, Or Right of
usufruct of Assets, and sometimes the transfer is arranged with an
arrangement for the assets to eventually be transferred back to the originator.
With regard to classification of Sukuk into asset back or asset based, under
asset-backed Sukuk the Sukuk holder has a resource to underling assets and
these assets must be separated from the originator books. While asset based
Sukuk, the Originator keeps the assets in his book, thus Sukuk holder has

beneficial ownership in the underlying assets.

Recognition of the assets from the originator books is a very important
and controversial issue, and related to other issues like the type of assets and
the classification of the certificate.

Under AAOIFI Shariah standard no.17 S 4.2, the investment Sukuk
represents a common share in the ownership of the assets made available for
investment, whether these are non-monetary assets, usufruct, services or
mixture of all.

Under UK finance act (2007/48A(1)/(b)) the Sukuk arrangements
identify assets, or a class of assets, which the (Sukuk Issuer) will acquire for
the purpose of generating income or gains directly or indirectly.

In our example (UKSS) the Sukuk assets was a 99-years Head lease on
the trust assets. The Issuer (UKSS) discloses this head lease under the financial
statement note. Department of Communities and Local Government DCLG
as Landlord will lease to the Trustee (UKSS) certain land and buildings (the
“Premises”) for a term of 99 years, together with the benefit of the Rights, in
consideration for the lease of the Premises; the Trustee (UKSS) shall pay a
Premium, which will be an amount equal to the proceeds of the issue of the
Certificates. Acquiring the head lease does not make any change in the
original assets. The issuer considers it as financial assets, which fall within the
category of loan and receivable and all the financial liabilities fall within the
category of financial liabilities at amortised cost as defined in IAS 39.
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English law stated that the issuer uses the subscription proceeds to
acquire assets, which are specified in the arrangement, and are held for the
benefit of the “Sukuk-holder”. Income generated from the assets is distributed
to the Sukuk holders and, on maturity of the Sukuk, the assets are sold under
pre-existing arrangements and the proceeds returned to the Sukuk-holder.
(Corporate Tax Act 2009 section 507 paragraph 1399)

d) Sukuk certificate

Exploring the Sukuk certificate definitions will lead to detect a
contradiction between the definitions and real practices, AAOIFI defined the
Investment Sukuk as the certificates of equal value representing undivided
shares in ownership of tangible assets, usufruct and services or (in the
ownership of) the assets of particular projects or special investment

activity.(AAOIFI, 2010)
In our example (UKSS), by looking to the balance sheet of the issuer,

we will find Investment account under noncurrent assets which is equal to
issuance value; it is classified as financial assets, and it comprises 99-year Head
lease as a lessee, and respects to the 5 years sublease of the trust assets back to
DCLG by the company as a lessor. On the other hand, Sukuk certificate
account appears under long term liability, company classified it as financial
liabilities. The certificate pays periodic distributions to investors at a rate of

2.036% per annum.

From our example, we conclude that Sukuk certificate is classified as
liability, and this issuance is governed by the English law, which is the most
used by the issuers. English law stated that “The arrangements are wholly or
partly treated in accordance with international accounting standards as a
financial liability of the bond-issuer (Sukuk issuer)”. Finance act
(2007/48A(1)/(i)). This means that Sukuk is liable; moreover under (ICTA,
S 417) a bond-holder is a loan creditor in respect of the bond-issuer.

An Islamic asset includes all valuable property resulting from previous
events belonging to the owner. Such an asset should not be usurped and if it
is obtained in a lawful (halal) way, it will have economic benefits for its owners.
Lawtful acquisition is a critical aspect of ‘asset’ in this context; rights to interest
income are never recognised. Liability is defined in Islam either as a faithful
obligation, or any debt to other persons or business entities. Again, in respect
to both, the paying of interest is prohibited. Finally, equity in residual benefits
is obtained directly from the financial evaluation and contrasting assets and

liabilities. (Lewis, 2001)

In this research we suggest four possible accounting classifications for
Sukuk certificate in the Balance sheet: the first possibility is under liability,
which is most used in previous issuance; in this case if it is normal liability, we
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think that the Originator can issue the Sukuk directly without the SPV. The
second option is under Owners equity, which we disagree with, because the
entitled to a number of rights, including receiving a regular flow of
information on developments of the company’s business and exerting voting
rights, but in case of Sukuk the holders are entitled to the profit but have no
voting rights because they do not own any portion of equity capital. The third
one is an intermediary between liability and owner equity; we agree with this
classification because according to Sukuk definitions the Sukuk is not liability
and also Sukuk holders are not owners. The fourth and last option is Contra
asset account, we suggest this option because we think that the assets appear
in the SPV balance sheet but in fact the real owner of this asset are the Sukuk
holders.

ITI. Research design and method

Qualitative research method has been used, Secondary data was collected by
exploring literature, accounting standards and previous Sukuk issuance. The
research analyses the information which is already available to make a critical
evaluation of the material. We are mainly depending on international
accounting standard (IFRS), International public sector accounting standards

(IPSAS), AAOIF], financial report, and English law.

Primary data was collected by using questionnaire. Online survey has
been used to obtain the accountant, academic and professional perceptions
about the research questions, which include the main accounting issue in
Sukuk, it includes 15 questions with a possibility to specify each answer, and
it was published by research gate and LinkedIn throughout the Islamic finance
groups and also by sending directly to the contents, it has been sent also by
email to 75 professors and academics who are specialist in Islamic finance, it
has been sent by email to 16 audit and accountant companies in golf, UK,
Malaysia and Indonesia.

The following are the main research questions used in our study:

v" Is it possible to apply IFRS in issuing Sukuk?

v Is the using of special purpose vehicle ( SPV) necessary to issue SUKUK?
v" Does the originator have the control over the SPV?

v" Should the Sukuk Originator consolidate the SPV?

v" Should the originator derecognize the assets from its book?

v' In case of transfer the beneficial interests in the assets, should the
originator keep the assets on its financial statements, and recognise a liability
related to the transfer?

International Journal of Islamic Economics and Finance Studies 103



JISEF

v' Could the repurchase option from the Sukuk originator effect on the
derecognition of the assets.

v" Are the Waa'd (promise) of repurchase the assets at the end of the sukuk’s
term considered as a liability?

v" Could Sukuk certificate represent a claim or liability? And if yes where it
should appear in the financial statement?

v" Could Sukuk certificate represent an Ownership of the assets? And if yes
where it should appear in the financial statement?

v" Could Sukuk certificate represent a Right of usufruct of Assets and its
future cash flows? And if yes where it should appear in the financial statement?

IV. Research finding

The survey was run between 5th June and 15th July 2015, unfortunately the
survey had received 25 on-line responses, and 64. % of the respondents were
from academics and only 12% from accountants.

The results showed that 68% of respondents were agreeing with the
possibility of using IFRS in issuing Sukuk, which means that most of the
respondents agreed that International Accounting standards are accepted and
applied in sukuk issuance process.

And regarding the consolidation of the SPV, the result showed that 60
% of respondents consider the SPV is necessary in issuing Sukuk, and 32%
thought that it depends on the type of Sukuk, but only 4% thought that the
originator could be the issuer without SPV.

In addition, 72% of respondents stated that the Originator has the
control over the SPV, and 52% of respondents replied that the Originator
should consolidate the SPV.

And about the transfer of assets to the SPV the result indicated that
52% of respondents replied that the assets should be derecognised from the
originators book, and 44% replied that it depends on the type of assets, and
only 4 % were stated that the originator should keep the asset in their books,
which mean that the assets have to be derecognised from the originators book;
one of respondents said that one asset cannot have double owners at 100
percent, and we are with the second group who replied that it depends on type
of assets. We asked those groups which assets should derecognize, and the
respondents choose tangible assets 7 times and right to use tangible assets 6
times, cash flow from tangible assets 4 times, and twice for intangible assets
and once for financial assets.

But in case of transfer the beneficial interests in the assets, the result
showed that 64% of the respondents agreed that the originator should keep
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the assets on its financial statements, and recognise a liability related to the
transfer, one of the respondents commented: the beneficial interest in assets is
classified as assets based sukuk, and the originator should keep the assets in
his books, and disclose the transfer under financial statement note, and
recognise a liability related to the transfer. 64% of the respondents reviled that
the promise of repurchase (Waa'd) from the Sukuk originator effects on
derecognition of the assets; in our opinion it depends if the Waa'd is
considered as a liability or not which is answered by the next question.

76% of respondents agreed that the Waa'd (promise) of repurchase the
assets at the end of the Sukuk’s term is considered as a liability, one of the
respondents added a comment: it is liability because failure to fulfil the Waa’d
will cause financial loss, another respondent said that it depends on the
contract if it is mandatory or not, and we agree with this comment.
And finally with regard to Sukuk classification, the result showed that 64% of
respondents agreed that Sukuk certificate represents the ownership of
underling assets, 35% of them replied that Sukuk certificate in this case should
appear under liability, and 20% under owner’s equity, and 30% under
intermediary account between owners’ equity and liability 10% stated that it
should be treated like contra assets account, 5% choose other.

While 60% of respondents agreed that Sukuk certificate represents
liability or claim on the SPV, 44.4% of them replied that Sukuk certificate
should appear under liability, and 16.7% under owner’s equity, and 27.8%
under intermediary account between owners’ equity and liability 11.1% stated
that it should be treated like contra assets account.

76% of respondents agreed that Sukuk certificate represents Right of usufruct
of Assets and its future cash flows, 40% of them replied that Sukuk certificate
should appear under liability, and 25% under owner’s equity, and 20% under
intermediary account between owners’ equity and liability 10% stated that it
should be treated like contra assets account, 5 % choose other.

V. Conclusion

The rapid growth of Sukuk industry and desire of many companies to use
Sukuk have been the motivation behind the study of accounting issue in Sukuk
issuance. Ambiguous accounting issue has been faced during exploring the
Sukuk issuance steps in non-financial companies; a survey was used to clarify
these issues. The result showed that IFRS are accepted to account for Sukuk
transactions. Most of respondents stated that creating SPV is necessary to
issuance Sukuk, and the originator has the control over the SPV, and it should
be consolidated by the originator and that in line with the IFRS.

The study indicated that in case of transferring the assets to the SPV, it
should be derecognised from the originator books, but in case of transfer the
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usufruct right the result showed that the originator keeps the assets in his
books and recognizes liability. It also showed that repurchase Waa'd is
considered as a liability and could effect on derecognition of assets. It
concludes that Sukuk certificate could represent ownership of assets, liability
or claim on the SPV and represent Right of usufruct of Assets, at which the
biggest part of respondents replied that Sukuk certificate should appear under
liability, this was against our expectations, because we assume that the
relationship between Sukuk holder and issuer is buyer-seller relationship, not
lender borrower relationship , and we think that if the Sukuk is liabilities, the
Originator can issue Sukuk without SPV and keep the assets in his books. Our
expectation was with the second group who choose the intermediary account
between liability and owner equity.

VI. Limitations and future research

This study is limited regarding to accounting issues in non-financial
companies, in order to help them to diversify their finance sources and to
overcome the accounting obstacles in Sukuk issuance, in the presence of the
organization concern only about Islamic banks and Islamic institutions. The
second limitation was about the type of Sukuk; this research explores the
Sukuk in general. It doesn’t investigate the accounting treatment to any
particular type of Sukuk. In the future, further research should be carried out
to explore the accounting treatment and the reporting practices of each type
of Sukuk. The last limitation was the number of respondents; the survey was
run between 5th June and 15th July 2015, unfortunately the survey had
received 25 on-line responses, we sent it by emails, Linkedin and Research
gate, we expected to receive more responses, especially from accountants and
auditors.
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1. Introduction

The origin of Islamic finance dates back to the dawn of Islam 1,400 years ago.
Historical books (e.g. Kitab Al-Tabaqat Al-Kubra written by Ibn Sa’d) written during
the early years of Islam indicated that during the 1st century of Islam (AD 600), some
forms of banking activities existed that were similar to modern banking transactions.
Hence, Ibn Sa’d (Omar ed. 2001, pp.101-102) revealed that Al-Zubair bin Al-Awam
(one of the most famous personalities in Islam) was accepting deposits from people as
loans and investing that money, and at the time of his death his debt had reached
2,200,000 dinar as counted by his son Abduallah. Also, Ibn Sa’d (Omar ed. 2001,
p-102) stated that Al-Zubair bin Al-Awam had several branches in different parts of
the Islamic Empire to return deposits to their owners. Some contemporary scholars
like Al-Ali call this collection of branches Al-Zubair Bank (Al-Ali cited in Nasser
1996).

In addition, during the rule of Marwan bin Al-Hakam (the fourth Umayyad
caliph) in the 1st century of Islam (8th century AD) goods sukuk were widely used as
a method of payment to the state’s soldiers and employees (Saraj cited in Nasser 1996,
p- 9).Furthermore, the writings of Al-Djahshiyari (1938), Al-Kubaisi (1979), Al-Ali
(1953, 1981), Al-Duri (1986, 1995), Fischel (1992), and Al-Hamdani (2000) show
that there were bankers called sarraffeen or sayarifah (singular sarraf) or jahabidhah
(banks called dawawin aljahabidhah) in the Islamic Empire (Chachi 2005). Also,
according to Chachi (2005), during the Abbasid-caliphs period (from the 8th century)
the term sarraffeen was used to refer to financial clerks, experts in matters of coins,
skilled money examiners, treasury receivers, government cashiers, money changers, or
collectors to designate the well known, licensed merchant bankers in those times.
Moreover, the first check in history was drawn by a sarraf in Baghdad in the 4th
century AH (10th century AD), and it was written by the prince of Aleppo, Saif Al-
Dawla Al-Hamadani (the check amount was 1000 dinar;).

The thriving of commercial activities during Abbasid dynasty, ruled
from 750 to 1258 AD, led to the establishment of banks. The funding sources
of those banks were banks’ profits (money exchange, currency evaluation,
lending) and deposits made by the public and state. There were two types of
banks: state and private banks. The earlier established to advance loans to the
government, which secured by the government tax revenues. The first state
bank incorporated in 300 AD by the vizier Ali b. Isa during Al-Muqtadir
reign. Ali b. Isa requested from two Jewish merchant and bankers, Yusuf b.
Pinkhas and Harun b. Imran, to establish a bank to advance loans to the
government (150,000 Dirham in the beginning of each month), and they will
collect the tax revenues of Ahwaz region in return. This implies that they will
get an amount above the principle and this amount is considered an
administration fee not interest. It is worth mentioning that the bank operated
for 16 years.
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Muslims also established banking schools to teach the rules and the
regulations of the industry. So, it can be said that there was a will developed
financial system in the Islamic empire, Nasser (1996, pp. 15-16) stated that
Muslims contributed greatly to the development of banking practices because,
during the Islamic empire, there was

1. A legislative system, which included firm rules and regulations to
govern all transactions;

2. A strong judicial system, which was capable of enforcing all legitimate
contracts;

3. Different kinds of commercial papers and banknotes that were widely
accepted, such as promissory notes (reqaah al-sayarifah), bills of exchange

(suftaja), and goods sukuk; and

4. Licensed bankers, who had offices or agencies in different parts of the
Islamic Empire and accepted deposits, assigned debt (hawalah), exchanged
money, issued banknotes, and performed many other services.

Beginning with the decline of the Islamic Empire from about the 12th
Century AD, the rule of the sarraffeen began to weaken. Their loss of power
within society can be ttributed to several internal and external factors (Chachi
2005).

Islamic civilization began to decline toward the end of the 12th century.
There was some respite during the Ottoman Empire (1299-1923), and then
the decline resumed and has continued up to the present. This period of
decline is known as Usur al-inhitat, or the Age of Decline. This allowed
Western influence to increase throughout Islamic countries, especially
through colonization.

Under European influence, many Islamic countries began to adopt a
Western banking model in the 19th century. This started by opening branches
of foreign banks or by establishing banks within countries. For instance, in
Egypt, the first conventional bank opened its doors in 1856 under the name
Bank of Egypt. This bank was a branch of an English bank but was closed in
1911. The National Bank of Egypt was established in 1898 by Ralph Suarez
and Constantine Salvagos (Jewish businessmen) with an English partner; the

bank is still in operation today (Nasser 1996; National Bank of Egypt 2009).

This trend continued in all Islamic countries until the middle of the
20th century, when the calls to establish Islamic financial institutions gained
momentum with the independence of some colonized Islamic countries. This
led to the establishment of the first commercial Islamic bank in the world,
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Dubai Islamic Bank, in 1975. Since then the number of Islamic banks around
the world boomed, and many of the banks established in the early 1970s and
1980s are still in operation today. Moreover, the global market of sharia
compliant assets reached $2 trillion in 2014, banks accounts for about 80% of
the assets, sukuk 16%, funds 4%, and takaful 1% (UKIF 2014).

2. Trends of Islamic Banking in Europe and North America

The number of Muslims in Europe and North America is estimated to be 47
million in 2010, about 10 percent of the population (Pew Research Center
2011). The center also predicted that Muslims would make 10.2 percent of
the population in 2030, 67 million (See Table 1).

In the late 1970s, Islamic finance began to develop in Europe, and many
European financial intuitions perceive it as a profitable opportunity to create
new business. The first attempt at Islamic banking in the Western world took
place in Luxembourg in 1978, when the Islamic Finance House Universal
Holding S.A was established®. In 1981, Dar Al-Maal Al-Islami Trust,
meaning “House of Islamic Funds,” was established in the Commonwealth of
the Bahamas on July 27, 1981, but its headquarters have been in Switzerland,
and the group’s chairman is the Saudi prince Mohammad Al-Fisal (Bekkin
2007).

63 The bank formerly known as the Islamic Banking System International Holding, the name
changed due to changes in Luxemburg banking laws in 1985 (Haghtalab 2009).
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Table 1: Potential market size in the west for Islamic banks

Estimated Percent Projected Projected

Country Population in Mauslim Populationin | Percent

2010 2030 Muslim
Bosnia and Herzegovina 1,564,000 41.6 1,503,000 42.7
France 4,704,000 7.5 6,860,000 10.3
Germany 4,119,000 5.0 5,545,000 7.1
Ttaly 1,583,000 2.6 3,199,000 5.4
Ireland 43,000 0.9 125,000 2.2
Luxembourg 11,000 2.3 14,000 2.3
Switzerland 433,000 5.7 663,000 8.1
United Kingdom 2,869,000 4.6 5,567,000 8.2
United States of 2,595,000 0.8 6,216,000 1.7
Canada 940,000 2.8 2,661,000 6.6

Source: Pew Research Center 2011

This trend continued all over Europe, as fully-fledged Islamic banks or
branches of established Islamic banks emerged in different countries. Later in
the 1908sIslamic finance industry started to develop in North America.

Thus, the theme of this this paper is to look at the development of
Islamic finance industry, the reasons behind the growing interest on it and the
impediments facing it in the west.

2.1 Bosnia and Herzegovina

The first initiative to establish Islamic bank in in the country was in 1992, at
that time the law allowed it, when Vakufska bank d.d. Sarajevo was formed
(Ergun and Djedovic 2011). The attempt was unsuccessful; the bank operated
on interest principles rather than Shariah principles (Ergun and Djedovic
2011). In 1996, Orient bank d.d. Sarajevo established and considered a real
attempt to establish a bank on the principle of Islamic finance. The bank
provided loans based on Shariah principles, but the bank closed for not
satisfying the required capital.

The only Islamic bank in the country is Bosna Bank International
(BBI), which was established on October 19, 2000. The founders were Islamic
Development Bank (with a 45.46% share), Dubai Islamic Bank (with a
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27.27% share), and Abu Dhabi Islamic Bank (with a 27.27% share; Bosna
Bank International 2009). The bank has a capital of KIM 47,5 million and an
authorized capital of $300 million (Bosna Bank International 2009). The
bank's total assets grown by 24.2 percent yearly from 2007 to 2012 and by 34.4
percent from 2013 to 2014, deposits increased by 24.7 percent and total
financing grown by 23 percent (IFN 2015).

The government is reviewing the legal framework to make provisions
for Islamic banking. However, the process is still in progress despite the fact
that more than 40 percent of the population is Muslims. This because the
House of Peoples of Bosnia and Herzegovina® is blocking any legislative
related to Islamic finance industry. Thus, the development of Islamic finance

in the country lies largely on the shoulders of the country’s sole Islamic bank
(IFN 2015).

To this end, the bank started to increase awareness about Islamic
Finance industry in the country. Since 2012 the bank launched two Master's
program in collaboration with the School of Economics and Business Sarajevo
(SEBS) at the State University of Sarajevo, offered scholarships as well as
establishing BBI Academy. In addition, the bank created BBI VIP business
club to increase the interaction between businesses and major players in
Islamic finance market.

Finally, the growth of Islamic finance industry will remain limited
without the support of regulators/government.

2.2. France
France has the highest percentage of Muslims in the West, Table 1. As a

result, the French government took positive steps in 2008 to implement
Islamic finance in the country, changing its tax laws to ensure that Islamic
modes of financing do not attract extra tax penalties (‘France and Hong Kong
encourage Islamic finance’ 2009). Before that in December 2007,
EUROPLACE, the organization that promotes Paris role as a financial
center, established the Islamic Finance Commission (Rihab and Hassan
2015). Also, at the second French Forum of Islamic Finance held in Paris in
November 2008, Minister of Economy Christine Lagarde claimed, “We are
determined to make Paris an important site for Islamic finance” (‘Islamic
finance has setback in UK, shows progress in France’ 2009). The French

government’s stance encouraged some firms to move to France, such as

64 Tts establishment was due to Dayton agreement in 1995 and has 15 members equally
distributed among the three ethnic groups. This to insure no law is passed unless all three groups
agree on it.
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Islamic Finance Advisory and Assurance Services (a UK-based shariah-
compliance advisory firm), Al-Baraka Islamic Bank from Bahrain, Qatar
Islamic Bank (which already has offices in London), and Kuwait Finance
House (France and Hong Kong encourage Islamic finance’ 2009; ‘Islamic
finance has setback in UK, shows progress in France’ 2009).

Furthermore, on September 17, 2009, the French parliament passed a
law designed to facilitate the issuance of Sukuk (‘French parliament adopts
Sukuk law’ 2009). This led to issuance of first French Sukuk in 2011 with a
value of $6 million or Euro 5 million in French fast food sector (Rihab and

Hassan 2015).

In June 2011, a conventional bank introduced the first Islamic deposit
scheme via its Islamic window. The success of the offer paved the way to
launch an Islamic home finance product, a 10-year Murabahah contract,
which met by strong demand because the product has been a key requirement

for French Muslims.

In 2012, Swiss Life launched Europe’s first family 7akaful product in
France, followed by Visit Life and FWU's (both parent companies based in
Luxembourg). This number of companies is small considering the laws are

compatible with the demands of 7akafualindustry.

By 2013, there were six Islamic funds in France with total assets under
management of $147.2 million (Caristi et al. 2013).

The only bank offering Islamic financial products is Chaabi Bank, the
European subsidiary of the Moroccan bank, as it announced the launch of the
first French retail banking products on 25 June 2011. By 2012, the bank was
offering Islamic retail products and had established a Shariah board (Chaabi
Bank 2012). The bank increased its branches until reached 20 in 2015. Also,
Al-Baraka bank planned to launch operations in the country by 2012 (Foster
2011), but had not done so as of this writing (December 2015). Meanwhile,
the French banks do not offer any Islamic products inside France. For
example, BNP Paribas and Societe Generale are major players in the Islamic
banking sector, as the former offers wholesale products outside France and the
latter has Islamic branches in the Gulf Cooperation Council (GCC) countries.

The government supported initiatives of introducing Islamic finance in
its education system, it announced in June 2008 its support to a program titled
“Islamic Banking and Finance” offered by National Research Agency
(government institute; Belabes and Belouafi 2012). Since then four institutes
offered degrees in Islamic finance: French Institute for Islamic Studies and

Sciences (25 November 2008); Strasbourg Management School (21 January
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2009); University Paris-Dauphine (18 November 2009); Reims (January
2012). The major breakthrough came in on January 8, 2011 when the
University Paris 1 Pantheon — Sorbonne and King Abdulaziz University
through its Islamic Economics Institute (IEI) affiliate created the Chair for
Ethics and Financial Norms.

All of this point out that the Islamic finance has potential to develop
turther in France.

2.3. Germany

Germany have the largest Muslim population in Western Europe after
France. There number estimated to be 4.1 million in 2010, mainly Turks.
Thus, it is not strange that Islamic finance in Germany started from within

the Turkish community.

In the 1990’s several Turkish companies moved into German market
and began offering Islamic finance products, they intensively advertised in
Mosques. Those companies (eg, Kombassan Holding, Yibitas Holding and
Yimpas Holding) through its holdings attracted 200-300 thousand Muslim
customers. They were successful in the beginning, but later defaulted and the
estimated amount lost due to this fraud ranged between €5 billion to €50
billion (Farhoush and Mahlknecht 2013). The negative experience of so-
called "Islamic holding" hampered the development of Islamic finance in
Germany. On the other hand, this experience demonstrated the financial
power of the Muslim community and that Islamic finance has a potential
market in Germany. Furthermore, a recent survey (2010) indicated that 72
percent of Muslims in Germany are interested in Islamic finance products if

offered by a German bank (Bilz 2011).

The German Commerzbank, one of the pioneers in the field of Islamic
banking, launched in January 2001 Al-Sukoor European equity fund in
cooperation with Dallah Al-Barakh Bank targeting investors from Gulf
countries and Germany. The fund closed in 2005 as it collected €4 million
instead of the envisaged €20 million (Schoenenbach 2013). According to
Chahboune and Zaid El-Mogaddedi (2008; cited in Colditz 2009) the reason
behind the failure of the fund is the improper marketing in Germany and the
events followed September, 2001. The bank later focused its Islamic
operations in countries with Muslim majority. In 27 July 2006, Deutsche Bank
incorporated Deutsche Noor Islamic Funds Plc (formerly known as DWS
Noor Islamic Funds Plc) in Ireland. The company is an open-ended umbrella
investment company. It launched five Shariah funds in 2006 concentrating on
equities as well as precious metals securities (Colditz 2009).
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The first quasi-sovereign sukuk in Europe was issued in Germany by
the German State of Saxony-Anhalt on July 31, 2006, at 100 million euros
with a floating return based on a 6-month Euribor rate plus 1% (Wilson
2007). The issued Sukuk incorporated in Netherlands to avoid taxes and
targeted investors from the Middle East and Europe (Colditz 2009). In 1
December 2009, Meridio (an asset management firm) launched an Islamic
fund incorporated in Luxembourg. However, the fund liquidated in 29 May
2012 due to insufficient demand even though it extensively advertised in
public media.

The German government does not formally support Islamic banking,
perhaps in part because the German government is reluctant to accept
Muslims’ presence in society and in part because Muslims have not positioned
themselves as attractive customers (EL-Mogaddedi 2007). In addition,
German banking regulations still do not allow trade based on Islamic
transactions and the taxation laws are not favorable to Islamic banking

(Schoenenbach 2011).

However, Bundesbank and German Federal Financial Supervisory
Authority organized a conference on Islamic finance in October 2009. In
October 2012, Kuveyt Turk Participation Bank, which is an Islamic bank in
Turkey, applied for a license and after three years in July 20, 2015 opened a
branch in Frankfurt.

To sum up, Islamic finance in Germany still in its early stages and has
long way to go.

2.4, Italy

The history of Islam in Italy began in 827 AC when Muslims conquered
Mazara Del Vallo (city in Sicily), and ended by the distraction of last Islamic
settlement of Lucera in Puglia in 1300 AC by European Christians.

In the1970s, the first trickle of Muslim immigrants from Africa began
arriving. Nowadays there are approximately one million Muslims in Italy,

Table 1.

The first milestone for Islamic finance in Italy took place in January
1994 when a conference on Islamic Banking in Italy held in Roma. The
conference sponsored by Banca di Roma and organized by Universita di Tor
Vergata under the supervision of prof. Francesco Castro, the conference based

on previous studies published by the Istituto per 1'Oriente (ASSIAF 2015).
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This followed by a ground breaking publication by Alberto Brugnoni® in
1997. Later in December 2002, asociazione Bancaria Italiana organized a
conference about Islamic banks in Rome.

This led to the first Islamic transaction in Italy that constructed and
tunded by ASSAIF. The transaction, based on Murabaha principle, happened
in Pavia city in October 2006 with a cost of €290 thousand were a warehouse
been acquired by special purpose vehicle (SPV) and then transferred to local
Muslim association for its use as a cultural center (Brugnoni 2006). After two
months it followed by an Jjarah wa igtina transaction, which required several
months of legal and fiscal work, performed by ASSAIF members. The two
transaction fully satisfied Shariaha requirements and Italian civil code,
nonetheless the transactions were pricy due to double stamp issue. While the
first Islamic bank in Italy was Mediobanca (investment bank), a conventional
bank that offers Islamic financial products (wholesale), bank president was

Alberto Brugnoni.

The Italian Banking Association organized two conferences in 2007
and 2008, which resulted in the signing of a Memorandum of Understanding
by the Italian Banking Association and the Union of Arab Banks aiming at an
enhanced cooperation between Italian and Arabic banks (Colditz 2009).
Nevertheless, the Italian regulatory system may hinder the operation of
Islamic banks. The Italian banking system guaranteed the repayment of
received deposit, (Art.1834 of the Civil Code). Also, regulations restrained
banks from engaging in brokerage activities, banks are not allowed to own
shares in the financed industrial business (Art 19 of the Consolidation Law).
However, the European "mutual recognition of banking licenses" principle
will allow Islamic banks in European countries to open branches in Italy and
offer Islamic financial products. Moreover, there are no Shariah supervisor
board to advise the central bank about Islamic finance products and contracts.

Regarding education, Italy did not take the plunge to introduce Islamic
finance in its education system. The only specific course existing today about
Islamic finance is within a Master degree program, Development Economics

and International Cooperation, offered by University of Rome Tor (Cattelan
2012).

6 Alberto Brugnoni, banker and founder and manager director of organization Associazione
per lo Sviluppo di Strumenti Alternativi e di Innovazione Finanziaria (ASSAIF) the oldest
European consultancy on Islamic finance. In the mid-1980s, he pioneered some of the first
Islamic transactions in Europe. He engineered many Islamic financial transactions in Europe

and Asia.
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Islamic finance industry in Italy will grow if these issues resolved.
Alberto Brugnoni (2008) pointed out that the Islamic financial service
industry in Italy has considerable growth potential. He listed several reasons
for this, including demand from the Italian Muslim community, the growth
of the ethical banking market in Europe (especially Italy), Italy’s location on
the Mediterranean Sea, and the country’s proximity to the Arab world, which
has resulted in an already existing “multi-billion dollar trade balance with the
GCC” (Colditz 2009, p. 85). In 2010, a study by the central bank highlighted
that the spread of Islamic financial industry will attract funds from Arabic
states and facilities the trade between Italian companies and Islamic countries.

2.5. Ireland

Ireland is planning to become the center of Islamic finance in Europe to
benefit from the Islamic funds to revive its economy. The Irish government
aims to attract funds from GCC countries, already signed several Double
Taxation Agreements with Gulf States. Also, it is targeting ethical investors
and Muslims community in Ireland.

Islamic banking introduced in Ireland in the 27th of March 2003 when
Oasis Global Management Company (Ireland) Limited received approval for
the launch of two open-ended investment companies, Oasis Global
Investment Fund (Ireland) plc and Oasis Crescent Global Investment Fund
(Ireland) plc in Ireland®. In May 2004, Arab Banking Corporation (ABC)
signed an agreement with the Bristol & West, one of the leading mortgage
providers in the UK and part of the Bank of Ireland Group to launch an
Islamic home financing scheme. The year after, the first Sukuk was listed on
the Irish Stock Exchange. In 2011, the first Shariah compliant instruments
approved by the Central Bank of Ireland, 35 such instrument approved to
date, and by July 2014, 10 Shariah compliant funds and a corresponding 31
sub-funds authorized by the Central Bank of Ireland (all funds are UCITS
except for one unit trust; Moloney 2015). In 2012, CIMB-Principal Islamic
Asset Management Sdn Bhd (CIMB-Principal Islamic; Malaysia) launched
an Islamic fund platform in Ireland. In the same year, another Malaysian firm,
Amanie Advisors, opened an office in Dublin.

The Irish government amended its Tax laws, section 39 of the finance
Act 2010 and section 36 Of the finance Act 2012 made Islamic financial
products competitive. In addition, ‘Strategy for the IFSC in Ireland 2011-

% The two companies comply with the European Communities Undertakings for Collective
Investment in Transferable Securities (UCITS) as well as the Irish Financial Services
Regulatory Authority.
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2016’ published by the government in 2010 emphasized on the importance of
Islamic finance to Irish economy. In addition, Chartered Institute of
Management Accountants (CIMA) has launched a diploma in Islamic
Finance in Ireland in 2012.

However, there are no central Shariah board in Ireland to ensure that
transactions or products are Shariah compliant (Moloney 2015).

2.6. Luxembourg

Long before the UK, Luxembourg was the laboratory of Islamic finance in
Europe. The first Islamic financial institution on Western soil, Islamic
Finance House Universal Holding S.A, was licensed to operate in the country
in 1978 (Abdul Rahim 2007). The first shariah-compliant insurance company
in mainland Europe was established in the country by a Bahraini Solidarity
Group in 1983 (Bataineh 2010). In 2002, Luxembourg stock exchange
became the first country in Europe to list sukuk.

The government and many financial institutions support initiatives to
promote Islamic finance. For instance, the Luxembourg Law of 22 March
2004 on securitization revised to allow the issuance of Sukuk. In November
23, 2009, the Central Bank of Luxembourg (LCB) became a member in the
Islamic Financial Services Board (IFSB) making it the first European central
bank to join IFSB. In 2010, Luxembourg Tax Authority clarified the tax
treatment, direct and indirect, of some Islamic finance products. In December
2010, Luxembourg became the first European country to adopt the
Undertakings for Collective Investment in Transferable Securities Directive
(UCITS 1V) which allow funds, conventional and Islamic, to move freely
based on a single authorization from any member state. In the same year,
Luxembourg Central Bank became a founding member of the International
Islamic Liquidity Management Corporation. Luxembourg itself issued the
first sovereign sukuk to be denominated in euro, in 2014.

By 2015, Luxembourg managed more than €5 billion of Islamic assets;
111 Islamic funds are domiciled in Luxembourg and more than 16 sukuklisted

on the exchange (Ernst & Young 2015).

Regarding education, there are no Islamic finance degrees offered in
Luxembourg. However, the Université Catholique de Louvainin in
association with ISFIN launched in 2015 the first university diploma in
Islamic Finance in the Benelux®.

67 Politico-economic union of three neighboring states: Belgium, Netherlands, Luxembourg.
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2.7. Switzerland

In October 2006 the Swiss Federal Banking Commission awarded a full
banking license to Faisal Private Bank (Fisal Private Bank 2006). This marked
the launch of the first Islamic bank to operate in Switzerland. Dar Al-Maal
Al-Islami Trust (DMI), which incorporated in Switzerland in 1982, was the
major shareholder of Faisal Private Bank. In November 2012, the bank
converted its operations in Switzerland to a family office. This because the
bank did not met the Swiss government’s new regulation on minim capital

requirements; additionally the bank’s real estate portfolio faced problems
when prices fell (Reuters 2012b).

Islamic finance assets in Switzerland is near 7 billion $US which makes
0.40 per cent of the global Islamic finance assets. Regarding education the
Geneva business school recently launched a master program specialized in
Islamic finance.

2.8. United Kingdom

Although the first Islamic bank in the West was established in Luxembourg,
the UK has been the gateway for Islamic finance to enter Europe. The
majority of Islamic banks that operate in Europe are located in the UK because
the UK has encouraged Islamic banking activities for years. The existence of
the Islamic finance transaction in London dates back to the 1980s, when
Islamic banks based in the GCC countries used commodity murabaha
transactions through London Metal Exchange as a tool for liquidity
management (Wilson 2007). Also, DMI opened an office in London in 1982
to provide funds for Luxembourg Investment Company and Luxembourg
Takaful Company, and one year later DMI established 7akafu/ UK Limited
to cater for the need of British Muslims (Belouafi and Chachi 2014). In 1983,
Al-Baraka Bank obtained a license to operate in UK. The bank did launch its
business until it opened three branches, two in London in 1988 and 1989 and
a branch in Birmingham in 1991 (Belouafi and Chachi 2014). However, due
to regulatory issues the bank closed as bank in June 1993, but continued to
operate as an investment company (Housby 2013 cited in Belouafi and Chachi
2014). The first Islamic fund launched by British investment bank Kleinwort

Benson® in 1986 aiming to draw funds from Gulf State countries.

68 In 2009 acquired by RH] International
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In another development of Islamic banking in the UK, the United Bank
t%, which was established in London in 1966 to serve Kuwaiti
overseas financial and commercial interests, established an Islamic division in
1991 under the name Islamic Investment Banking Unit. The bank offered
house purchasing product which given the name Manzil The scheme was
based on Murabaha principle but in 1999 it introduced Jjarah mortgage
version which proved to be more popular (Housby 2013 cited in Belouafi and
Chachi 2014).

of Kuwai

Since the early 2000s, the British government has introduced several
changes to its taxation and legislative system to remove obstacles from the
development of Islamic finance in the country. The Finance Act of 2003
exempted Islamic banks from being taxed twice on the purchase and sale of
property, which marked the first significant change in favor of Islamic banking
(Ainley et al. 2007). In July the same year 2003, HSBC™ introduced an
Islamic current account and Islamic home purchase finance in the United

Kingdom under the name Amanah that means trust (Belouafi and Chachi
2014).

Moreover, the Finance Acts of 2005 and 2006 made Islamic financial
products equal to conventional products, and the Finance Act of 2007 clarified
the tax framework for Sukuk (Ainley et al. 2007). The policy stance of the
Financial Service Authority (the regulating body of the banking industry in
the country) toward Islamic banking is “no obstacles, no special favors” (Ainley
et al. 2007). In addition, the deposits division of the Financial Service
Authority employs specialists in Islamic Banking to supervise Islamic financial
institutions. In 2009, UK relieved tax on capital gains to facilitate the issuance
of Sukuk and in January 2010, the government gave more strength to this
provision. And in 2014 the government sold £200 million of Sukuk, maturing
2019, for investors based in UK and in major hubs in Islamic finance industry
around the globe making it the first EU country to issue sovereign Sukuk

(UKIFS 2014).
By 2008, the UK had six full-fledged Islamic banks: Al Rayan Bank

(formerly known as Islamic Bank of Britain ; 2004), European Islamic
Investment Bank (2005) , Bank of London and the Middle East (2007),
Gatehouse Bank (2008), European Finance House (2008), and Abu Dhabi
Islamic Bank (2013). The total assets of these banks $3.6 billion by the end of

% In August 2000, the United Bank of Kuwait merged with Al-Ahli Bank and formed Al-
Ahli United Bank.

7 One of the largest banking and financial services organizations in the world.
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2014 (UKIFS 2014). Also, some conventional banks in the country offer
Islamic financial products, 16 banks. In addition, the Bank of England has
joined the IFSB in December 9, 2015.

These developments accompanied by offering postgraduate programs
in Islamic banking and finance at UK universities. The first educational
institute to introduce teaching of Islamic economic and finance in academia
was the University of Loughborough in October 1995, part of one of its MSc
modules, and later in 1996 offered full MSc course as well as PhD program
(the first of their kind in the Western world; Rahman 2004 cited in Hassan
2012). The number of universities offering programs in Islamic finance in UK
increased responding to the increase in demand. By the end of 2013, there are
49 universities and colleges offering Islamic finance programs in UK (Global

Islamic Finance Education Special Report 2013).
2.9. United States of America

The number of Muslims in the United States is somewhere between 2 and 7
million. The CIA World Fact Book, July 2015, estimated the number to be
1.9 million representing 0.6 percent of the entire population. Pew Research
Center’s 2015 The Future of Global Muslim Population study found that
Muslims represent 0.8 percent of the U.S population, Table 1. This variation
related to the fact that U.S. Census Bureau is not permitted to include a
question about a respondent’s religion unlike Canada. Regardless of which
numbers are used Muslims population will not exceed 2 percent. And they
mainly concentrated in Boston, New York City, Washington, DC, Atlanta,
Chicago, Detroit, Minneapolis-St. Paul, Houston, Dallas, Los Angeles and
San Francisco. This demographical concentration allowed Islamic financial
institutions to develop on those areas (Goud 2009). The US government also
has shown interest in Islamic finance; in April 2002, for instance, a seminar
was held in the US Department of the Treasury under the name Islamic
Finance 101”. The second Islamic Finance 101 seminar took place in
November 6, 2008. The aim of these seminars was to inform the policy
community about Islamic financial services.

The history of Islamic finance in the United States began in the mid of
1980's after twelve years of its existence in other parts of the world. The story
of retail Islamic finance in the United State began in 1984 when Yaqub Mirza

"t The seminar held after the meeting, in Bahrain, between AAOIFI officials and then-
Secretary of the Treasury Paul O'Neill in 2002 who requested his deputy secretary for
international affairs John B. Taylor to reach out to the Islamic financial industry in the US.
(Goud 2009). The event organized by the Treasury Department and Harvard University in
Washington, DC.
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and Bassam Osman’?, two members of the North American Islamic Trust”,
introduced the concept of Amana Funds and mutual funds to the market for
the first time in Indianapolis, IN. They sought assistance from Nicholas
Kaiser, who was then portfolio manager and partner at Unified Management
Corporation, based in Indianapolis, IN. Later in June 1986, Amana Income
Fund began operations. This led to incorporation of Saturna Capital’™ in
Bellingham, Washington in July 1989, which managed the fund. Amana
Income Fund assets in 1987 were $3.2 million and grew to exceed $10 million
in 1994 (Goud 2009). The second fund (Amana Growth) launched in
February 3, 1994.The inception of the third fund which called “Amana
Developing World Fund” happened after fifteen years, September 28, 2009.
In 28 September 2015, the fourth fund launched under the name “Amana
Participation Fund”. As of September 30, 2015 the four fund family has a net
assets of more than $US3.3billion (Saturna Capital 2015).The same as Amana
Funds, American Finance House-LARIBA its capital came from a group of
dedicated Muslims how invested $10,000 each to raise a capital of $200,000
to start the company (Abdurrahman 2010). In 1998 LARIBA acquired the
Bank of Whittier; later in 2001 it received approval for financing from the
Federal Home Loan Mortgage Corporation (Freddie Mac) which considered
a landmark in the industry according to Goud (2009).

The first milestone for Islamic finance in the United States took place
in the late 1990s, when the New York branch of United Bank of Kuwait
obtained two interpretive letters issued by the Office of the Comptroller of
the Currency to offer Islamic retail banking services in the country (Jammeh
2010; Zyp 2009). The first approval letter was issued in 1997, which involved
a residential net lease-to-own home-finance product through an jjarah wa
igtina contract (product developed by Samad Group/CIHF Partners based in
Ypsilanti, Michigan). Under this scheme, the Office of the Comptroller of the
Currency determined that United Bank of Kuwait would act as “riskless
principal” because the bank would not buy real estate until the lessee requested

2Yaqub Mirza, Ph.D, member of the Islamic Society of North America (INSA), and President
and CEO of Sterling Management Group, Inc. (founded 1998). Also, Bassam Osman is a
member of INSA and managed its investments since 1976. Later in May 2001, he established
Iman fund.

73 A financial subsidiary of the Islamic Society of North America (ISNA; based in Plainfield,
Indiana), founded in 1973 in Indiana by members of the Muslim Students Association of the
U.S. & Canada. It is nonprofit organization and it owns Islamic properties and promotes wagt”
in North America.

7 Nicholas Kaiser sold his shares in Unified Management Corporation to establish Saturna
Capital.
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it and then rent it to the lessee (Zyp 2009). The bank would hold the legal
title of the property until the payment of the final lease installment, at which
point the lessee would take the title of the property. The second letter was
issued in 1999 in response to the bank’s proposal to offer certain murabaha-
based financing products. Similar to the previous scheme, the Office of the
Comptroller of the Currency viewed the bank as acting as “riskless principal”
in such transactions and therefore permitted the activity. The bank ceased its
operations in the United States in 2000 after its merger with the Al-Ahli
Commercial Bank of Bahrain. The Bank bought and leased back 60 homes
for American Muslims before closing (Sachs 2001) and its main markets were
California and Connecticut.

In another development of Islamic finance industry in the United State,
Failaka Advisors launched in 1996 in Chicago, Illinois. The company
provided gauging for the performance of Islamic mutual funds. However,
there still a gab in the market which filled by the launch of Dow Jones Islamic
Market Indexes (DJIM; initial consists of eight indices) on the NYSE in
February 1999. The index became the industry benchmark for equity
screening. The number of indices increased to over 70 as at July 2009 (Goud
2009). The index adopted by the Accounting and Auditing Organization for
Islamic Financial Institutions (AAOIFI)-Standard 21on financial papers. The
arrival of DJIM other indices launched such as FTSE and Morgan Stanley
Capital International (MSCI), and other closed.

Also in 1999, the mortgage company HSBC” was authorized by the
New York State Banking Department to offer a murabaha product for real
estate financing .However, HSBC’s New York City office had limited success,
wrote about $50 million in Islamic mortgages since 2001 and stopped offering

them in December 2006 (Pincus 2007).
In 2002, Guidance Residential (formally called Guidance Financial),

subsidiary of Guidance Financial Group’, incorporated to provide retail home
financing to its customers using diminishing Musharakah transactions. The
company initial target markets were Washington DC, Maryland and Virginia
suburbs. It began following an agreement with Freddie Mac to finance $200
million in home finance purchases (Goud 2009), which eventually rose to
more than $3.5 billion by the end of 2015 and have presence in 32 states
(Guidance Residential 2015). The bank operations is covering 32 states. After

> HSBC Mortgage Corporation, formerly known as Marine Midland Mortgage Corporation,
founded in 1988.

7 Founded by Dr. Mohamad Hammour.
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one year from the inception of Guidance Residential, Chicago-based Devon
Bank (Member FDIC) which owned by a Jewish family launched its Islamic
division. The bank in 10 January, 2005 started selling its Islamic home
financing products to Freddie Mac. In the same year in December University
Islamic Financial Corporation (UIFC)”, subsidiary of University Bank’
(located in Ann Arbor-Michigan; Member FDIC), was established. Stephen
Lange Ranzini and Joseph Ranzini acquire the majority of University Bank
shares in 1988. In 1996, Stephen Ranzini replaced the bank original
management and in late 1997 became involved in the bank’s day-to-day
management. He played a role in launching UIFC. In addition to home
finance product, the bank also offers deposit products developed by SHAPE
Financial”. The deposit product has attracted $20 million in deposits and the
returns based on the return on the company’s home finance products (Goud

2009).

In the past 15 years, small Islamic financial institution have entered the
market like African Development Center which started by Hussain Samatar,
former banker, in 2003 in Minneapolis-St. Paul, Minnesota. The center
provided business and entrepreneurial training and Shariah compliant
financing to American Muslim immigrants especially Somalis (Goud 2009).
The center in 2011 opened a new office in Rochester, MN. In addition,
conventional institutes started to offer Islamic products including Broadway

Bank, Lincoln State Bank, Mutual Bank, Cole Taylor and RomAsia Bank.

There are some challenges for Islamic financing in the US. These
challenges are Bank ownership of real estate, Bank Secrecy Act (BSA,

taxation, profit-loss sharing deposits, and deposit insurance.

The National Bank Act of 1864 prohibits state-owned banks from
holding legal titles to real-estate property. This restricts Islamic financial
institutions from offering some financial products such as murabaha and
Jjarah, which require the Islamic financial institution to hold a legal title to
property to comply with shariah law. However, the same act allows banks to
possess real-estate property for up to 5 years for business transactions and for

7 The bank capital came from virtue investors, LLC, group of local grand rapids investors

(Goud 2009)
78 University bank was offering Islamic products since 2003 (Goud 2009).

79 Shape financial corp. established in 2002, experienced in financial consulting. The company
founder is Abdulkader Thomas. He “gained experience working with United Bank of Kuwait
and was involved in requesting and receiving the interpretive letters from the Office of the
Comptroller of the Currency regarding banks offering Jjarah and Murabaha which have enabled
significant growth in the US Islamic financial industry” (Goud 2009).
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debt settlements. Also, US banking law restricts non-real-estate investments
to ensure that banks do not take unnecessary risks, consequently, investments
are limited to fixed-income, interest-bearing securities, and these types of
investments are prohibited under Islamic law (Rutledge 2005). The OCC
letters of 1997 and 1999 addressed these issues as explained above.
Furthermore, Islamic financial institutions must meet some disclosure
policies, such as the Consumer Credit protection Act, also known as the Truth
in Lending Act. The Truth in Lending Act of 1968 was designed to protect
consumers in credit transactions by requiring clear disclosure of key terms of
the lending arrangement and all charges from the lender. The law also requires
Islamic lenders to base their profit on a benchmark such as the London
Interbank Offering Rate, and this does not fit with Islamic finance principles.
The real estate transfer tax is another hindrance for Islamic financial
institutions in the United States. The state property transfer taxes in case of
Islamic home financing structures, Murabaha or Ijarah will be doubled. This
problem addressed by some states, New York in 2008, by removing the tax
incurred at the end of the contract when the deed transferred from the bank
to the customer.

On top of these issues, Islamic banks in the US face difficulties
regarding profit-loss sharing deposits because US banking policy favors
certainty of deposits, as specified in the Bank Holding Company Act and the
International Banking Act. SHAPE financial corporation developed a deposit
product scheme for University Bank were the customer shares the profit not
the losses. However, this product is not compliance with Islamic principles.
In addition, Islamic financial institutions that finance the purchase of homes
or other commodities in the US lack a secondary market to provide liquidity.
Secondary-market purchasers require that the mortgagor hold property
insurance and private mortgage insurance, but Islamic customers are unable to
buy insurance because doing so violates the shariah principle of not engaging
in a profit and risk-sharing transaction. Also, there is the issue of double
transaction costs, which may be associated with offering murabaha mortgages
as it is been viewed as two transactions.

Another problem for Islamic finance in the country became clear prior
to the launch of University Bank (owned by Roman Catholic family), the first
banking institution in the United States to be run completely on shariah
principles (University Bank 2006). Because not all of the firms engaged in the
Islamic finance business are 100% lawful, US scholars in some communities
have spoken out against Islamic banking in general. In addition, some Islamic
products start out as lawful products but become unlawful at the closing date;
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this problem can be solved by designing high-quality products that will be sold
and serviced in a professional manner (Ranzini 2007).

According to Stephen Lange Ranzini, President and Chairman of Ann
Arbor’s  University Bank, which owns University Islamic Financial
Corporation (UIFC), stated that “UIFC’s products have received favorable
legal rulings (fatawa) from some of the leading Islamic legal scholars in the
US and the world” (University Bank 2006). However, research by Dr. Al-
Qudah (2005) indicates that LARIBA’s financing contracts do not adhere to
shariah principles. Moreover, the Assembly of Muslim Jurists of America
(AMJA) Figh committee in its meeting in December 2014 conformed Dir.
Al-Qudah opinion. The committee, the same meeting, also ruled that the
contracts of University Islamic Financial Corporation, Guidance Residential,
Devon Bank and Ammen Housing has some violations but there are “no harm
in dealing with this [contract of this] company when one is in a state of dire

need”™ (AMJA 2014).

Coming to Islamic insurance ( 7akafual) industry, the first company to
offer Takafual products was First Takafual USA which established in 1996
(the company is no longer in operation; Goud 2009). In December 1, 2008
Risk Specialists Companies, Inc. (RSC), a subsidiary of AIG Commercial
Insurance, announced it will provide 7akafual service. The announcement
came after the September 2008 bailout of AIG by the US government, which
owned 80 percent of the company. However, Kevin J. Murray® in 15
December 2008, represented by Thomas More Law Center®, filed a federal
lawsuit against U.S. Treasury Secretary Henry M. Paulson and the Federal
Reserve Board to stop the bailout of AIG. The plaintiff claimed that the
promotion of Shariah insurance products by AIG violates the First
Amendment of the constitution® (Establishment Clause®). The government
asked the court in 2008 to dismiss the lawsuit, but on May 26, 2009, the
government’s motion to dismiss the lawsuit denied by the District judge
hearing the case. This ruling based on the notion that the government did not
restrict the flow of bailout funds, the launch of Shariah complaint product

80 Fatwa released in October 2014.
81 Former Marine.

82 Christian nonprofit law firm based in Ann Arbor, Michigan, that promotes conservative
Christian values.

8 “Congress shall make no law respecting an establishment of religion, or prohibiting the free
exercise thereof ...”

8 Emergency Economic Stabilization Act of 2008 enacted as a results of the supreme
mortgagee crisis to bailout the financial system.
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occurred after the influx of government cash and after the treasury department
co-sponsored a forum titled Islamic Finance 101, second seminar. The court
decision overturned on January 14, 2011, claiming that there was no evidence
presented of religious indoctrination and the amount of taxpayers money
directed to support the subsidiary is trivial, which is $153 million from the
$47.5 billion used to bailout AIG (Thomas More Law Center 2015). The
second 7akafual company in the US is Zayan Takafual Company,
incorporated in 15 January 2009. Even though, the court ruling found out that
the AIG bailout did not violate the First Amendment the lawsuit may
discourage businesses to enter the US 7akaful market. In addition, the
regulation of the industry is not clear.

Regarding education of Islamic banking and finance in the US is still
lagging and research programs dominate the landscape in the country.

Islamic finance seems to have a great future in the United States and
will likely be driven by the growing number of Muslims in the country. The
US State Department has noted that Islam is one of the fastest growing
religions in the country. According to shaykh Yusuf Delorenzo, “Islamic
finance has really grown here over the past few years, and this growth is
nowhere near its peak” (Asokan 2009). From the regulatory side, U.S.
regulators have an open mind about Islamic finance, and this should drive the
Islamic financial market to grow in the country. In his speech before the Arab
Bankers Association of North America, William Rutledge, executive vice
president of the Federal Reserve Bank of New York, explains that US
regulators are making more concerted efforts to learn about the risks
associated with Islamic banking by participating in Islamic finance
conferences and learning from other regulators who have experience in this

area (Pasha 2006).
2.10. Canada

In Canada, Islamic finance is growing but at a relatively modest rate, but this
may change in the coming years as Canada has a large, growing, and
demographically young Muslim population. The Canada's 2011 National
Household Survey, showed that Muslims are making about 3.2% of the
population (1.1 million) making them the second largest religion after
Christianity. Consequently, this is expected to increase the demand for Islamic
financial services in Canada. According to Cardozo and Pendakur (2008), the
number of Muslim Canadians is projected to be near 1.8 million by 2017, and
the majority will be young. Similar to American Muslims, Canadian Muslims
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tend to be better educated than the average citizen (Cardozo & Pendakur
2008).

Although there are some Islamic financial products available in
Canada, the Islamic financial-services sector is still peripheral and limited, as
there are no major financial institutions offering shariah-compliant products.
The first Islamic financial institute in Canada the Islamic Co-operative
Housing Corporation Ltd. (the "Co-operative”) established in Toronto in
1979. In 1990, three Islamic financial institutions founded in Quebec,
Qurtuba Housing Co-op, Al-Ittihad investments (investment company) and
Al-Yusr (RRSP investment). After 12 years An-Nur Cooperative
Corporation established in Ontario, specialized in real estate investment
services. The first Canadian Financial institute to offer Islamic mortgagees
was Assiniboine Credit Union® in 2010. It is worth noting that a proposed
merger between Assiniboine Credit Union and Access Credit Union was
declined by the later members on the base of religious believes.

In November 2006, frontierAlt Oasis Funds Management Inc.*
launched the first Islamic mutual fund under the name frontierAlt Oasis
Canada Fund. The fund gone out of business in June 30, 2010 due to low
number of unitholders and the costs associated with maintaining a small fund.
In March 10, 2009, Global Prosperata Funds Inc. launched Global Iman
Fund, Canada's only Shariah compliant fund. In the same year, Anwar Global
Properties Inc. issued CAD$498.1 million Jjarah sukuk (KFHR 2010)
targeting Middle Eastern investors.

Islamic finance industry in Canada took a blow in October 2011 when
UM Financial declared bankruptcy®. UM Financial in Ontario, founded
2004, is one of the primary Islamic financial providers in the country. UM
Financial specializes in Islamic mortgages using musharakah contracts in a
partnership with the Central Credit Union of Canada. In an 18-month span
from 2006 to 2007, UM Financial provided USD 86.1 million in home
financings (Ranzini 2007). The collapse of the company event though it hurt
Islamic finance industry reputation it will not affect the future of the industry
in Canada. This shown by the study titled "The Canada Islamic Finance

% Formed in 1943 in Manitoba, Canada. As of 2014 the company has $3.9 billion in assets
under management (Assiniboine Credit Union 2015).

8 Whole owned subsidiary of frontierAlt Capital Corporation, its head office in Toronto,
Ontario.

8 Omar Farooq kalair (CEO of UM) and Yusuf Panchbhaya (UM shariah advisor) charged
with multiple offences under the bankruptcy and insolvency Act (BIA) and the criminal Code
(CO).
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Outlook 2016" which prepared by Thomson Reuters and the Toronto
Financial Services Alliance and presented in the 22nd Annual World Islamic
Banking Conference (WIBC) held in Bahrain in December 2015. The report
revealed that Canada in position to become a hub for Islamic finance. Also,
Islamic finance country index 2015 ranked Canada number 24 which is
improvement from the last year ranking, ranked last.

Meanwhile, there are obstacles that need to resolve to achieve this goal.
One of the hurdles is the lack of awareness of Islamic finance, according to
Hejazi*® “We need to have people across the country that understand Islamic
finance, which we don't have” (Posadzki 2015). The only Islamic banking and
finance program in Canada is offered by Rotman School of Management,
MBA course in Islamic finance which launched in 2012, University of
Toronto. The second barrier is regulation; according to Edward (2011), who
examined the prospect of Islamic banking in Canada using DEPEST and
SWOT analysis, Islamic finance has potential to grow in Canada if regulatory
framework amended. Another stumbling block is Canadian anti-Muslim
sentiment; the merger between Assiniboine Credit Union® , the first
Canadian Financial institute to offer Islamic mortgagees was in 2010, and
Access Credit Union in 2015 was declined by the later members on the base
of religious believes.

Conclusion and Results

There are several reasons for the growing interest in Islamic banking in the
west. First, the number of Muslims in western countries is estimated to be 47
million in 2010 (Pew Research Center 2011). This number continues to grow
and is already large enough to attract financial-service providers. Second,
demand is growing for ethical products and socially responsible services.
Islamic finance fits conveniently into this, as Islamic principles prohibit trade
in debt and ensure that all financial activities are related to the real sector of
the economy. Another reason is that some countries wish to attract investors
from Islamic nations. Yet another reason is diversification: many investors are
looking for new instruments, products, and asset classes that are unrelated to
existing products and services to diversify their portfolios. Islamic finance
provides this for those investors.

However, some obstacles need to be resolved to allow Islamic financial
industry to grow in the west (Table 2 shows that the share of Islamic finance

88 Associate Professor of International Business at Rotman School of Management.
% Formed in 1943 in Manitoba, Canada. As of 2014 the company has $3.9 billion in assets

under management (company annual report).
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in the global market is still small). Firs, regulatory bodies must tailor specific
laws for Islamic finance industry. Second, Islamic finance industry must
address the issues of islamophobia, lack of political support and diversity of
opinion (fatwa) as to whether some particular practices or products are Shariah
compliant. Third, the industry must resolve the legitimacy of Islamic contracts
issue (i.e., Validity of Islamic contracts can be challenged in bases that one or
more of the parties lack the capacity to enter the transaction™; Moloney 2015).
Finally, the educational system in the west and Islamic finance industry needs
to spread consciousness about Islamic finance industry (e.g., offering
postgraduate degrees, seminars, establishing academic institutions).

Table 2: Breakdown of Islamic Finance Segments by Region (USD billion,
2014 YTD*)

Region B;nking Sulaik. Islamic Fund Takziﬁz[
ssets Outstanding Assets Contributions
Asia 203.8 1476.2 23.2 3.9
GCC 564.2 95.5 33.5 9.0
MENA (exc. GCC) 633.7 0.1 0.3 7.7
Sub-Saharan Africa 20.1 1.3 1.8 0.6
Others 54.4 9.4 17.0 0.3
Total 1476.2 294.7 75.8 21.4

Source: Islamic financial services industry stability report 2015

*Data for banking and Takaful as of 1H2014, while for Suktk and funds as
of 3Q2014.

% Investment Dar Company KSCC v Blom Developments Bank Sal.
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ABSTRACT

The tax system, policies, and structures have been one of the significant
factors that directly affect the social and economic activities of any nation.
Despite the importance of tax, the attitude of the taxpayers, their reaction
concerning tax, could in greater sense facilitate or draw back the policies
and system from their original intention and purposes, particularly from
an Islamic perspective. Islamic tax income is for the benefits of poor,
needy and less privileged people in the society. Even though, policies on
tax approved tax avoidance and made it legal, however, tax evasion is
illegal in all society because it will deviate from its purpose. The most
significant point, however, evading taxes by the people is viewed as
unethical behaviour in any economy as the consequences could be greater
to the economy and society. Several countries used Islamic system of tax
because of the ethics of the system and possibly fewer evasions by the
Muslims. Given that, with the number of the Nigerian Muslims,
adoption of Islamic tax system will improve the revenue generation, and

thereby enhance the economic development of Nigerian economy.
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Introduction

Islamic tax systems are based on the Sharia or Islamic laws imposed on all
Muslims and sometimes on non-Muslims leaving under the shelter of
Muslims during the period of Prophet Muhammad (PBUH), and even after
his demise. As a result of legislation and principles, Islamic tax could differ
significantly from those products in the conventional tax system. Islamic tax
has been a complex system because of its adherence to the Sharia principles, a
better understanding of the precise source of the income and treatment of
taxes. KPMG, (2012) defined Islamic tax a product that poses a serious
challenge as result of, (i) there is lack of tax knowledge by both tax authority
and taxpayers, (ii) significant resources are needed to approach tax authorities
on Islamic tax, and (iii) there is lengthy process on the rulings of tax by the tax
authorities as a result of interpretive, technical and issues that are policy based.

The idea of tax has been in existence since when money was not used
as a medium of transaction for many decades to provide administrative support
to the government. The tax system is adopted by governments to raise funds
for the financing of public expenditure. The current governments employ tax
revenues for the payment of defence, to construct roads, buildings as well as
operating schools, hospitals, to offer the poor food and medical care to the
people. Without taxes to finance economic and non-economic activities, the
existing of any government is impossible (Adnan, 2009). Taxation is the
primary practical sources of sustainable revenue globally for the government
to take care of its expenditure(Ifueko, 2012), with most of the economy
dependents on taxation (Edwin, 2011). The principal purpose of taxation by
the government is to raise revenue to finance its expenditure. However, the
Islamic perspective, tax (zakat) is a moral obligation for the sustenance of the
poor as well the legitimate or valid functions of government(Mcgee, 2012).

Although, different types of taxes exist according to Islamic law, but
Zakat was one of the most prominent among them. Zakat is reported to be
one of the Islamic five pillars that are obligatory as expected from Muslims to
contribute in the Quran (Ram, 2014). Zakat constitutes revenue which are
generated from tax and alms or charity “Sadaqah” of the taxation system
(Awang, 2013). Several scholars argued that Zakat payment could reduce
poverty and thereby, improve the economic condition of the society. For
instance, Nazri, Rashidah, and Normah (2012) reported that zakat plays a
significant position in term of moral, social and economic development of
society. Also, Lubis et al. (2011) concluded that Zakat is an approach that
encounter societal problem like poverty through sharing of a certain
percentage of wealth as an obligation enshrine in share to the person who can
afford. Several countries used Islamic tax system for poverty alleviations and
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helping the poor. For instance, Malaysia, Indonesia, Saudi Arabia and many
more Islamic countries.

In Islam, tax evasion is an illegal and unethical act that attracts serious
penalties, yet evasion of tax is on the increase (Benk, McGee, & Yiizbafi,
2015). The effect of tax evasion is not only harmful to the economy, but it also
derailed from its purpose in helping the poor as enshrine in Islam. Therefore,
the need for ethics in tax is important for the society to generate revenue to
the government. Ethical attitude means someone has good and clear
judgement and responsibility(Hashim, 2012). Islam as an important system
has ethics as its core value. Faisal (2016) reported that ethics is an important
theme for Muslims as primary sources of word view on Islam, from the Holy
Quran as well as the Sunnah of the Prophet Muhammad (peace be upon him).
Allah has stated in the Holy Quran that;

“The noblest of you in sight of Allah is the best of you in conduct”
(49:13).

And the Prophet Muhammad (PBUH) stated that in the Hadith;

“I have been sent for the purpose of perfecting good morals.” (Ibn
Hanbal, No: 8595)

Furthermore, Prophet Muhammad (PBUH) in his prayers asked Allah to
give him high ethics.

"O Allah, grant me high ethics, nobody, but you can grant high
ethics. O’Allah, keep me away from bad qualities (Muslim, 201).

Given that, this study provides the significance of tax based on the perception
of Islam for Nigerian economic development as ethics plays a major role in
Islam. Even though before the coming of British people Northern Nigerian
government used Islamic system of taxation because of its importance. The
government has abandoned the Islamic tax system as a result of British new
system of taxation introduced into the country. Several Muslim governments
refused to fully integrate and take opportunity of the virtues of taxation based
on Islamic tax system (Awang, 2013). In Islam, it has been made compulsory
for all Muslimes to pay taxes, and Muslim based on the Islamic belief will not
hesitate to fill full the obligations of tax payments based on Islamic principles.
Therefore, introducing Islamic based tax system in the Northern Nigeria will
certainly assist in reducing poverty and thereby improved the economic
condition of the country. Islam has been very concern with the poor and less
privileged people and has specified how this person can be taken care, based
on the distributions. In Islamic system, welfare of the people is the

paramount(Rehman & Askari, 2010)
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Nigerian Tax Environment

The dependent on the oil revenue for Nigerian economic development has
been a major task for development. The oil revenue has made Nigeria neglect
several sectors of revenue generations. Before the discovery of oil in the
country, the regional governments generate revenue to the federal government
through different types of taxes. The Nigerian income and economic activities
greatly are dependent on the agro-allied product before the independence of
the country (Ifueko, 2012). The major state earnings before the independence
of the country from British were cash crops such as groundnut, cocoa, palm
oil, rubber from different regions of the country.

The earliest direct tax system in Nigeria before the coming of British
people was from the Northern Nigeria. The Northern part of the country was
backed by the British for its administration because of its system of taxation.
The North had an organised system of government that was different from
the Southern state of the country, except in few locations. The administrative
system of governance in the North is by the Emirs. The significant issue of
the administration is the system of tax that was administered by the Emirs.
This is because the majority of the people leaving in the North are Muslims.
In Islam, there are different types of taxes imposed by the individuals in
accordance to Islamic tenants. Consequently, taxes like Zakat, Gada, Kindi,
Jangali and Karata were imposed to the subject for proper managements of the
community. Therefore, British people took advantage of the system and
stayed in the North to service their administrative expenditure.

Because of the existing tax structure, the British then introduce another
tax as indirect taxes on goods for them to maintain their administrative
expenses. Thus, in 1904 income tax was submitted by Lord Lugard, with
changes in 1917 and 1918 passed as revenue ordinance act. After that different
forms, taxation law was introduced into the country. Since then the system of
taxation undergone significant changes with tax laws reviews because of
having obsolete tax policies. In the current Nigerian tax law, the three arms of
government enforce taxation. For instance, Federal, State, and Local
Government has its share of revenue clearly spelt out from the taxes and levies

collected based on the Decree of 1998.

The taxes collected by the government of Nigeria are based on the; (1)
The Federal Government taxes, (2) State Government taxes, and (3) Local
Government taxes

Despite the significant role played by the Islamic taxes and the number
of Muslim in the Northern Nigeria, the government has severely neglected
the system of Islamic taxes. That modern system of taxations introduced by
the British and government to the people and firms in Nigeria made the
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Islamic system of taxation used by the chiefs to be almost abolished. The
Northern Nigeria being Muslim dominated, if Islamic tax system is
introduced the level of poverty in the region will certainly reduce and thereby
improve the economic condition of the country. Several countries have ripe
the benefits of Islamic tax system for poverty reduction and economic
development. For instance, Malaysia, Pakistan, Saudi Arabia and many other
Islamic states.

Tax and Ethics in Islam

In Islamic concept, there is a moral obligation to pay Zakat for the government
to function and support the poor. Hence, failure to pay Zakat by a Muslim is
considered as unethical behaviour. In the case where the government engaged
in an act that is immoral according to Islam, evading of tax cannot be unethical
to Muslims (Mcgee, 2012). Islamic taxes are based on the Islamic Sharia or
law; that establishes guiding principles for implementations. In these case,
Islamic taxes or financial products significantly differ with the conventional
taxes or financial product (KPMG, 2012). Islamic taxes are based on the
Islamic law sanctions that on both the taxable land legal status and religious
status or public taxpayers (Bowering & Crone, 2013). According to Pryor
(1985), the Islamic system of economy is a particular construct that members
of the Islamic faith follows. For instance, the Islamic laws on taxes paid
particular attention to interest and emphasis on the wealth tax that is
considered to be from aggregate savings. The Islamic scripture has shown that
government has every justification to force individuals to raise tax if Zakat is
not enough to cover allowable cost of government by Sharia (Mcgee, 2012).

To improve the economic system and provide means of sustaining
governance, apart from Zakat, other systems of taxes were introduced during
the lifetime of Prophet Muhammad (SAW) and after that. The various system
of zakat launched, serve different purposes and are different in character. The
Zakat is a compulsory payment or as an obligation to all Muslims. The
payment of Zakat shall be binding even if there is no legitimate government.
Therefore, Jurist has tried to develop other Islamic taxation system based on
the Quran and other examples that were set down by the Prophet Muhammad
(SAW) and the first caliphs (Béwering & Crone, 2013). The introduction of
the other tax system is to complement and improve revenue generation for
both economic, and social services as well as to handle government
expenditure.

Ethics is our moral attitude that guided the human activities, be it in
business or religion. It is part of attitude that deals with the moral behaviour
of people(Abuznaid, 2009). The word ethics is an application of moral rules
and values to activities of human (Iserson, 1999). Ethics is a form of moral
principles that differentiate what is acceptable (right) from what is not
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acceptable (wrong) (Will, 1996). Therefore, ethics as the application of moral
rules and values apply to all aspect of the life of Muslims including businesses
(Abuznaid, 2009). In Islam, the word ethics is from the rational systems and
revelations. The rational system provides understanding and truth
appreciation while revelation presents the truth. Thus ethics in Islam served
as the basis of unity principle, or tawhid, which regulates the oneness
association between God and man, man and his environment (Rana, Ishtiaq,
Muhammad, Ghulam, & Tahseen, 2012).

Ethics being a normative area for moral behaviour because it suggests
what is expect of one to do and not to do concerning his human activities. The
Holy Quran prescribes the term ethics using different concepts such as
righteousness, goodness, justice, equity, equilibrium, right, and truth,
approved and known and piety. Islamic ethics cut across all sphere of life
including business dealings, services, professionals, daily transactions, and the
relationship among people. For instance, Samir (2009) classified ethics in
Islam into two dimensions; (i) ethics towards the creator (Allah) by believing
and worshiping him, (ii) ethics towards others, by doing ethical dealings, good
relationship, and treatment of each other.

Ethics in business have started in various chapters of the Holy Quran
and Sunnah of Prophet Mohammed (SAW). Samir (2009) looked at the
definition of ethics in business as moral principles of life that have been
described by both Quran and Sunnah. The study of Samir argued that ethics,
as prescribed by the Quran and Sunnah, affect Muslim life in term of business
in the following ways; (i) it increases effectiveness and efficiency, (ii) it causes
abstaining from deceit and cheating by Muslims, (iii) it also prevent Muslims
from abuse of power and corruptions, (iv) it will lead to employee rights and
better care, (v) it encourages cooperation and consultations, (vi) provide room
for creative initiative, and (vi) provide the best or better quality of life. This
demonstrates that when the government adopts Islamic tax system, the
Muslim in the country will provide an increase in revenue generation and
boost economic development.

The study of Salem and Agil (2012) described the relationship between
Islamic management ethics and three dimensions of commitments, affective
commitment, continuance and normative commitment. The results of the
study presented a good correlation between effective commitment and Islamic
management ethics, while continuance and normative commitment have less
correlation. Rokhman (2010) reported Islamic work ethic to have a positive
relationship with job satisfaction and organisational commitment with no
significant relationship between Islamic ethic and turnover intention. In
medicine, the Islamic work ethic has gain more ground particularly on those
aspects that are considered unethical behaviour. For instance, Padela (2007)
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reported an attempt to use Islamic perspective in the medical field to cover
bioethical issues like gender relation between patient and doctor relationship,
abortion, euthanasia and end-of-life care.

The study of Mohamed, Karim, and Hussein (2014) linked use
computer ethics with Islamic work ethic and reported a strong relationship
between job satisfaction and organisational commitment. Khan and Rasheed
(2015) reported a strong relationship between Islamic work ethics and human
resources in term of employments. Therefore, Islamic work ethics covers all
aspect of human life as stated in the Quran and Sunnah of Prophet
Muhammad (SAW). The importance of ethics in Islam and adherence to
ethics by Muslims, the tax system based on Islamic Sharia will have Muslims
contributing to the Islamic tax funds.

Islamic tax regimes are based on the Sharia or Islamic laws imposed on
all Muslims and sometimes on non-Muslims leaving under the shelter of
Muslims. As a result of legislation and principles, Islamic product could differ
significantly from those products in the conventional tax system. Islamic tax
has been a complex system because of its adherence to the Sharia principles, a
clear understanding of the precise nature of the income and treatment if taxes.
The report of KPMG, (2012) that Islamic tax as a product that pose a serious
challenge as result of (i) there is lack of tax knowledge by both tax authority
and taxpayers, (ii) significant resources are needed to approach tax authorities
on Islamic tax, (iii) there is lengthy process on the rulings of tax by the tax
authorities as a result of interpretive, technical and issues that are policy issues.

Tax Evasion in Islam

The history of tax evasions has been for a long period or decades(Benk et al.,
2015). The evasion of tax in Islamic perspective is considered to be unethical
behaviour. Even though it is unethical, taxpayers always find ways of evading
tax by hiding their income or property from the government. Evasion of tax,
from its very nature, has been difficult to detect(Fisman & Shang-Jin Wei,
2004). Therefore, any government that announces a tax system could not rely
on the tax payers sense of duty in remitting what they are supposed to pay
(Slemrod, 2007). Those who have ethical view will undoubtedly pay to the
authority concern what they owe. Still, several others will not pay. The effect
of the tax on distorting the whole market principle of resource allocation has
a severe rippling effect on the government infrastructures (Fagbemi, Uadiale,
& Noah, 2010). The attracted penalties have been made as a legal
responsibility of government for those that are avoiding the payment of taxes.
In Islamic system of tax payment, particularly, Zakat, has been made
obligatory for Muslims to pay. According to Islamic system, it is a moral
obligation for Muslims to pay Zakat to have support for the poor and service

International Journal of Islamic Economics and Finance Studies 143



JISEF

government expenses, as such evading tax is regarded as an unethical
behaviour (Mcgee, 2012).

Several studies have shown that tax evasions caused many losses of
income resulting into Billions of Dollars annually (see., Gravelle, 2009). In
developing countries, tax evasion has been very common despite the fact that
efforts were made by the governments to reduce the level of tax evasion. The
evasion of tax in developing countries is very common that these countries
made several efforts to understand the ethical reasons of taxpayers evading tax
(Fagbemi et al., 2010). Tax evasion is a phenomenon that could threaten the
country economic system as well as deploying injustice within the
taxpayers(Elgaroshi & Musa, 2013). The effect of tax evasion has been a
global challenged in both Islamic and conventional system of tax collection.
However, the use of Islamic system of tax, majority of Muslim will comply
because of the Sharia guiding the collection and distributions. As Nigeria have
tried Islamic system of taxes before the coming of British colonialism, making
an effort to adopt the system in the Northern region will assist the economic
development of the area.

Islamic Form of Taxes and their Importance

The laws of Islamic taxes are sanctioned by the Islamic legal status of lands
hat are taxable, religious and communal status of taxpayers. In Islamic product
like taxes, form the basis for government revenue to cater for economy and
administrative expenses. Zakat form of taxes is most prominent mentioned in
Islam, in fact, it is one most important five pillars of Islam. The payment of
Zakat is predated many years ever before Islamic era. The chapter in the
Quran was talking about a period of Prophet Abraham on what Allah has

commanded his people to do concerning Zakat.

“We made them leaders who guided by our command, and we
inspired them to work good deeds, to observe the salat and to
give Zakat, they were worshippers of Us” (Quran, 21:73)

It has been spelled out clearly when Zakat is to be paid and how to be
calculated. Zakat is expected to be paid whenever income is received. Muslims
are to calculate annual income annual income, either from the dividends,
harvest, and other income as enshrined by the Sharia. Furthermore, the Holy

Quran specify whenZakat should be given out.

“Eat from their fruits when it blossoms and gives its decreed

obligation on the day of its harvest” (Quran, 6:141).

Shehzad (1992) viewed the intrinsic nature of zakat as an act of worship
because of the evidence from some verses from the Holy Quran. This has

been supported by the verse in the Holy Quran on Zakat.
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“[lO Prophet!] Take zakat out their wealth—though would
cleanse them and purify them thereby” (9:103)

And Quran is against the use of interest to increase the wealth to assist the
poor.

“That which ye give in riba in order that it many increases on
[other] people’s wealth has no increase  with Allah; but that
which you give as Zakat, seeking Allah’s countenance, it is these
people who will get manifold[in the hereafter] of what they gave’
(30:39).

Although, Islamic taxes commenced since before the Islamic era but is more
pronounce during the lifetime of Prophet Mohammad (SAW) in the Arabian
peninsula. Apart from Zakat mentioned as one of the pillars of Islam, other
forms zakat were also mentioned in the Quran such as, (i) jizya tax, that is
assessed based on the per capita yearly tax to non-Muslims residing within
Islamic system, (II) kharaj tax, otherwise known as the land tax to non-
Muslims and later imposed to Muslims, (iii) user tax, this was not in the
Quran but introduced after the death of Prophet Muhammad (SAW) on the
irrigated land, harvest from rain watered, and merchandise imported into
Muslim state from non-Muslim state that taxed Muslims.

Conclusions

The tax system has been reported to be one of the most important systems of
both economic developments and for the servicing of government expenditure
in both developing and developed economies. Islamic tax system has been used
in several countries together with a conventional system of taxes. Countries
like Malaysia, Indonesia, and Pakistan, has been mixing Islamic taxes and
conventional systems of taxations for revenue generations. In Nigeria, before
the coming of the British government in the Northern Nigeria Islamic system
of taxation was used by the Chiefs and community head to raise revenue for
the government of the day. After the Oil boom, the government of Nigerian
neglected this method of revenue generation and concentrate more on oil
revenue. Although several reforms in taxes were conducted since before the
Nigerian independence, the impact of the revenue has not been felt. Northern
Nigeria has more than 50% of its population that are Muslims, bringing back
the old system of taxation or using Islamic system of taxation been practiced
in other Islamic countries will undoubtedly assist the region and thereby
improve the economic condition of the poor. The soul aim of Islamic tax is to
support the poor, therefore, once the poor are assisted the economic situation
of the country will improve.

Given that the economic conditions of the country have dwindled down
as a result of fall in oil prices, it is reccommended that Northern Nigerian state
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government should start working on how best to handle Islamic tax collection.
This is achievable once government provides real intention on how to assist
the poor based on the Islamic requirements on the utilisation of taxes. A visit
to other countries that have using the system will provide a good insight on
how to handle Islamic taxes.
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ABSTRACT

This paper presents a theoretical approach and an empirical study
that demonstrate how the Islamic economic principle, Zakat, can
achieving an ideal distribution of wealth.

Indeed, if some researches allowed to develop the theory of
distribution of wealth in Capitalism or Marxism context, the
present research has a new contextual perspective, which is to
introduce and implement the Islamic economic model from
where emerges the notion of Zakat that plays an imminent role
in decentralizing wealth as well as in resolving socioeconomic
issues, such as poverty and economic inequalities among people.
This statement will be confirmed throughout this paper and will
be illustrated by the fact that Zakat have had a significant impact
on balancing the economic wealth within society during the pre-
colonial era in Morocco.
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Introduction

The concept of wealth distribution has been a controversial subject for many
centuries as economists, sociologists, philosophers and other physicians have
argued over the subject. It interests everybody, peasant or nobleman, worker
or industrialist, server or banker, each since the observation post which he
occupies, sees important things on the living conditions of some and others,
on the reports of power and of domination between social groups, and invents
his own conception of what is fair and of what is not. A good distribution of
wealth will remove all of the socioeconomic problems that result from social
and economic inequalities. There will be no domination among each other,
and each individual will be treated the same and will have as much chance to

get wealthy as anybody else.

This research paper urges us to bring and study a new concept that is
very different and more effective than conventional ones. This economic
principle, which is Zakat, has long been applied within Muslim communities
and proved itself to be healthy to the economy of the society.

This statement induces us to conduct a deep analysis on the different
aspects of Zakat by raising important questions: What are the foundations of
Zakat? What contributions does it bring to promoting the distribution of
wealth and treasury within a society?

This paper has tow essential parts that will present the analysis relating
Zakat and wealth distribution, and the Moroccan context will be taken as an
example.

v" The first part will be dedicated to the critical analysis of conventional
economy, by studying of the worldwide context of the inequality of
distribution, and how the Zakat as an instrument of Islamic economy can
contribute in economic growth and social equality.

v" The last part will present the results of Moroccan politics and policies, in
terms of wealth distribution, when Zakat was applied and when it was not.

1. Zakat and distribution of wealth on Islamic Economy:

The equality of distribution of wealth it is an important economical politic
target for most of countries.

1.1. The worldwide wealth distribution inequality: What alternative?

After a stage of reduction of inequality starting in the forties, industrial
countries knew these 20 last years an important increase of inequality which
cannot decently be considered any more as short-term. Capitalism, since its
inception, has engendered a number of financial crises that impoverished
societies around the world. Without economic responsibility and without

152 International Journal of Islamic Economics and Finance Studies



JISEF

aligning economic models with democracy, inequalities shall stay forever. As
we saw with the financial crisis of 2008 that increased the unemployment rate,
which has contributed even more to increasing social and economic
inequalities. This model clearly fails to balance wealth distribution among
individuals but instead makes the rich richer and the poor poorer. Therefore,
this leads us to the critical question: how effective is capitalism in balancing
economic inequalities and ensuring a decent wealth distribution among
individuals? These dilemmas, changes and economic problems encourage us
also to wonder how wealth will be distributed for future generations, in 2050
or even in 2100? Will the world be had by traders, super-frames and possessors
of important heritages, or by the oil countries, or by bank of China?

So, what we really know about the evolution of the distribution of
wealth on long term? We question whether the demographic perspective
concerning the worldwide overpopulation according to Malthus and whether
the principle of curiosity according to Ricardo? Does the dynamics of the
accumulation of the private capital drive inevitably to a concentration always
stronger in wealth and in power between some hands, as did think it was Marx
in the XIXth century? Or equilibrate force of growth, competition and
technical progress they driving spontaneously to a reduction of inequality and
to a harmonious stabilization in the advanced stages of development, as
thought of it Kuznets in the Xth century?

In a sense, we are at this beginning of the XIth century in the same
situation as the observers of the XIXth century: we are waiting an impressive
transformation, and it is very difficult to know when they can start, and what
will resemble the worldwide distribution of wealth, between countries as in
inside countries, on horizon of some decades.

Studies, in terms of effective models in distributing wealth evenly
among individuals within a particular society, have been done, but they are all
theoretical, and thus there are not enough conventional practical facts that
support the finest wealth distribution claim. For a long time, scholars whom
their work tackles the distribution of wealth published theoretical approach
that lack practical evidence. The Islamic economic model has the ultimate
solution to the optimal distribution of wealth among individuals.

As a lifestyle, Islam tackles every aspect of society’s concerns. Whether
it is at the spiritual, individual, social, economic or political level, Islam gives
clear instructions and directives to individuals in order to go through the
rightful path. Scholars and Muslim economists developed multiple definitions
of the Islamic economic model that are founded based on the fundamental
sources of the Islamic sharia which are the Koran and the hadiths.

International Journal of Islamic Economics and Finance Studies 153



JISEF

Contrary to the communist and capitalist system, Islamic economy
considers the society as a group of individuals who move, who live and who
work in harmony, so link must be strong between the worker and the fruit of
its job.

The Islamic economic system strives to achieve an economic growth
that will contribute to social equality. Public ease is not the only question to
be taken into account, what dominates is that poverty, and inequality in the
access to public property, are abolished. It what matters most is the
development of a situation that allows everybody to use resources and that
could remove poverty, discriminations, inequality of chances and inequality in
front of law.

1.2. The role of Zakat in distribution and decentralization of wealth:

The Islamic economy requires the circulation of capitals and encourages the
owners to secure a return from their lands and promotes respect and
development of minor private properties much more than the big ones. In fact,
Islamic economy cares first about possessors of small capitals before the
possessors of big capitals contrary to other visions which are deprive the rich,
or make him predominant.

Therefore, the inequality of incomes, based on fact to the private
appropriation of means of production, has certainly some advantages since it
promotes  effectiveness, rationality, innovation, diversification,
competitiveness and improvement of the quality of products. However, these
advantages can turn into a real danger when the income gap among individuals
and classes becomes wider and wealth is concentrated among the richest. The
Koran says: «So that it does not circulate among the only rich men of you».

Such concentration of wealth will inevitably impact the economic,
social and political agenda which seeks the common good regarding the
distribution of wealth. The Islamic economic system has some instruments
that some Muslim economists regroup them in two categories:

a. The fundamental instruments in the Islamic system such as: Zakat, the
system of succession, Wagf, donations and expiations (Al kafarat).

b. The principles linked to economic policies such as tax appeal, the
implementation of a social security system and the promotion of agricultural
and business properties.

Zakat has strong ethical practices, for it develops individuals’ sense of
responsibility and their awareness of their duties toward the society to which
they belong, and beyond this, it trains them to deprive any form of selfishness,
corruption or economic crime. In addition to that, Zakat allows the Islamic
community to prevent any delinquency from an economic tyranny which can
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manifest itself in the absence of a fair and rational system that shares financial
resources. Moreover, Zakat is a major instrument in averting an excessive
accumulation of wealth and helping the poor and the most vulnerable
members of the society.

While the Islamic economic model imposes the deduction of Zakat
from people who have enough financial means, it also defines the most
appropriate ways of giving it out. Indeed, Zakat targets and goes to the needy
people who are depicted into eight traits:

v" The poor who do not beg: individuals living at the poverty threshold

v" The poor who beg: These are extremely poor and, therefore, ask others for
tood and clothing.

v" The Debtors: Debtors burdened by debts and lack financial resources to
pay back because of personal needs or social necessity, and thus are forced to
borrow moneyfor the sake of their family, for example, are entitled for Zakat.

v Attracting Hearts: Zakat is also to be paid to attract the hearts of those
who have been inclined towards Islam and facing economic hardship because
of this change. Suchdonation should be made on a need basis.

v" Freeing Captives: Zakat can be used to get the slaves freed. There is hardly
any case of this type in these days.

v" The traveler: If a foreigner is genuinely in need of money to return to his
home and his purpose for traveling is approved, he is entitled to get money

from Zakat.

v" Allah's Cause: Warriors fighting against an invader of an Islamic Stateshall
receive financial resources from Zakat.

v' Zakat Collectors: An institution collecting Zakat can get funds from
Zakat.

Despite the obligatory aspect of Zakat in Islam, it's considered essential
in depriving wealth concentrations among minorities. Unlike the conventional
tax system where the rates are significant, Zakat is characterized by a large
domain of application since it's applies to incomes, wealth and invisible
property.

The decentralization of wealth and the distribution of Zakat remains
therefore a proper means of allocating funds to the people in need not only
directly, but also across the creation of new investments. Funds coming from
Zakat are divided where they were collected. This politics of redistribution of
incomes is much more rational and effective than the conventional wealth
centralized system in terms of balancing economic inequalities and achieving
social welfare.
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Henceforth, regarding the causes inducing income inequalities, Zakat
has as imminent role in guaranteeing social justice by bringing necessary
measures for the reestablishment of the socioeconomic balance of the society.

2. Zakat and distribution of wealth in Morocco:

Many countries still didn’t come back into the same level where economic
growth and reduction of inequality go hand in hand. Morocco is among the
countries which endure from inequitable sharing out of treasures in spite of
the growth accomplished during these last years.

2.1. Morocco between growth and inequality: In XXIth century :

During last decades, Morocco improved the majority of the indicators socio
economic. Except that this development was not of the benefit of the
population. Therefore the wealth is distributed in an inequitable way and
inequality persists on a multidimensional ladder between men and women,
urban and rural, developed regions and less developed regions, and of course
between rich men and poor people. However, the upward of inequality
represents a real challenge for the concrete expression of objectives fixed in
social cohesion.

In about twenty years, from 1991 till 2011, the consumption per person
knew a significant increase, from 800 to 1200 US Dollar. This increase in
consumption constitutes, next to the fall of multidimensional poverty,
principal factor of the reduction of monetary poverty. Conversely, the social
inequality measured by the Gini coefficient” showed, throughout period,
some rigidity discriminating against the fall of poverty. This tendency would
bring back this indication to a level from 0,408 to the slightly upper 2011 to
that recorded in 1991 (0,393) or in 2001 (0,406)**.

The upward trend of inequality is accompanied, moreover, by an
increase of their impact on poverty. And according to the experts of the
HCP?%, 2 growing points are needed to absorb a point of inequality™.

In fact, the 10 % richest totaled, during period 1990-2011, more than
30 % of global consumption, against 2,6 % for the 10 % poorest. So 20 %
richest household have 55,4 % national incomes while the 20 % poorest have
only 4,1 %. The reduction, in the long term, of this level of inequality

91 Zero and 1 Gini coefficient mean, respectively, perfect equality and perfect inequality. When
an economy moves away from zero indicates increasing inequality and vis versa.

%2 For more detail see "Le rapport du « Enquéte panel de ménages 2012 ".
% HCP: High commission for planning.

% According to the national report relating to objectives millenniums for development (2012),
a 1 % economic growth gives rise to a reduction of the rate of 2,3 % poverty in 1985, 2,7 % in
2001 and of 2,9 % in 2007.
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reverberates on several domains, for example, in 2007, the complete inequality
of the expenses of consumption am due for 31,3 % to difference between the
school levels of the domestic leaders, followed from a distance by the sector
(18,7 %) and the middle of residence (11,6 %).

The inequality exists as demonstrate it the urban/rural ratio and rich/ratio, in
the table below:

Table 1: Evolution of the inequality of consumption in Morocco

1991 | 1999 | 2007 | 2012
Expenses of consumption of the 10% | 2.8 2.6 2.6 2.1

poorest
Expenses of consumption of the 10% | 30.8 | 31 33.1 36.8

richest

Rural/Urban report 1.68 | 1.75 |1.79 2.13
Report 10% richest/10% poorest 11 119 127 |175
Gini co-efficient 0.393 | 0.395 | 0.407 | 0.398

Sources: HCP 2012, ONDH 2012

Also, the regional analysis shows that the inequality of distribution of wealth
exists between different regions.

However the questions which settle, are, what is reason behind this
variation between the levels of inequality in Morocco? And how it will be able
to assure a socioeconomic growth and at the same time an equilibrate
distribution of wealth?

2.2 Zakat and distribution of wealth in Morocco at pre-colonial period:

The institution of Zakat knew in Morocco a period of peak since the first time
of Islam up to the colonial epoch.

This period was located between the beginning of Islamic epoch in
Morocco and institution of the protectorate in 1912. During of this period 3
phases of distribution of wealth are to differentiate in table below:
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Table 2: Phases between decentralization and centralization of wealth

*Located between advent of Islam in Morocco and Almoravides
epoch.

* Decentralization of collect and distribution of Zakat.

e iEAE < The social and economic target of Zakat was acheived.

phase

* Located between Almohades epoch and Merinides epoch.
* First introduction of the Taxe.

* Disengagemenet of the state about the management of Zakat Al-

Signiq ina fitr, and delegat it to the individuals.
centralization phase

* The second half of the XIXth century, Alaouit epoch.

* Nomination of a minister charged of the administration of all incomes of
the Maghreb.

* The product of the zakat in this epoch came to 300000 francs a year, that is

Centralization 18% of financial resources of the state

phase

Sources: Magazine "AZ-Zakat", Morocco, n°37, June 2015.

In Almoravides epoch, the distribution of Zakat was so organized that it
contributes on the social and economic development. It is said that the Wali
(governor) of Zakat, Yhya Ibn Said, envoy the caliph Omar Ibn Abdelaziz in
North Africa wrote:"” Omar Ibn Abdelaziz sent me on Sadaqat of the North
Africa, and I fulfilled them, and I asked to give them to the poor people, but
I didn't find whoever to get them. Undoubtedly, Omar Ibn Abdelaziz
enriched people”.

The available figures in Zakat recipes go back up at the end of the
XIXth century, show that structure of the Moroccan budget wasn't state of
deficits budget. This is allocated to the specify of the organization of
Moroccan government which according to Abdesselem Taleb "unlike other
governments of the World, can, if necessary, work without money”. In the
part of recipes, the product of the Zakat came in this epoch to 3000 000 francs
a year, that is about 18 % resources of the state.
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In spite of difficulty to access in the ciphered data of the Zakat in this
period, it proves that the Zakat could serve of many social objectives under
reigns of different dynasty.

Functions charitable were assured and can be so introduced:

v" In poor and necessitous: food (Mérinides), clothing and benefits in kind
and in currency in the course of the month of Ramadan (Saadites), creation of
houses of pensions (Alaouites), ect.

v Sector of health: buildings of hospitals and purchase of buildings put in
Awqaf (Mérinides and Almohades).

v" Education: building of schools and allocation of Awqaf property for
consolidate their financial autonomy, distribution of grants to the students
according to their school results (Alauites).

v’ Liberalisation of the Muslim prisoners: liberalization of 48000 Moroccan
Muslims, Algerian and Turkish (Alaouite).

v Assistants to the immigrants by their religion in the earth of Islam:
assistance in the immigration of Andalous after the fall of Cordoue and of the

Algerians in 1830.

On the other hand, it was a kind of sharing out of the wealth that
supported a decent living standard for the poor people, the sick, the students,
the prisoners or the immigrants.

Contrary to the fact that Morocco outstanding discounted bills today
in term of inequality of sharing out of treasures, Islamic economy assures
across the application of Zakat a better social and economic redistribution.

Conclusion

This paper have for objective, across a trip in time and in space, to deepen a
subject which resides of a big importance in the present situation, and more
research of which there is theoretical than practices.

The subject of distribution of wealth, turns out in reality to be much
larger than it s * appears to it, a phenomenon which needs a deepened study,
and that leads us towards the reason of the choice of this subject which
presents Zakat as an ethical and practical solution to this paradox. So, how
Morocco could resolve the problem of distribution of wealth inequality with
application of Islamic economic system?
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MAKALE BILGIsi OZET

Sosyalizmin ¢6kmesi ve kapitalizmin stirekli sorun treterek
krizlere sebebiyet vermesi nedeniyle Islam ekonomik sisteminin
bir alternatif sistem olup olmayacagi son yillarda giindemi meggul
Anahtar Kelimeler: Islam  etmektedir. Tslam ekonomisinin tagidigi 6zellikler itibariyle hangi
Ekonomisi, Serbest Piyasa ekonomik sisteme daha yakin oldugu ise tartisma konusudur.
Ekonomisi, Kapitalizm Islam ekonomisinin tasidigi ozellikler incelendiginde serbest
piyasa ekonomisi ile benzestii ise bilinen bir gergektir. Bu
¢alismada Islam ekonomisi ile serbest piyasa ekonomisi gesitli

© 2016 PESA Tom ozelliklerine gore incelenmis olup aralarindaki benzerlik ve

haklar saklidir farkliliklar ortaya konmaya ¢aligilmigtr.
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Girig

Kapitalizmin son evresi olan liberal devlet politikalarinin uygulama sahasinin
ad1 serbest piyasa ekonomisidir. Uzun liberal ekonomik uygulamalardan sonra
belirli periyotlarla tekrarlanan ekonomik ve sosyal krizlerin en biytiklerinden
olan 1929 Biiyik Buhran’indan sonra devletci Keynesyen politikalarla her ne
kadar liberal politikalar bir kesintiye ugrasa da 19807lerden sonra neo-
liberalizm adiyla yeni bir serbest piyasa modeli olarak ¢ogu tlkenin ilgi ve
uygulama alanina girmistir.

Islam ekonomisi ise tiim ilhamini Kuran ve sinnetten alarak caglar
boyunca uygulama alani bulmugtur. Islam ekonomisi ¢ok farkli kiiltiir ve
medeniyetlerde farkli uygulamalar halinde kendisini géstermis olsa da genel
anlamda bir butunlik ve tutarlilik arz etmigtir. 2008 krizinden sonra reel
ekonomiyi destekleyen ve tiirev piyasalar gibi yiksek risk ve belirsizlik iceren
yapilardan uzak olan Islam ekonomi ve finansinin krizlere care olabilecegi fikri
heniiz tazeligini korumaktadir.

Islam ekonomisinin bir serbest piyasa ekonomisi olup olmadig
yoniindeki tartigmalar ise son yillarda yogunlagsmistir. Serbest piyasa
ekonomisinin 6zellikleri ile Islam ekonomisinin 6zellikleri bazen birbirlerine
paralel olup bazen de aralarinda farkhiliklar géze ¢arpmaktadir. Bu 6zellikler
her iki sistemin bireye ve topluma bakus acilariyla birlikte bazen benzesmekte
bazen de farklilagmaktadir.

Calismada her iki sistemin 6zellikleri tizerinde ayrintilar: ile durulmus
ve kargilagtirmalarla birbirleri arasindaki uyum ve zitliklar ortaya konulmaya
¢alisilmis olup genel anlamda, “Islam ekonomisi bir serbest piyasa ekonomisi
midir?” sorusuna cevap aranmuistir.

L. Serbest Piyasa Ekonomisi

Serbest piyasa ekonomisi 6zel sektor ve rekabete dayali, kaynaklar: dagitirken
fiyat mekanizmasini ve dinyada olusan fiyatlar1 gz oniine alan, resmi
mudahalelerin ve devlet yatirimlarinin minimuma indirgendigi dolayisiyla
kamunun milli hasila igerisindeki payinin azaltildigi, devletin varliklarinin
daha ¢ok alt yap1 hizmetlerine harcandig bir sistemdir (Ciftlikli, 1993, sh.4).
Seksenli yillar ise devletin Keynesyen politiklarindan serbest piyasa
ekonomisine gecis yillari olmugtur. Dunyadaki bir ¢ok ilke devletci
ekonomilerden vazgegerek piyasa ekonomisine dogru gegis icin bazi tedbirler

almiglardir (Sezgin, 2010, sh.155).

David Hume, insan aklinin kendi ¢ikar: i¢in ¢aba sarf ettigini, en
adaletli dizenin kendiliginden olugan diizen oldugunu ve resmi makamlarin
buna miidahale etmemesini, kisisel ¢ikarlarin ve serbestligin insanin tabiatinda
oldugunu 6ne sirmistir. Adam Smith ise bireylerin kendi ¢ikarlari icin
micadele ederek sonugta toplumsal ¢ikari arttirmasi, tabii diizenin en serbest
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diizen oldugu, kamunun givenlik diginda hicbir miidahalesinin olmamasi
gerektigi gibi gorisleri, Jeremy Bentham’in devletin kisisel faydacilig: artirmak
gibi bir gérevi oldugu ve 6zgurliik olmayan bir ortamda fayda, fayda olmayan
bir ortamda iktisadi serbestlik, iktisadi serbestlik olmadan 6zel miilkiyet ve
bunlarin timi olmadan da bir toplumun mutlu olamayacag: seklindeki
fikirleri ve J.Stuart Mill'in devletin ve etik duygularin haz tarafindan
belirlendigini, en fazla hazzi serbestligin verebilecegini, devletin de asil
niyetinin bu hazzi en yiiksege tasimak oldugunu ifade etmesi liberal fikirlerin
toplumda fazlalagmasini saglamigtir. Herbert Spencer, sosyal ayiklanmanin en
iyi olanin yasamasi sagladigini, “birakiniz yapsinlar” fikrini destekleyerek
yani rasyonel insami savunarak liberalizme katki saglamigtir. Benjamin
Constant, dini alanda, iktisatta, yayin organlarinda ve miilk edinme hakkinda
maksimum serbestlifi savunarak liberalizme destek olmugtur. Alexis de
Tocqueville de demokrasi ve liberalizmin birbirlerinden ayrilmaz pargalar
oldugunu ve tarihin serbestlik ve esitlik saglayan bir amagla yola ¢iktigini
savunup liberalizmin ginimiz degerlerine ulasan temel ilkelerine katki

saglamustir (Chapra, 1993, sh. 35).

Serbest piyasa ekonomisinin aslolan iki unsuru olarak “birakiniz
yapsinlar” ve sistemin kendiliginden dengeye gelecegini diisiinen “gdriinmez
el” teorileri gelistirildi. Bu unsurlar: gerceklestirecek olan da alici ve saticilarin
kargilikli ticari faaliyetleri sonucunda olusan fiyat sistemidir. Piyasa ortak
¢ikarlara gore degil bireylerin ¢ikarlarinin uzlagmasiyla olusur. Serbest piyasa
ekonomisini daha iyi anlamak agisindan M. Umer Chapra’nin farkli bir baksg
agisiyla ortaya koydugu su tanimlamasi 6nemlidir; “piyasa sistemi, piyasa
glglerinin sosyal huzura bagl olarak sahsi ¢ikari korumada yeterli oldugunu
iddia ederek o6nemli ahliki konulardan ve sosyo-ekonomik adaletten

kaginmaktadir” (Chapra, 1993, sh. 35).
A. Serbest Piyasa Ekonomisinin Ozellikleri
1. Serbest Piyasa Ekonomisinde Ozel Miilkiyet Haklar:

Serbest piyasanin 6zelliklerinden 6nde geleni bireylerin ve bireyler tarafindan
kurulan ortakliklarin ve sgirketlerin toplumdaki maddi varliklara sahip
olmalaridir. Ozel miilkiyete serbestge sahip olma haklari, miilk malikine,
miulke ait maddi kazanimlar1 toplumsal ¢ikarlarla zit digmeyecek sekilde
kullanim hakki verir. Bunun yaninda miras, bireysel miilkiyetin ayrilmaz bir

ciiziddiir (Unsal, 2004, sh.24).
Bireycilik, kisiyi ve kisinin psikolojik temaytillerini toplumda ekonomik

organizasyonun olmazsa olmaz temeli olarak gorir, kisinin aksiyonlarim
toplumsal ekonomik orgiitlenme i¢in yeterli goriir. Ekonomik 6zgiirlik ve
bireysel miilkiyet hakki: bireyciligin en 6nemli gerekliliklerindendir. Herkesin

farkli yeteneklere sahip olmasi ve bu yeteneklerin diger kisilerin yetenekleri ile
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rekabet ederek gelismesi bireyciligin  6zelligidir. Bireycilik ekonomik
ozgurligin, ekonomik ve sosyal rekabetin ve bireysel miilkiyetin bir
sonucudur (Ozel, 1994, sh. 72). Piyasa ekonomisi ise insanlara tamdif:
milkiyet haklar: ile birlikte tim bireysel 6zgurliikleri insanlara veren sosyal bir
sistemdir. Bir piyasada 6zel milkiyet yoksa o sistem bir serbest piyasa sistemi
olarak tanimlanamaz (Tayyar ve Cetin, 2013, sh.108).

2. Serbest Piyasa Ekonomisinde Tegebbiis ve Segim Ozgiirliigi

Serbest piyasada Ozgirlik demek sahislarin ve 06zel tesebbiisiin piyasa
sayesinde diledikleri se¢imi yapma hakkina sahip olmalaridir. Tesebbiis
ozgurligu ise bir sirketin kaynaklariyla tretimde bulunmas: ve trettiklerini
satmasinda devletin karsi miidahalesine ugramadan istedigi sekilde
davranmasidir. Sec¢im 6zgirligt tiketicilerle alakali olup tiiketicilerin
gelirlerini diledikleri gibi harcayabilmeleri manasina gelir. S6zlesme ve sirket
kurma 6zgiirlikleri bu 6zgtirliiklerin de ayrilmaz bir parcasidir (Unsal, 2004,
sh. 24).

Liberalizmin serbesti anlayigt ise negatif bir serbestliktir. Negatif
serbesti, kisinin digardan gelen bir bask: olmadan davranabilmesini ifade eder.
Kisi hareketlerine miidahale edilmediginde 6zgiir olur. Dolayisiyla kisinin dig
mudahale olmadan hareket edebildigi alanin genigligi 6zgilrliginin
genisliginin de bir gostergesidir. Serbesti de esas olan kisiye bir seyler
saglamast degil onun distan gelen zorlamalara maruz olmamasidir (Yayla,

1992, sh. 72).
3. Serbest Piyasa Ekonomisinde Kisisel Cikar

Her iktisadi birimin kendi ¢ikarlarini distinerek maksimum kar ve maksimum
fayday: amagclamas: kisisel ¢ikar olarak tanimlanir. Kapitalist ekonomilerde her
karar verici kendi lehine maksimumu elde etmek i¢in ¢abalar. Kisisel ¢ikar,
tesebbis ve se¢im Ozglrliginin amacini belirleyerek ayrica zarara maruz
kalan dreticilerin iflas etme olasiligini da igerir (Unsal, 2004, sh. 25).

Liberal dusgiince, bireyci anlayistan yola ¢ikarak “kamu faydast”,
“toplumsal iyilik” ve “ortak kazanim” gibi toplumu ilgilendiren tiim amaglara
uzaktir. Ayni zamanda kisilerin, kisisel ¢ikarlar1 haricinde ve onlarin tizerinde
bir ortak ¢ikarlar: oldugu distincesine de uzaktir. Aslolan kigisel ¢ikar olup
kisisel ¢ikardan toplumsal ¢ikar olusacaktir (Yayla, 1992, sh.72). Kisi iktisadi
anlamda kendi ¢ikarlari dogrultusunda eylemde bulunacak bir “homo
economicus”, dogru ve bilimsel olan: bulabilen bir “rasyonel insan” her tiirli
sosyal hareketi kendi amact dogrultusunda kullanabilen “faydact insan”dir
(Tayyar ve Cetin, 2013, sh.110). Max Weber'e gore ise; kapitalist iktisadi
sistemin, para kazanma isteklerine insanlarin kendilerini adama gereksinimi
vardir. Gerek kapitalizmin, gerek marksizmin temeli olan Bati ekonomi
teorisinde disiinilen insan modeli “iktisadi adam” dir. Bu insan tipi, batinin
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Rénesans ile baglayan, rasyonalist, akilci, sekiler ortami i¢inde ortaya ¢ikan,
robot gibi isleyen, attig1 her adimda menfaatini maksimize etmek isteyen insan
modelidir (Zaim, 1991, sh. 19).

4. Serbest Piyasa Ekonomisinde Piyasa Mekanizmasi ve Rekabet

Piyasa ekonomilerinde ticareti yapilan her malin fiyat adi verilen bir bedeli
olup her birey fiyatlara gore kendi ¢ikar1 agisindan en yiiksek fayday: elde
etmek ic¢in ugrag verir. Bu mekanizma ekonomik karar birimlerinin
eylemlerini fiyatlar yoluyla diizenler. Serbest piyasada islem goren bir metanin
alict ve saticilarinin piyasada olusan fiyat: etkileyememesi rekabet olarak

tanimlanabilir (Unsal, 2004, sh. 25).

Piyasa ekonomisi serbestlige rekabeti kazandirir. Rekabetgi bir sistemde
caligmak isteyenler istedikleri isi segebilir, titketmek isteyenler de talep ettikleri
her yerden aligveriste bulunabilir. Herkes birbirinden emin ve gliven i¢inde
faaliyette bulunabilir. Bu mekanizma sayesinde her bireye sinirsiz imkan
taninarak Gzgirlik saglanir. Tktisadi hayata kamunun miidahalesi insanlarin
her hareketinin kontrolii sonucunu doguracaktir. Bu mekanizmada ise siyasi
ve iktisadi serbestlik birbirini tamamlar. Iktisadi Gzgirligin olmadig bir
ortamda siyasi 6zgirlikten ise bahsedilemez (Mises, 1956, sh. 93).

5. Serbest Piyasa Ekonomisinde Sinirli Hiikiimet

Devletin ekonomiye siirli miidahalesi, serbest piyasa ekonomisinin en iyi
¢6zUimu Urettigi inanciyla, devletin ekonomiye etki ederek kapitalist sistemin
etkisini dugtirmek yerine, temek hak ve ozgirlikleri, rekabet¢i ortami
korumas: ve gelistirmesi ve bu yonde zorunlu olan degisiklikleri yapmasini
gerektirir (Unsal, 2004, sh. 25). Kamunun hicbir sekilde tabii diizene
mudahalesi serbest piyasada ongérilmez. Devlet sadece bireylerin dogal
diizenlerini devam ettirmelerine yardimei olmalidir. Higbir otorite insanlar:
bir sey yapmaya zorlamamalidir (Bastiat, 1964, sh. 78). Piyasada zorlamaya
yer olmadig: gibi Kamunun asil gérevi serbest piyasaya miidahale etmek degil
aksine onu koruyarak islerlik kazandirmak ve piyasay1 zora sokacak eylemleri
engellemektir. Devlet piyasada sadece giivenlik i¢in olmalidir (Rand, 1990,
sh.181).

Beertham ise toplumsal fayda teorisini kuraminin merkezine oturtmus
olup devletin piyasaya yapacag: miidahalelerin piyasadaki toplumsal mutlulugu
bozacag: distincesindedir. Bireyin mutlulugu ona gére her seyin 6niindedir.
Bunun i¢in devlet sadece glivenligi saglamakla sorumludur. Devletin asil amaci
kisinin faydasini hesaplamak degil ona hizmet etmektir. Smith ise bunu dogal
ozgirlik sistemi olarak distinmiis ve kisilerin kendi ¢ikarlar: i¢in eylemde
bulunduklarinda sanki “gériinmez bir elin” toplumun ¢ikarlarini da en st
seviyeye cikaracagi gorisiindedir. Spencer ise devletin kisilerin hayatina
yapaca@i her miidahalenin kendi kendini (devleti) daha da biiyiiterek insanlar
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kolelestirecegi gortistini savunur (Yayla, 1992, sh. 72). Freidman’a gore ise;
devletin gorevi, kanunlari ilimlagtirarak bunlara uymayanlar: cezalandirmaktir.

Kisilerin 6zgirliklerinin ¢atigtigi alanlarda ise hakemligi ustlenmektir
(Freidman, 1988, sh. 41).

I1. islam Ekonomisi

Islam Ekonomisi esasta, Kuran ve Siinnet ilkelerine dayanmaktadir.
Aile, miras, miilkiyet, devlet, infak, zekat, israf ve faiz yasaklar1 gibi konularin
ana hatlar1 Kuran ve stinnet ilkelerine dayanur. Islam ekonomisi, hukuk gibi
esneklik 6zelligine sahiptir. Dolayisiyla Islam ekonomisinde usul esas olarak
vahiyle gelen ilkelere dayandigi gibi uygulamalar zamana ve mekana gore
degismistir. Islam ekonomisinin ilkeleri kul hakkini temel alir. Bu ilkeler
israfin yok edilmesi, ekonomi ve siyasette oOzgirlik, milkiyet haklarinin
artirilmasi, toplumsal adalet ve refahin artirilmas: adlan altinda ele alinabilir.
Islam ayrica diger sistemler gibi denge olgusuna dayanir. Bu denge 3 yonlidir:
evrenin, insanin ve toplumun dengesi (Tabakoglu, 2008, sh.79).

Insanoglu, davramglarii  ibadet edercesine yapmalidir. Islam
ekonomisinin uygulama alani ibadetlerin bile ticaret haline gelmesi degil,
aksine ticaretin ibadet vasfi kazanabildigi bir alandir. Insanoglu zevkleri icin
degil ilahi gayeye goére yasamalidir. Ekonomik hayat kigileri “Allahs
anmaktan, namazlarimi kilmaktan, zekatlarimi vermekten alikoymamalidir”
(Nur 24/38). Islam ilkeleri ve uygulamalari kendi iginde uyum gosterdikleri
gibi birbirleriyle de bitinlik icerisindedirler. Ahldk, hukuk ve ekonomi
butinlik halinde olup birbirlerinden ayrilmaz ozellikler tagir. Toplumun
dengesini acgiklayan sey adalettir. Adalet kelimesi denge manasina gelir.
Bireyle ilgili olan itidal kelimesi de ayni kokten gelmektedir. Bu durumda
Islam iktisadinin toplumsal hitkiimleri sosyal adalet ile uyum igerisinde
olmalidir. Sosyal adaletin gergeklesmesi icinse sunlar saglanmalidir; israfin yok
edilmesi, adil gelir dagilim: ile servet ve miilkiyetin yayginlagtirilmas,

ekonomik bagimsizlifin saglanmas: ve ekonomik istikrar (Tabakoglu, 2008,
sh.83).

A. Islam Ekonomisinin Ozellikleri
1. Islam Ekonomisinde Ozel Miilkiyet

Islami goriiste miilkiin asil sahibi insan degil Allah’tir. Insanoglunun sahip
oldugu miilkiyet Allah’'in miilkiyetinden dogmustur. Insamn sahip oldugu
miilk bir imtihanin araci olup 6zel milkiyetin toplumsal ¢ikarlarla catismamasi
gerekir (Tabakoglu, 2010, sh.120). Islam’in insan ve mal itizerine gorlst ve
miilkiyet anlayis: kapitalizm ve komiinizmden tamamen farklidir. Islam insana
da egyaya da bakarken, Yaraticiy1 hi¢bir zaman unutmaz. Gergek anlamda esya
da insan da O’na aittir. Bunun i¢inde esyanin da insanin da toplumun da hakk:
vardir. Islam, bireye milkiyet hakki tanimstir fakat bu hak izerinde

166 International Journal of Islamic Economics and Finance Studies



JISEF

Yaratict'nin hakks ilk siradadir (Karakog, 2013, sh. 32). Milkiyetin mahiyeti
ise Kur'an-1 Kerim’de su sekildedir: “Goklerde ve yerde ne varsa Allah’a aittir.”
(2/284). Bu nedenle kiinattaki her sey Yaraticiya aittir fakat O, faydalanilmasi
amactyla insana yetki vermis ve insani gorevli kilmistir. Bu nedenle, insan
nimetlerden faydalanma konusunda cani istedigi gibi tiimuyle serbest degildir.
Mulkiyeti kullanma hakk: sinirli tutulmugtur. Malin gercek sahibi Allah
oldugu i¢in Kuran’da belirlenmis sinirlarin disina ¢ikamaz, ¢inki o, Yaratan

tarafindan sadece gorevli kilinmugtir (Qazi, 2015. Sh.106).

Islam’da 6zel miilkiyetin ortaya ¢ikisini C. Yeniceri su sekilde anlatiyor;
kisiler, Yaratan'in insanogluna verdigi nimetlerden kendi gayretleri ile bazi
seyleri ele gegirirler veya bazi seylere belli sekiller verirlerse ona malik olurlar.
Ayni zamanda elde ettiklerini de kendi soylarina miras olarak birakirlar.

Boylece 6zel miilkiyet dogmusgtur (Yenigeri, 1980, sh. 37).

Islam miilkiyetin temeline 6ncelikle emegi koyar. Uretim faktorlerinden
sermaye ve topragin urtnlerinin sahsa ait olmas: ise ancak insanin emegiyle
desteklenmesiyle mimkiindir. Enerji kaynaklari, madenler ve genis tarim
topraklar1 tizerinde devlet miilkiyetinin 6ngdrilme nedeni 6zel miilkiyetin
toplumsal ¢ikarlarla catigmamasidir. Islam’in mali koruma ilkesi, hem mali
saldirilardan korumak hem de onu israf etmekten ve yok etmekten kaginmak
anlamina gelir. Ozel miilkiyetin yayginlasgtirilip, belli ellerde toplanmasinin
engellenmesi ayni zamanda Islam iktisadinin en énemli hedeflerinden biridir.
Yine bu sebepten miras mimkin oldugu kadar ¢ok yakinlar arasinda
paylastirilir (Tabakoglu, 2010, sh.121). Ayrica savasta elde edilenlerin de cihad
edenlerle paylagilmasi 6zel ve kamu miilkiyetinin kabul edildigi seklinde
yorumlanabilir (Gul, 2010, sh.51,52).

Kuran-1 Kerim ve hadisi seriflerde 6zel milkiyet megru gorilmistiir.
Bir hadisi serifte Hz. Peygamber bir kisi 6zel miilkiini korurken oldirilirse
o kisinin sehit olacagini ifade etmektedir. Bu nedenle Islam’da miilk
dokunulmaz olarak telakki edilmis ve her turli tecaviizden korunmustur.
Kuran-1 Kerim, yetimlerle alakali “onlarin mallar1” tabirini kullanarak, yetim
hakkinin korunmasini ve yetim malina dokunulmamasini emreder (Acar,

2010, sh.217).

Islamiyet’in servet birikimine bakis agisi; Hasr suresi 7. ayette “o mallar,
i¢inizden yalniz zenginler arasinda dolasan bir servet haline gelmesin” seklinde
ifade edilmis olup Himeze suresi 1. ve 2. ayette de “mal toplayan ve onu
durmadan sayan insanlar” uyarilmigtir. Ayrica Tevbe suresi 34. ayet “altin ve
glimist biriktirip gizleyerek onlar1 Allah yolunda harcamayanlar: elemli bir
azapla mijdele” denilerek mal, miilk ve para biriktiren kisilerin bunlari Allah
icin toplum yararina sarf etmeleri istenmistir. Bu bakis agist ayrica Islam
toplumlarinda burjuvazi olusumunu da engellemistir.
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Sezai Karakoga gore ise, Islam’da toplumla insan, biri Gbiiriine
ezdirilmeyecek sekilde bir hak dengesi i¢cindedir. Komiinizm, ferdi toplum i¢in
feda etmis, kapitalizm ise toplumu fert icin feda etmistir. Islam ise arada bir
denge olusturmak ve ferdi, topluma karsi da korumak i¢in &biir haklarinin
yaninda ona miilkiyet hakkini da tanimugtir. Buna karsilik toplumu korumak
i¢in de bu hakk: edinmekte ve kullanmakta bir¢ok kayitlar, sartlar ve sinirlar
koymus, toplumu da busbitin pasif bir toplum halinde birakmamigtir
(Karakog, 2013, sh. 34).

2. Islam Ekonomisinde Tegebbiis ve Segim Ozgiirligi

“Islam ekonomisi”, ferdiyetci degil, sahsiyetci ve toplumcu egilimlere sahiptir.
Sadece kendi ¢ikarini 6n plana koyan insan tipi Islam ile bagdasmaz. Devlet,
uretime katki yapmayan bir organizator olarak dustintilerek iktisadi alanda
denetim ve gozetim yapmalidir. Bu sekilde davranan bir devletin 6zel sektori
engelledigi diisiinilemez ve 6zel sektore de rakip degildir. Ayrica Islam’in
insanoglundan talebi oncelikle iman etmesi ve dinyamin nimetlerine
kapilmadan  ¢alismasidir.  Misliman, ekonomik hayat icerisinde
girisimciligini kullanirken a¢g6zli ve ihtirash olmamalidir (Tabakoglu, 2010,
sh.125,126). Insan ekonomik hayat icerisinde yapilacak ve yapilmayacak
olanlara karar verir, strekli tercihlerde bulunur, tesebbiis eder, tiretir ve tiiketir.
Bu nedenle her ekonomik sistemde farkli bir insan anlayisindan s6z edilebilir.
Islam dininde insan, kendi 6zgiir iradesi ile karar alir, aksiyon haline getirir ve
bu aksiyon sonucu yaptigindan sorumlu olan tek varlik olarak distinilebilir.
Islam dininin en énemli amaclarindan birisi ise insanin sadece ekonomik
sahada degil, birey olarak toplumun tim alanlarinda en uygun olana karar

vermesini saglayacak nitelikleri kazanmasidir (Giil, 2010, sh.53).

Secim ve tegebbiis 6zgtirligi kisilerin paralarini harcayacag: alanlari ve
girisimde bulunacaklar: kaynaklarini hangi sektorde degerlendireceklerine dair
bir 6zgiirliiktiir. Islam, tercihleri insana birakarak kisilerin kendi kaynaklarini
kullanmada 6zguir birakir. Rekabetcilik megru gorilmis olup piyasaya giris her
durumda serbesttir. Fiyatin devlet tarafindan belirlenmesi, Hz. Muhammed
tarafindan izin verilmeyen bir husustur. Islam; rekabeti, devletin piyasaya
mudahalesinin sinirli olmasini ve devlet gorevlilerinin eylemlerinden dolay:

cezalandirilabilmelerini tegvik eder (Acar, 2010, sh.218).

Sadra gore; “Islam iktisadi kisilere ekonomik alanda serbesti tanur.
Fakat bu serbesti Islam’in etik ve manevi ilkeleri ile celismemelidir. Bu ilke ile
kapitalist ve sosyalist ekonomiler arasinda derin farklar mevcuttur. Islam
dininde toplumsal refaha biiylik 6nem verildigi halde kisisel 6zgtirlikler
toplumsal sonuglardan bagimsiz degildir. Bireysel 6zgurlik, toplumsal
menfaat ve Islam toplumunun maddi ve manevi alanlariyla ¢atismadig: veya
kisinin diger insanlarin hakkina girmedigi stirece kutsal olarak addedilmistir

(Gul, 2010, sh.70). Hz. Peygamber’in toplumun ortak paydasinin faydasina
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olacak olan tiim eylemleri bireysel haklara tercih ettigi birgok hadisi serifi
mevcuttur. Bireyin 6zgirligiine Islam’da sayg1 duyulmakla beraber, piyasadaki
serbesti ve bundan toplumun menfaati daha 6n plandadir (Qazi, 2015,
sh.110).

Islamiyet’in bir denge dini olmasi nedeniyle tesebbiise 6zgiirlik tanidig:
halde sinirsiz gekilde servet edinmeye de edindigi serveti israf etmeye de
kargidir. Allah, En’am suresi 141. ayette “israf etmeyin ¢linki O, israf edenleri
sevimez” ve Araf suresi 31. Ayette “yiyin, i¢in (fakat) israf etmeyin” diyerek
israfa karg1 bakig agisint bizlere iletmistir.

3. Islam Ekonomisinde Kisisel Cikar
Biyik baligin kigik baligi yutmasi durumunun bir kanun olarak

degerlendirilmesinin ekonomi alanindaki yansimasi serbest rekabet yani
“birakiniz yapsinlar” zihniyetidir. Kapitalist sistemin dogurdugu “homo
economicus” tipi insanin temel hedefi sahsi menfaati olup olgunlasan hali
burjuva olarak tanimlanabilir. Islamiyet’te ise toplumsal faydayr kendi sahsi
¢ikarlarindan Gstin tutan kandat sahibi girisimci insan tipi idealize edilmistir.
Bunun somut orneklerinden biri ahilik sistemidir. Bir Mislimanin etik,
hukuki ve iktisadi alanlarda genel davranigi; yalan s6ylememesi, bagkalarinin
haklarina tecaviiz etmemesi, tekelcilik, ihtikar ve karaborsaciliga karismamast,
yaptig1 akitlere uygun hareket etmesi ve namuslu olmasidir. Bir Misliman
kendi ¢ikarlarindan 6nce toplumsal ¢ikarlar: gozetmelidir. Digergam davranig
tarzi ve hizmet aski esas olmalidir. Allah’in rizasina y6nelik olmadan bir
Miislimanin maddi zenginligi bir deger tasimaz. Allah insanlardan temiz bir

kalp talep etmekte oldugundan Miisliiman, ekonomik faaliyetlerinde bu temiz
kalbi korumakla yikimlidir (Tabakoglu, 2010, sh.118).

Islam’in  kigilerden talebi kiginin diinyanin gegici goriintiisiine
aldanmadan caligmasi olup bir Mislimamn iktisadi hayatta girisimcilige iten
aggozliiliik ve ihtiras gibi duygulari olmamalidir. Islami ekonomik sistemde
kandatkirlik 6n plandadir. Kaniat, ihtiras arzusunun tam tersi olup girisim
verimliligi ve hakkina razi olma duygusu bu sayede kazamilir. Boylece
ureticiler ile tiiketiciler arasinda ve kisi ile toplum arasinda barig1 kandat tesis
eder. Peygamberimize gore gergek zenginlik goniil zenginligidir. Islam’da
toplumculuk sosyal ve ekonomik ilkelerden en 6nemlisi olup toplumun ¢ikar:
kisilerin ¢ikarlarindan Ustiin tutulur. Fikihta da toplumun haklar1 Allah’in
haklar1 arasinda dustinildiginden bunlarin affi hi¢ kimsenin yetkisine

verilmemistir (Tabakoglu, 2010, sh.118).
4, Islam Ekonomisinde Fiyat Mekanizmas: ve Rekabet

Islam’in 6ngordiigii ekonomik sistemde, talep eden tarafin fiyati diisiirmesi,
arz eden tarafin ise fiyat: fazla yikseltmesi egilimi yumusatilmis olup arz ve
talebin esnekliginin artmasi ve fiyat istikrarinin saglanmasi 6nemlidir. Islam’a
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gore insanlar sadece hayirli islerde rekabete girmelidirler. Ekonomik sistem
icerisinde rekabet bir siire sonra rekabeti yok etmekte ve bir sekilde anlagma
ile sonuglanmaktadir. Bu nedenle rekabete girmeden once isin basinda
yardimlagilmas: ve dayanisma icerisinde olunmas: tekelciligi buyik o6lciide
giderecektir. Islam dlkelerinde fiyat ve kalite denetimi narh sistemiyle
gerceklestirilmigtir. Asil istenen monopol (tekelci) yapilarin olusmadig bir
piyasada fiyatlarin serbestce olusmasidir. Devletin veya tekelci gliclerin
yapacagt mudahaleler piyasayr daraltacagindan ve karaborsaya yol
agabileceginden sadece eksik rekabet sartlarinda ve piyasada ihtikar ortami
gorildiginde fiyatlar devletin denetimine tabi tutulmugtur. Ayrica
tiketicilerin aldatilmasi ve fiyatlarin spekilatif olarak artiridmasi gibi
durumlarda da piyasaya mudahale s6z konusu olmugstur (Tabakoglu, 2010,
sh.124).

Islami inamga gore; Allah, piyasada arz ve talebi bir dogal arag¢ olarak
tanzim etmistir. Bu, kamunun ekonomiye olan miidahalesine Islami bir bakig
agisidir. Peygamberimiz zamaninda bir ara fiyatlar arttiginda bazi insanlar
Peygamberimize fiyatlar1 sabitleme hakkindaki gorigiini sorduklarinda,
Peygamberimiz fiyatlar: degistiren ve artiranin Allah oldugunu ifade etmistir.
Bu hadis bize fiyatlarin Allah’a birakilmasi ve piyasalara yapilacak miidahaleler
hakkinda Islam’in bakis acisini vermektedir. Ayet ve hadislere bakildiginda
Miislimanlarin piyasaya miidahalesinin dini agidan uygun olmayacag: agik bir

sekilde ortaya konmaktadir (Qazi, 2015, sh.107).

Piyasada rekabeti destekleyen Islam ekonomisi piyasada spekiilasyona
da kargidir. Bir hadisi serifte peygamberimiz “kitlik zamaninda tahil ileride
saglayacag kazang i¢in satin alip biriktiren biytk bir ginahkardir (Muslim ve
Miskat)” diyerek Islam’in konuya olan bakis agisi insanliga iletmistir.
Islam’da emeksiz kazang statiisiine giren karaborsa, ihtikir gibi spekiilatif
hareketler yasaklandig1 gibi bu statiiye giren faiz de yasaklanmistir. Bu nedenle
Bakara suresi 275. ayette Allah, aligverisi helal, faizi ise haram kildigini bizlere
bildirir.

Hz. Muhammed’in peygamberlik 6ncesi zamanlarda ticaret yaptig,
Yemen, Suriye ve Bahreyn gibi uzak itlkelere ticaret amaciyla gittigi
bilinmektedir. Ayrica Arabistan yarimadasinin bir transit ticaret merkezi
olmas1 dolayistyla bu bolgenin Islamiyet sonrasinda da bu vasfi devam etmistir.
Islamiyet’in serbest ticaret ve piyasa ekonomisine verdigi Gnem nedeniyle
uluslararast ticarete ve yabanci sermayeye kisit konulmamustir. Hz. Omer'in
halifelik déoneminde ise dis ticarete giimriik vergileri getirilerek i¢ piyasadaki
fiyat istikrarina verilen 6nem ortaya konmustur.
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5. Islam Ekonomisinde Sinirh Hiikiimet

Devlet, Islami gelenekte insanlarin yasamlarini idame ettirebilmeleri igin para
kazanmalar1 6ntindeki engelleri kaldirmak ve tlke igerisinde yasayan tim
halkin mal ve can giivenligini saglamakla yiikiimlidir. Ciinki bir Islam
ulkesinde yasayan insanlar, serbest¢e seyahat edebilir, c¢aligabilir, para
kazanabilir, miilk edinebilir ve ticaret yapabilirler. Fakat hicbir Islam
tulkesinde devlet, kit olan kaynaklarin tahsisi ve asiri talep olan durumlara
kayitsiz kalamaz ve bu alanlari denetimsiz birakamaz. Devlet bu konularda
pozitif bir rol oynayarak gereken planlamalari yapmali ve gerekli fiziksel ve
sosyal altyapiyr da hazirlamalidir (Giil, 2010, sh.70).

Islam tilkelerinde tiretim ihtiyaca gore belirlendiginden dogal kaynaklar
israf edilmez. Bu tip bir Gretim tarzi vatandaslarin beslenme, barinma vb.
diger tiim ihtiyaglarini kargilayacaktir. Devletin bu konudaki gorevi denetim
sahasinda olmalidir. Peygamberimiz bir arazide tarim yapanlarin o topraga
sahip olmasini ve topraklarin igletilmeden bog birakidmamasini istemigtir.
Biytik tarimsal arazilerde vatandaglara kullanim hakki verilmis olup miilkiyeti
ise devlete verilmistir. Peygamberimiz zamaninda ikta ad: verilen bu sistem
sonralar1 timar adiyla devam etmistir. Devlet ekonomide denetim ve gozetim
yapma hakkina sahip oldugundan tretici degil organizasyonu diizenleyen taraf
olmalidir. Bu ¢erceveden bakildiginda devlet, 6zel tesebbusi engelleyen veya
ona rakip olan bir konumda degildir (Tabakoglu, 2010, sh.121).

Devlet vatandaglarinin dinini, nefsini, malini ve aklin1 koruyan bir Gst
mercidir. Bu nedenle Islam iilkelerinde devlet; adaleti saglayarak haksizliklara
engel olmali, kanun ve dizeni korumali, kisilerin can ve mal emniyetlerini
saglamali, piyasayr halkin menfaatleri dogrultusunda caligtirmali, altyapiy
eksiksiz inga etmeli ve halkinin sosyal glivenligini saglamalidir (Erdem, 2015,

sh.14).
ITI. Her Iki Ekonomik Sistemin Kargilagtirilmas:
1. Ozel Miilkiyet

Serbest piyasa ekonomisi, 6zel milkiyeti tam olarak insanin sahipligine
verirken Islami goriislere gore miilkiin sahibi Allah’tir. Dolayisiyla Islam’da
insan, milkiin ancak bir emanetgisi olabilir. Ancak bu emanet¢ilik Misliiman
bir bireyin miilkiyete sahip olmasini engellemez. Miras konusunda da her iki
sistem, mirast serbest birakmis olup Islam’da bu durum ayni zamanda “malin
tek elde toplanmamas:” ilkesince de benimsenmigtir.

Serbest piyasada 6zel miilkiyetin sinurlari gizilmemis olsa da Islam
ekonomisinde 6zel milkiyetin yayginlastirilip belli ellerde toplanmas:
yasaklanmigtir. Bu nedenle Islam toplumlarinda burjuva sinifi olusmamustar.
Bununla birlikte hem serbest piyasa ekonomisinde hem de Islam
ckonomisinde serbest milkiyet haklar1 toplum ¢ikarlariyla gelismedigi
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durumda mevzubahistir. Her iki ekonomide de serbestligin sinirlari toplum
cikarlariyla cercevelendirilmigtir. Ancak Islam ekonomisi toplum ¢ikarlarina
halel gelmemesine daha fazla 6nem verdiginden enerji kaynaklari, madenler
ve genis tarimsal arazilerde devletin milkiyetine 6nem vermistir. Bu nedenle
bu tip toplumsal alanlarda bireyin tasarruf yetkisi sinurhidur.

Miilkiyet haklariyla birlikte birey haklarina da 6zel 6nem veren serbest
piyasa ekonomisi, Islam ekonomisi ile bireyselcilik agisindan ayrilmaktadur.
Islam’da birey her durumda kendi cikari ile birlikte toplum ¢ikarini ve hatta
toplumun mutlulugunu da gozetmekle mikelletken, serbest piyasa
ekonomisinde her sey birey i¢in vardir. Serbest piyasa bireyselciliginin son
noktast, “birakiniz yapsinlar” diisturudur. Hem Islam hem de serbest piyasa
ekonomisinde bireyler miilklerini korumakla yiikiimlidirler. Bu konuda
olduk¢a benzesen iki sistemin 6ziinde 6zel miilkiyete verdikleri énem ve
serbesti yatmaktadir. Her iki sistemde de milkiyet “dokunulmaz” olarak
telakki edilmistir.

2. Tegebbiis ve Segim Ozgiirliigi
Serbest piyasa ekonomisinde bireylerin diledikleri se¢imi yapma hakk: oldugu

gibi Islam ekonomisinde de tercihler insana birakilmugtir, Islam’da insanlar
hir iradeleriyle kararlar alarak kendi para ve kaynaklarini diledikleri gibi sarf
edebilirler. Fakat bu hak, sinirsiz harcama yapabilecekleri anlamina gelmez.
Ciinkii Islam’da israf yasagi oldugu gibi ahlaki ve manevi degerlerin getirdigi
kisitlar1 da bir Musliman ekonomik anlamda da distinmek durumundadir.
Ayrica bireysel oOzgirlikler sosyal sonuglardan hicbir zaman bagimsiz
olmadigindan harcama yaparken mutlaka toplumun ¢ikarlarini da digtinmek
zorundadirlar. Eger bir aligveris toplumun ortak faydasina zarar veriyorsa
Islam bu duruma miidahale ederek kisitlamalar getirmektedir. Oysaki serbest
piyasa ekonomilerinde birey ticaret yaparken hicbir dis zorlama veya baskiya
muhatap birakilamaz. Serbest piyasada her ne kadar toplumun ¢ikarlari
onemseniyor olsa da ahliki ve manevi degerlerin piyasayr etkilemesi soz

konusu degildir.

Tegebbus 6zgiirlugi adimi verdigimiz; tretim yapma ve yaptigt uriind
diledigi gibi satma 6zgirligl serbest piyasa ekonomisinin olmazsa olmazidur.
Devleti sadece organizator olarak géren serbest piyasalarda zorlama veya
baskiya higbir gekilde yer yoktur. Islam ekonomisi de aslinda devleti
organizator olarak gérmekte olup devletin 6zel tesebbust engelleyici olmasi
veya devletin 6zel tegebbiise rakip olmasi s6z konusu degildir. Bu ydniiyle
tesebbiis 6zgiirligiine hem serbest piyasanin hem de Islam ekonomisinin bakis
agist benzer olmakla birlikte ayrildigi nokta, Miusliimanlarin bir tegebbiiste
bulunurken hurs, ihtiras ve aggézlilige yer vermemeleri zorunlulugudur.
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3. Kigisel Cikar

Sadece kendi ¢ikarini diisinerek maksimum fayda ve maksimum kir elde
etmeyi diisiinen serbest piyasa insaninin kargisina Islam ekonomisi toplum
yararini kendi ¢ikarindan dstiin tutan kanaatkar insan tipini ¢ikarir. Liberal
ekonomilerde 6nemli olan, bireysel ¢ikarlar olup ortak ¢ikarlar kabul edilmez.
Kardesini kendisine tercih etmesi tavsiye edilen Misliman insanin diinyasina
“kigisel ¢ikar” fikri ve uygulamast oldukg¢a uzaktir. Boylece Islam’da, iiretici
tiiketici ile fert de toplumla her zaman barigiktur.

Yalan soylemek, hak yemek, tekelcilik, karaborsacilik, sozlesmelere
uymamak ve namuslu davranmamak Islam ekonomisinde yasaklanmustir.
Kendi ¢ikarlar1 dogrultusunda hareket eden ve adina rasyonel insan veya
faydaci insan denilen “homo economicus” tipi insana Islam bu nedenlerle
oldukga yabancidir. Ferdi menfaati toplum menfaati 6niine koyarak davranan
ve bundan toplumsal ¢ikarin dogacagini zanneden bu faydaci insan modeline
karsin Islam, cemiyetin haklarini Allah’in haklar arasinda saymustir.

Biytuk baligin kiigtik balig1 yutacag: acimasiz piyasa kosullarini dayatan
ve bunu doganin geregi sayan liberal ekonomik diisiince ayn: zamanda kamu
yarari, toplum iyiligi ve ortak iyiligi reddetmektedir. Ayni zamanda zarar
edenin iflasini agiklayarak alacaklilarin hakkini gasp ettigi bir yap1 olan serbest
piyasa ekonomisine kargilik 6nemli olanin Allah’in rizasini kazanmak olan
maddi ihtirastan, aggozliliikten ve sadece kendi menfaatini digtinmekten
uzak bir insan modelini sadece “Islam ekonomisi” insanliktan talep
etmektedir.

4. Fiyat Mekanizmasi ve Rekabet

Serbest piyasa ekonomisi 6zgiirlugi rekabetle saglar. Rekabet sayesinde, islem
goren bir mala alic1 ve saticilar tarafindan piyasa fiyatini etkileme imkén:
taninir. Islam’da da rekabet ve dolayisiyla fiyatlarin serbestce belirlenmesine
ozel 6nem verilmistir. Peygamberimiz bir hadisinde; fiyatlari belirleyenin
Allah oldugunu, bundan dolay: piyasaya mudahale edemeyecegini ifade
etmislerdir. Piyasada fiyatlar1 Allah’in belirlemesi aslinda fiyatlarin arz ve
talebe gore olusacagi manasmna gelir. Bu yoniyle bakildiginda Islam’in
piyasaya ve fiyatlara midahalesi O6ngorilmemektedir. Ancak toplum
¢ikarlarmi da gozeten Islam ekonomisi adaletsizlik, karaborsacilik gibi
durumlarda piyasaya devlet miidahalesini caiz goriir. Ayrica Islam’da mal
pazara gelmeden satin alinmasi da caiz goérilmez. Bunun nedeni malin
fiyatinin pazarda olusmasinin saglanmasidir. Bu yonden bakildiginda serbest
piyasa ekonomisi ile Islam ekonomisi paralellik arz eder diyebiliriz. Piyasada
spekiilasyona ve dolaystyla haksiz, emeksiz kazanca da Islam izin vermez.

. Serbest piyasada narh benzeri tavan fiyat belirlenmesi ve kalite denetimi
Islam ekonomisine gore ¢ok azdir. Narh uygulamasi zorunlu durumlarda
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uygulanmakta olup tekelciligi o6nlemekte bdylece fiyatlarin serbestce
belirlenmesine yardimci olmaktadir. Eksik rekabetin ve ihtikirin oldugu
piyasalara devlet narh yoluyla denetim getirmistir. Bu yontem Islam’i toplum
¢ikarlarini  savunan y6ninid bizlere yansitmaktadir. Serbest piyasa
ekonomisinde ise fiyat kontroli mevcut olmayip insanlara sonsuz imkan
sunarak toplum ¢ikarlarina degil birey 6zgurligine atifta bulunulur.

Islam’a gore arz ve talep olusurken alici ve satici miisimahakar ve
comert olmalidir. Bu sayede pazarligin yumusayacag, arz ve talebin esneklik
kazanacag, fiyatlarda esneklik saglanacag: ve boylece tekelciligin 6nlenecegi
ongorilir. Serbest piyasa ekonomisine bu agidan bakildiginda ise kisisel ¢ikar
geregi, aligverislerde bu tip bir miisimaha ve comertlikten bahsedilemez.

5. Sinurli Hiikiimet

Serbest piyasa ekonomisinde devlet iktisadi hayata ve dogal diizene midahale
etmez. Ancak temel hak ve ozgtrliikleri ve rekabeti korumak i¢in hukuki ve
kurumsal diizenlemeler getirir. Islami ekonomik sistemde ise devletin gorevi
ozgirliklerin ve 6zel milkiyetin 6ntni agmak ve iktisadi engelleri kaldirmak
ve can givenlifini saglamaktir. Buradan anlagiliyor ki her iki sistemde de
devletin oynadigi rol aymdir. Ayrildiklari nokta ise serbest piyasa
ekonomisinde bireyin mutlulugu 6ncelikli olup devletin topluma yaptig: her
mudahalenin toplumsal mutlulugu ve dolayisiyla bireysel mutlulugu bozacag:
endigesidir. Smith’in belirttigi gériinmez elin toplumu kendiliginden mutlu
edecegi vurgusuna kargin Islam’da devletin sosyal politikalar iiretip, planlama
yapmasi ve boylece piyasaya mudahale etmesi asidir. Bu agidan “birakiniz
yapsinlar” ve “goriinmez el” sloganlari Islam ekonomisine uymaz.

Islam ekonomisinde devlet; kaynaklarin tahsisini yapmakta, piyasa
tzerinde denetlemelerde bulunmakta, gerektiginde fiyatlara narh/rayic fiyat
uygulamakta ve tabii kaynaklar israf edildiginde denetimde bulunmaktadur.
Bunun diginda biiytk topraklarda kisilere kullanim hakk: vermekte fakat ilk
zamanlarda iktd ve sonrasinda timar sistemlerinde oldugu gibi bu topraklar:
devlet miilkiyetinde tutmaktadir. Serbest piyasa ekonomilerinde ise devlet
sadece piyasayr koruyarak dizgin islemesine katkida bulunmakta olup
topraklarin devlet mulkiyetinde olmasini 6ngérmez.

Her iki sisteme birden bakildiginda; sinirli hitkiimet kavramina 6nem
verdikleri ve devletin Uretim yapmayip Uretim alaninda sadece organizator
olarak var olmasim yeterli gordiikleri agiktir. Fakat Islam’in gerektiginde
toplumsal ¢ikar agisindan piyasaya miidahale etmesi ve toprak miilkiyetinde
bireye sadece yararlanma hakki tanimasi kendisine liberalizme gore daha
devletci bir yap: kazandirmgtir.
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Sonug

Asagidaki tabloda herhangi bir ekonomik sistemde yer alabilecek birgok
konuda serbest piyasa ekonomik sistemi ve Islam ekonomik sistemi

karsilagtirilmigtir.
Tablo 1: Serbest Piyasa Ekonomisi ve Islam Ekonomisinin Cesitli Basliklarda
Kargilagtirilmasi.
Serbest Piyasa Islam Karsilagtirma
Karslasturulan Konular Ekonomisinde | Ekonomisinde Sonucu
Ozel Miilkiyet Serbest Serbest Uyumlu
Miras Haklar Serbest Serbest Uyumlu
Servet Birikimi Serbest Yasak Uyumsuz
Toplumsal Cikar Yok Var Uyumsuz
Miilkiyet
\Y% \Y% Uyuml
Dokunulmazlig o o yum
Israf Yasag Yok Var Uyumsuz
Faiz Ozgiirligi Var Yok Uyumsuz
Piyasada Spekiilasyon Var Yok Uyumsuz
Yabanc: Sermaye Serbest Serbest Uyumlu
Uluslararas: Ticaret Serbest Serbest Uyumlu
Tesebbiis Ozgiirligi Var Var Uyumlu
Tiiketim Ozgiirliigii Var Sinirh Sl
Uyumlu
Ahlaki Degerlerin
Yok \Y% U
Piyasay: Etkilemesi ° o yumstz
Sinirl
Kisisel Cikar Serbest Sinirly HHE
Uyumlu
Piyasa Rekabeti Serbest Serbest Uyumlu
Fiyatlarin Belirlenmesi Serbest Serbest Uyumlu
Tekelcilik Serbest Yasak Uyumsuz
Piyasa Denetimi Yok Var Uyumsuz
Devletin Toplumsal
Miidahalesi Yok Var Uyumsuz
Toprakta Devlet
Milkiyeti Yok Var Uyumsuz
Sinurli Hitkiimet Var Var Uyumlu
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Bu tablo detayli olarak incelendiginde bir¢ok konuda serbest piyasa ekonomisi
ile Islam ekonomisinin uyumlu oldugu kadar bir o kadar da uyumsuz alanlar:
kapsadiklar: dikkatlerden kagmamaktadur.

Soyle ki 6zel miilkiyet, miras haklari, miilkiyet dokunulmazlig1, yabanci
sermaye serbestisi, uluslararas: ticarete bakis agisi, bireylere saglanan tesebbis
ozgurligi, rekabet 6zgirligl, fiyatlarin serbestce belirlenmesi ve devletin
sturli mudahalesi agisindan her iki sistem de birbirleriyle tam olarak uyum
icerisindedir. Tiiketim 6zgirlugi ve kisisel ¢ikar agisindan ise her iki sistemin
benzestigi ve ayristig1 alanlar mevcut olmakla birlikte servet birikimine bakig
agsi, toplumsal ¢ikarlar, israf hirriyeti, faiz 6zgurligi, piyasada spekilasyon
yapilmasi, ahlaki (dini) degerlerin piyasayr etkilemesi, tekelcilik, piyasa
denetimi, devletin toplumsal midahalesi ve toprakta devlet miilkiyeti
alanlarinda ise her iki sistem tamamen birbirinden ayrilmaktadir.

Islam ekonomisi toplum ¢ikarlarini her durumda bireylerin kisisel
¢ikarlarindan 6nde gormekte olup serbest piyasanin bireylere verdigi
ozgurliklerin toplum ¢ikarini olumsuz etkilemesine asla izin vermez.
Serbestligin sinirlarini toplumun ¢ikarlar: gevreler ve bunun disina ¢ikilmas:
Islam ekonomisinde yasaklanmugtir. Birey yaptigi her ekonomik harekette
kendi ¢ikariyla birlikte toplumun ¢ikarlarini da gozetmekle miikellef
kilinmugtir. Bireysel agidan Islam ekonomisi miilkiyete serbestlik tanidigi
halde buna bir sinirlama getirmis ve servet birikimine mani olmugtur. Ayrica
eldeki servetin sinirsiz harcanmasi da israf yasagi nedeniyle miimkiin degildir.
Dolayisiyla bir Misliiman, kazangta ve kazandigini harcamada da tst limitlere
sahiptir. Bu nedenle israf etmeden toplumun ¢ikarlar: agisindan kazandigim
paylasmak Islam ekonomisinin esaslarindan  biridir. Tekelciligi,
karaborsacilii yasaklayan ve piyasada kalite denetimi ve narh uygulamasi
getiren Islam ekonomisi bu yasaklari toplum ¢ikarlar1 agisindan uygulamaya
koyar. Islam ekonomisi bu tip yasaklarla bireyin daha fazla kazanmasini
saglayan ve bireysel cikarlari koruyan degil toplumsal ¢ikarlari koruyan bir

yapidir.

Kapitalizm ve onun uygulama alani olan serbest piyasa ekonomisi ile
Islam dini ve onun ekonomik alandaki yansimasi olan Islami ekonomi modeli
tam anlamiyla benzesmemektedir. Her ne kadar bazi aragtirmacilar Islam
ekonomisinin aslinda tam anlamiyla bir serbest piyasa ekonomisi oldugu
hususunda israrci olsalar dahi her iki sistemin insana ve topluma bakig agist
farkli olup Islam ekonomisi sadece bir serbest piyasa ekonomisi degil; devletin
de lizumlu hallerde sisteme katki yaptigi, paylagimci, toplumcu, insani ve
ahlaki unsurlari da iceren bir “sosyal piyasa ekonomisi’dir.

Aslinda bir “sosyal piyasa ekonomisi” olan Islam ekonomisi uygulamaya
konuldugunda; tirev trtinlerden, faiz ve belirsizlikten uzak finansal Grtinler
sunarak, reel ekonomiyi destekleyecek ve dengeli maddi tegvikler vererek

176 International Journal of Islamic Economics and Finance Studies



JISEF

kobilerin sayisini artiracaktir. Boylece sermaye daha ki¢ik is birimlerine
boliinerek sermaye dagilimi saglanacak ve tekellesme onlenebilecektir. KOBI
gibi kugiik ve orta boy isletmelerin artigtyla istihdam arti1 saglanacak, milli
gelirin  yikselmesi ve zenginle fakir arasindaki makasin kapanmas:
saglanabilecektir. Bu tip bir ekonominin sosyal ve paylasgimci yoni ile de
yoksullugun giderilmesi i¢in bireylerin goniilli bagislari, devlet biitgesi ile
desteklenerek yardim faaliyetleri artirilabilecektir.

Son olarak séylenebilir ki denge dini olan Islam, ekonomiye sundugu
bakis acis1 ve uygulamalariyla kapitalizmin uzun stireden beri olagelen ve
surekli kriz Greten dengesiz yapisini giderecek bir “sosyal piyasa ekonomik
sistemi” ni bizlere sunmaktadur.
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OZET

Islam ekonomisi modern anlamda 1960’larda ortaya ¢ikmasina ragmen,
simdilerde ana akim neoklasik gelismeye karsi Islami bir alternatif olarak temsil
edilen tek tezahiiriin Islami banka ve finans endiistrisi (IBF) oldugunu
goriiyoruz. IBF endiistrisindeki gelismeler gosteriyor ki bu endiistri geleneksel
finansa dogru yaklagmistir. Sonugta, bu endiistri Tslami ekonomik sistemin
kurumsal ve politik arzularini yerine getirmekte bagarisiz olmustur. Bu makale
Islami ekonomik sistemin arzular: ile IBF endiistrisi arasindaki farklilagmanin
nasil meydana geldigini a¢iklamaya ¢aligmaktadir ve salt ekonomi ve fikih
diigiincesinin  Stesinde olan Islam’in  kavramsal bir gelisme modelini
sunmaktadir. Bu makale temel aksiyomlarin aslinda tamamen temel kurumsal
uygulamalara dayandigini gostermek icin politik ekonomi yaklagimini
Snermektedir. Ayrica bu amaci gergeklestirmek icin politik vizyon, istek ve
liderligi de igeren 6n kosullar: agiklamaktadir.
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1. Girig

Islam ekonomisinin kurucu babalari ilk eserlerinde Islam’in gelisme icin
alternatif bir yol temin etme potansiyelini moral ve refah prensiplerine dayali
olarak kapsamli bir sekilde ele almigtir. Onlar Islam’in gelisme potansiyelini
ele alirken hem etik agidan hem de sosyo-ekonomik agidan bir degerlendirme
yapmuglardir. Adalet, sosyal esitlik, kardeslik, hayirseverlik ve is birligi gibi
kavramlar Islami sistemin amagcladigi toplumu yukariya tagiyacak araclar
olarak ifade edilmigtir. Islami ekonomi "teori"sinin son zamanlarda ortaya
koydugu tek tirin veya séylem, 6nciilerinin 1960 ve 1970’]lerin baginda ortaya
koydugu amaglari ve beklentileri maalesef gerceklestiremeyen IBF endiistrisi
olmugtur. Aslinda IBF endistrisi geleneksel finansal sektériin bir pargast
olarak kiiresel kapitalist ekonomide biiyiime gostermektedir. Son 30 yilda IBF
endustrisi biiyiik bir biiyime gostermesine ragmen, Korfez bolgesinin
otesindeki Misliman ulkelerin sokaklarinda yasayan siradan insanlarin
hayatlarina dokunmadig1 séylenmektedir. Islam ekonomisinin ideallerinden
bu kopus, bu yiuzden, alandaki pek cok kisi tarafindan elestirilmektedir.
Geleneksel teori ve giiniimiiz pratikleri arasinda biiyiiyen bu makas Islami
bankacilik tizerinde son giinlerde yapilan tartigmalarin odak noktas: haline

gelmistir (Hasan, 2005).

Bu makale Islam’in ontolojik ve epistemolojik kaynaklarina déniis
yaparak, bu kaynaklarin mevcut realiteye karst elestirilerini ve olmas:
gerekenleri yeniden gozden gegirerek nelerin yanhs gittigini anlamay:
amaglamaktadir.  Bu nedenle, Islam’in gelisme modelinin yeniden bir
degerlendirmesini yapmay: 6nermektedir. Bu modelin interaktif ve dinamik
dogast bu yeni degerlendirmeden gelisme kavramini ekonomi ve fikhin dar
cevresinden ziyade politik ekonominin genis perspektifi igerisinde yeniden ele
almasini istemektedir. Sunu not etmek gerekli ki, Arapcada fikih kelimesi
kelime anlami olarak "derin ve genis anlayis" anlamina sahiptir. Ancak bu
makalenin amacina uygun olarak biz fikth kavramini fukahanin tanimina gore
kullanacagiz ki bu tanim sadece Islami kanunlarin yazili hali ya da ahkam
olarak ifade edilmektedir. Bu makale parca parga ¢oziimlerin, mesela Islami
bankaciliktaki durum gibi, Mdusliiman toplum ve cemaatlerin gelisme
ihtiyaclarina ¢6ziim sunamayacagini iddia etmektedir. Bagka bir deyisle, Islam
ekonomisinin arzularini sadece ribay1 yasaklayan ve Islami finansal kurumlarin
kapitalist deger sistemi igerisinde kuruldugu bir etik ve moral ekonomi tesis
etmek olarak goren indirgemeci yaklagim pesinde olunan ytice amaglara hicbir

katk: saglayamayacaktur.
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2. Yeniden Gozden Gegirilmis Islam Ekonomisinin  Temel
Aksiyomlar

Ik yazili eserlerde Islam ekonomisi azametli olarak tarif edilirken bazilarina
gore Islami toplum teorisi ve Islami ekonomi teorisinin uygulanmasinin
sonucu olan toplumsal gelismenin ttopik bir goriintisidir. Bu tir bir
tamimlama yapilirken yaygin tevhid, adalet, ihsan ve tezkiye gibi temel
aksiyomlar siralanmaktadir. Zekat ve ribasiAfaizsiz) ticaret gibi yontemler
sistemin ana cercevesi(framework) olarak sunulmaktadir. Islam ekonomisi
literatiirtiniin byiik kismi, su an oldugu gibi, Islam’in bu kurucu kavramlarim
agiklayarak ise baglamaktadir. Bu literattriin biiyik ¢ogunlugu epistemolojik
referanslarim Kuran ve Stinnet'e dayandirarak bu kavramlar: agiklamaktadr.

Islam ekonomisi disiplini Islam’dan neset bu felsefi temellere
dayanmaktadir ki bu da onu kapitalizm ve sosyalizm gibi sekiiler ve materyalist
temelli sistemlerden ayurir. Islam ekonomistleri, enerjilerinin ¢ogunu bu
aksiyomlar: siralamaya ve agiklamaya ayirmiglardir. Bunu yaparken muteber
bir alternatif olarak Islam ekonomisinin amaglarindaki farkliligi belirtmeye ve
Islam ekonomisinin neden gerekli oldugunu ifade etmeye galismislardir. Bu
konuda ¢ok sayida eser yazilmig olmasina ragmen ¢ogu eser benzer bilgileri
tekrarlamaktadir. Dolayisiyla biz de bu aksiyomlar: agiklarken bu ¢alismalara
atifta bulunabiliriz.

Muhammed Bakir El-Sadr Igtisaduna(1961) kitabiyla ve Seyyid Ebul
A'la Mevdudi pek ¢ok calismasiyla (1946; 1970; 1960a; 1960b) Islam
ekonomisinin modern zamandaki ilk yazarlar1 olarak kabul edilmektedir. Tkisi
de Islam’in  kapsayict  prensiplerinin  hayatin  biitiin  yonlerine
uygulanabilecegini ve ekonominin bir ayricaligi olmadigini ifade etmiglerdir.
Bu prensipler yada aksiyomlar; manevi gelismeye gotiiren ve insani digiince ve
eylem bazinda yiice bir mertebeye ulagtiran ve Allah’in yerytziindeki halifesi
olma vasfini sahiplenen aksiyomlardir. Islam ekonomistlerinin hepsi béyle bir
bakis agisina sahiptir. Ahmad (1980), Siddiqi (1981), Naqvi (1981) ve Chapra
(1992, 2000) gibi yazarlar asagidaki aksiyomlar: siralamaktadir:

Tevhid: (Allah'm Birligi/Vahdeti/Yiiceligi): 7Tevhid biitin Islami
ogretinin 6zidiir. Tevhid biitin Islami distince ve eylemin altinda yatan ve es
zamanl olarak bu disgiince ve eylemlere niifuz eden seydir. 7evhidin dikey
boyutu, bireyin Allah’a inanmasimi ve O’na giivenmesini ifade etmektedir.
Tevhidin yatay boyutu ise bireyin diger yaratilanlarla olan etkilesimini ifade
etmektedir ve diger aksiyomlarin bazilarinda kendilerini gostermektedir.

Adalet: Tslami terimlerde adalet Seriat semsiyesi altindaki herkese
hakkini vermeyi gerektirmektedir. Bundan dolay1 adalet aksiyomu; vatandaglik
haklarini, komguluk haklarini, kari-koca haklarini, anne baba ve ¢ocuk
haklarini, isci-isveren haklarini vb. haklari kapsamina almaktadir. Ayrica
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adalet hayvan ve ¢evre haklari gibi daha soyut haklari da kapsamina
almaktadir. Adalet aksiyomu zulmiin zittidur.

Takva: Tkinci Islam halifesi Hz. Omer'e takva soruldugunda soyle
agiklamugtir “birinin dikenli bir yolda giderken elbisesini toplamasi, boylece
dikenlerin ona zarar vermesini engellemesidir”. Dolayisiyla takva, 6rnek
alinacak davraniglari ve olumlu normlar1 hayata gegirmek icin bilgiyi
kullanmay: ifade etmektedir. Takva kavrami zhsan kavramiyla yakindan

alakalidir.

Uhuvvet (Kardeslik) : Uhuvvet Aksiyomu insanlarin kardes oldugunu
ifade etmektedir. Herkes Hz. Adem’in ¢ocugudur. Nitekim yakinlik, sevgi ve
isbirligi ideal bir Islami toplumda gergeklesir ve bu da adaletin kavramsal bir
uzantisidir.

Hilafet. Hilafet aksiyomu insanoglunun Allah'in diinyadaki halifesi
oldugunu ve insanin Allaha kars1 sorumlu oldugunu ifade etmektedir. Allah'in
bu dinyadaki temsilcisi olarak, kisi obir dinyada hesabini verecegi bir
sorumlulugun altina girmigtir. Dolayisiyla Islam iki boyutlu fayda/refah
fonksiyonu sunmaktadir. Su belirtilmeli ki, bu kavram sadece yoneticileri ve
liderleri degil herkesi kapsamina alan bir kavramdir.

Thsan: Eger tevhid Tslam’'n merkezi cekirdegindeyse, ihsan onun
guzelliginin zirvesi veya son susidir. Bu ekonomik, sosyal ve manevi
anlamdaki dinamik gelisme siirecinin nihai amacidir ve jhsam elde etmek
felahi elde etmek demektir. . Thsan, sonug¢ olarak, diger tiim degerlerin ve
aksiyomlarin hayata gegirilmesi olarak yorumlanabilir. Thsan ve onun
merkezindeki 6nerilen model izleyen bolimde tartigilacaktir.

Bu liste kesinlikle her seyi kapsayan bir liste degildir. Bu listeye
icerisinde sosyo-ekonomik ve manevi gelismeye yonelik uygulamalari olan
Islam ekonomisinin sabur, ubudiyyet, stikiir, cihad, tevazu, rububiyetve tezkiye
gibi temel aksiyomlar1 eklenebilir.

Boylece, Islam ekonomisi, kurucu aksiyomlar1 ortaya koymakta,
Islam’in epistemolojik ve ontolojik kaynaklarina dayali olan etik ve sistemik
bir ekonomi ve finans anlayis1 amaglamaktadir. Ancak, kurulugsundan 10-20
yil sonra Islam ekonomisinin yapisal ve kurumsal uygulamalari sadece Islami
bankacilik ve finans endistrisi formuna girmistir ve bugiin IBF endistrisi diye
isimlendirilen bir biiyime ile sonuglanmigtir. Islam ekonomisi teorisi (IBF
endustrisinin iglevinin i¢cinde oldugu normatif ¢ergeveyi 6neren) operasyonel
aksiyomlarini layikiyla gelistirememistir. IBF endiistrisinin dolayli olarak neo-
klasik varsayimlari benimsedigini gérmekteyiz.

Aslina  bakilirsa Islami banka ve finansal kuruluslar, Islam
ekonomistlerinin oncii aksiyomatik hedeflerini gerceklestirmekten ve sosyo-
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dini normlarin ahlaki bir ekonomi seklinde olusturulmasina yardim etmekten
ziyade, sozde bir Islami alternatifi olarak kapitalist bor¢ verme modelinin
yeniden pazarlanmasinda daha bagarili olmuslardir. IBF'lerin bu basarisizhigs,
son doénemlerde bircok Islam ekonomisti tarafindan elestirilmektedir.
Tartigmalarin detaylar: i¢in Siddiqi (2004), Hasan (2005), E1-Gamal (2006),
Asutay (2007a;2007b) ve Nagaoka (2007)ya bakilabilir. IBF'lere yonelik
getirilen bu elestirilerin detaylar: bu kismin konusu degildir. Fakat yine de bu
elestirilerin 2 ana bashk altinda gruplandirilabilecegini ifade etmemiz
gerekmektedir.

Ik olarak, faizsiz bankacilik ve finans kavraminin ekonomik olarak
makul olmadig1 noktasindan hareketle elestiriler yoneltilmektedir. Maliyet ve
verimlilik konulari, bu tarz bir yaklagimin, nasil trinlerin daha da
pahalilagmasina yol a¢tigini ve bundan dolay: da ihtiya¢ duyulan irtinlere bile
daha zor ulagildiginin vurgulanmasinda kullanilmistir. Eger seriatin siklikla
vurgulanan amaglarindan (makasid) biri insanlarin servetini(mali) korumaksa,
IBFlerin burada kesinlikle bagarisiz oldugu rahatlikla sdylenebilir. IBF'lere
yonelik diger bir elestiri ise butyiik miktardaki servetlerinin yalnizca ¢ok kiiciik
bir kisminin, Miisliman toplumlarin en muhtag¢ kesimlerine ulasmis oldugu
gercegidir. Bu servetler daha digtik gelirliler yerine petrol zengini devletlerin
biiyiik kurumsal cikarlari arasinda dolagmaktadir. Bu nedenle, IBF
endustrisinin 1970’lerde Korfezdeki petrol soklar ve petro-dolarlarin piyasaya
¢tkmastyla ayn: tarihlerde ortaya ¢ikmasinda sasilacak bir durum yoktur.

Ikinci olarak, finansal iiriinleri yeniden yapilandirarak seriata uygun hale
getiren finansal mihendislik siirecine karsi buyiyen elestiriler, fikhin bu
surecte gercekten gerektigi gibi kullamlip kullamilmadigi  noktasina
odaklanmaktadir. EI-Gamal gibi baz: giipheciler, bu tir sozlesmelere fetva
veren Seriat alimlerinin IBF endistrisinde tcret alarak calismasindan
huzursuz oldugunu ifade ederken bazilari da bu tir sozlesmelerin ser'i
kanunlarin etrafindan dolagarak olusturuldugunu ve riba yasagiyla ilgili
prensipleri ihlal ettigini séylemektedir. Bu kategoride elestirilerin birlestigi
nokta fikhin kisitlayici oldugunu, zamani gegmis oldugunu ve baskin modern
kapitalist diinya ekonomisinin zorluklarini kargilayamadigini ifade etmektedir.
Bu ytzden de geriye sadece ekonomik konulara teknik yaklagim kalmaktadur.
Miisliman toplumlarin gelisim problemine ¢6zim olabilecek politik yonler
dikkate alinmamaktadur.

Bu nedenle, bu makale Islam’in epistemelojik ve ontolojik kaynaklarin:
inceleyerek Islami gelisme paradigmasimin yeniden kavramsallastirmast
sayesinde her iki elestiri alaninin da faydasiz ve miyopik(uzag: goremeyen)
oldugunu gosterme niyetindedir. Bir sonraki bélimde Onerilen model
Islam’daki insani gelismenin nasil interaktif dinamik bir siire¢ oldugunu ve bu
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gelismenin hem iktisadi faaliyetin hem de fikhin ¢aligma alanini nasil agtigin
gostermeyi amaglamaktadir.

3. Islam'da Geligimi Yeniden Diisiinmek

Konvansiyonel ekonomi aydinlanma dénemi sonrasinda farkli bir bilim olarak
ortaya ¢ikmugtir ve pozitif bilimlerin varsayimlarini ve araglarini taklit etmeye
¢alismistir. Benzer bi¢imde Islam ekonomisi, Islami kimlik siyasetinin bir
pargast olarak, ulus inga etmede gerekli gorildiigi somirge sonrast doneme
kadar farkli bir bilim olarak var olmamuigtur.

Bundan dolayi, en eski Islami ogretilerde ekonomik gergekler yer
almasma ragmen, gelisme kavrami insanin dogasiyla ilgili Islami ontolojik
bakis agisinin igine sizmig ve onunla i¢ ice gegmistir. Bunun anlami gelisim
sadece ekonomik degil bunun ¢ok daha 6tesinde ahlaki, ruhsal ve evrensel
boyutlara sahiptir. Bu nedenle, farkli bir Islami gelisim paradigmasi
formiliniin olusturulmas: ihtiyact asikdrdir. Bunu desteklemek icin El-
Ghazali (1994) "Insanoglunun temel ihtiyaclarini birlegtirmek i¢in gelisimin
tim konsepti incelenmelidir ve gelisimin bileseni olarak sadece basite
indirgenmis buyiime oranlari dikkate alinmamalidir." demigtir. 1970'lerde
ortaya ¢ikan Islam ekonomisi, insan odakli ekonomik geligmeyi inkér etmekle
suclanan basarisiz ulusalci, kapitalist ve sosyalist gelisim stratejilerine sagci
(siyasal anlamda) bir cevap nitelifinde olmasi bakimindan 6nemlidir. Bu
durum Islam ekonomisinin ¢ekirdegindedir(merkezindedir). Yapisalct
ekonomik gelismenin ¢ok boyutlu yaklagimi 6zellikle Ahmad (1994) gibi
Islam ekonomistleri tarafindan vurgulanmistir. Ornegin Ahmad (1994)
"...Islami gelisim kavrami nitelik bakimindan kapsamlidir ve ahlaki, manevi ve
materyal boyutlar: kapsamina alir. Geligim bir amaca ve deger odakl: aktiviteye
donigerek tim bu alanlardaki insan refahinin optimizasyonuna tahsis edilir."
demistir.

Bir gelisme modelini ya da paradigmasini tartismadan 6nce, gelisim
kavramimnin ve onun dogasinin tamimlanmasi gerekmektedir. Ama daha
6nemlisi teori ve politika olarak Islam ekonomisinin bu modelin igerisine nasil
yerlestirilecegidir. Kur'an't Kerim ve Peygamber Muhammed (sav)'in siinneti
tim Islami anlayigin kaynaklaridir ve —insanin varolusunun temel tanimim
yapmaktadir ve bu tamimlarin nasil olmasi gerektigini séylemektedir. Bu
kaynaklar sonsuz bir bilgi deryasina benzemektedir. Tabi ki bu ¢alismada
biitin bu kaynaklar agiklanamaz. Fakat bu kaynaklarin ilgili bélimlerinden
kiiciik alintilar yapilacaktir. Simdi okuyacaklariniz bu ¢aligmanin amacina
uygun olarak Islam’daki gelisimi ana hatlariyla anlama bakimindan yeterli
olacaktur.

Insan gelisiminin dinamik dogasini ve degisimin gerekli oldugunu
gostermek icin, Kur'an siraf(yol) tizerindeki bir yolculuk cihetinden olumlu
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insani gelisiminden bahsetmektedir. Allah Kur'an’da bu yoldan bazen sirati
mustakim(uzun yol) ya da sirat (benim yolum) diye bahsetmektedir. Bu
dikkate deger ima, Islam'in sabit ya da durgun bir varolusu kabul etmemesi,
dahasi, katilim ve etkilesimi tasvip etmesi cihetinden 6nemlidir. Bu dinamik
etkilesim modelinde insani, ruhsal ve sosyo-ekonomik gelisim devamli
degisen paradigmanin bir par¢asidir. Bu degisim merkezli diistince (konum)
ruhbanligin kinandi diger ayetler tarafindan pekistirilmistir. Allah buyurur
ki “uydurduklari ruhbanliga gelince onu, biz emretmedik. (Kur'an,57:27)”

Bu yolculukta bagarili olanlar bir¢ok ayette tarif edilmis ve bu
kimselerden cogunlukla miiflihun (felaha ulagmuslar) ya da muhsinun (Ihsana
nail olanlar) diye bahsedilmigtir. Amaglarimiz i¢in bu iki sifati es anlaml
olarak distinebiliriz, bu vasitayla Felah ve Thsan birbiriyle iliskilendirilmis
olur. Yoldaki ayrintilar ve basarili olanlarin davranglari, daha ytiksek bir
mertebeye ulagmak icin, butin yaratilmiglardan daha ustiin olmak- i¢in
Islam’in insanlardan ne istedigini gostermektedir. Asagidaki birkag ayette ilgili
kelimeler kalin italik yazilmugtar.

-"Ben cinleri ve insanlari, ancak bana kulluk etsinler diye yarattim." (Kur'an,

51:56)
-"Bana kulluk edin. Iste bu dosdogru yoldur’” (Kur'an, 36:61)

-“Onlar gaybe inanirlar, namazi dosdogru kilarlar, kendilerine rizik olarak
verdigimizden de Allah yolunda harcarlar. Onlar sana indirilene de, senden
once indirilenlere de inanirlar. Ahirete de kesin olarak inanirlar. Iste onlar
Rab'lerinden (gelen) bir dogru yol tzeredirler ve kurtulusa erenler de iste
onlardir (Kur'an, 2:3-5).

(Ey Muhammed!) De ki: "Gelin, Rabbinizin size haram kidig1 seyleri
okuyayim: Ona hicbir seyi ortak kosmayin. Anaya babaya iyi davranin.
Fakirlik endigesiyle ¢ocuklarinizi 6ldirmeyin. Sizi de onlart da biz
riziklandiririz. (Zina ve benzeri) ¢irkinliklere, bunlarin agigina da gizlisine de
yaklagmayin. Megra bir hak karsiligi olmadik¢a Allah'in haram (dokunulmaz)
kildigi cam 6ldiirmeyin. Iste size Allah bunu emretti ki aklinizi kullanasiniz.
Ristiine erisinceye kadar yetimin malina ancak en giizel sekilde yaklasin.
Olgiiyii ve tartiyr adaletle tam yapm. Biz herkesi ancak giiciiniin yettigi
kadariyla sorumlu tutariz. (Birisi hakkinda) konustugunuz zaman yakininiz
bile olsa adil olun. Allah'a verdiginiz s6zii tutun. Iste bunlari Allah size Gt
alasiniz diye emretti. Iste bu, benim dosdogru yolum. Artik ona uyun. Bagka
yollara uymayn. Yoksa o yollar sizi parca par¢a edip O'nun yolundan ayirir.
Iste size bunlar1 Allah sakinasiniz diye emretti (Kur'an, 6:151-153).

Sonug olarak yalnizca Allah’a ve onun agikladiklarina iman etmek dogru
yolda bagarili olmanin temel gerekliligidir. Allah’a inancin dile getirilmesi,
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dinamik olarak degisen diizenin/paradigmanin yapisalci bir tavirla, iAsana ve
felaha ulasmay saglayacak rehberligi ve kaynag: ortaya koymaktadir. Bundan
dolay1 tevhid aksiyomu sorgulanamaz bir bigimde ayni zamanda hem Islami
aktivitenin kokeni hem de bagarili olma durumunda esaslandirilmig mecburi
potansiyel gelisimin ¢ekirdegini olusturur. Eger bu gereklilik gerceklesmezse
Islami gelisimin yolunda hareket etme imkani kalmaz. Bagarili bir hayatin
merkezi ¢ekirdegi olarak tevhid hayatin yapisina nifuz ederek biitin diger
faaliyetleri destekler ve es zamanli olarak hayatin bitin yonlerini
yargilayacak/degerlendirecek kriterleri/standartlar1 devam ettirir. Strekli bir
denetleme dongusi, tevhidi gereklilige ve tevhidin gergeklesmesine atifla

uygulanir.

Yolun tekrar tekrar kullanilmasinin bagka bir metafor gorinisi de
gelismenin bir anda gergeklesmedigi bunun yerine dinamik olarak devamli
gelistigine ve ilerledigine vurgu yapmasidir. Insandaki gelisim ile sosyo
ekonomik gelisim biyiime ve degismeye esit oldugundan bu yol metaforu
olduk¢a faydalidir ve bu yazida devam ettirilecektir. (Ghazali, 1990: 24). Bu
nedenle Islam’da faaliyete yonelik oryantasyon, kendini gelistirme ve siirec
oryantasyonu bakimindan olus stirecini(becoming) ifade eder ki bu
oryantasyon yapmaya(doing)(Harekete ge¢me ve bagari odakl) ve
olmaya(being)(kendini ifade etme yonli) yonelik oryantasyonun tam zittidir.

Geligim, Islam agisindan ¢ok boyutlu bir faaliyet olarak goriilmektedir.
Geligme ¢abasi esanli olarak bir¢ok yonde yapilmalidir, tek bir anahtar faktore
soyutlama metodolojisi ve bir 6zel alana yogunlagma ise yaramayacaktir. Su
not edilmelidir ki, neo-klasik ekonominin hatas: ekonomik analiz faaliyetini
hayatin diger faktorlerini diglayarak yapmasidir. Ancak, bu diglanmig hayat
goriistiniin kargit olarak, Islam farkli faktérler ve giicler arasinda bir denge
kurmay: ¢abalar. Bu sekilde bu faktérler ve gliglerin hepsi iligkilendirilmeli ve
harekete gegirilmelidir. Dolayisiyla, Islami Politik Ekonomi, gercek hayat:
belirleyen biitiin bu gii¢lerin ¢ok boyutlu entegre bir modelde i¢sellestirildigi,
interaktif bir paradigmay: temsil etmektedir.

Bu paradigmay dogrulamak igin, Islami epistemoloji ileri bir kavrays
sunabilir. Ornek olarak, Islami bilimlerde iyi bilinen bir prensip olan siinnet,
yani Hz. Muhammed’in sozleri ve yaptiklari, Kur'an'da sunulan kapsamli
rehberligin daha detayli kavrayigini elde etmek icin kullanilir. Bu makalenin
amact i¢in, Cebrail hadisi olarak bilinen 6zel bir Aadis 6zellikle 6nemlidir ve
biitiin klasik Islam alimleri tarafindan Islam’in kisa ve 6zlii bir 6zeti olarak
sunulmustur. ITkinci rasit halife Hz. Omer rivayet ediyor:

"Bir giin Resulullah’in yaninda iken bir adam ¢ikageldi. Elbisesi
bembeyaz, saglar: simsiyaht1 ve lizerinde herhangi bir yolculuk belirtisi yoktu.
Ustelik aramizda onu taniyan da yoktu. Peygamber'in (sav) yanina oturdu;

186 International Journal of Islamic Economics and Finance Studies



JISEF

dizlerini onun dizine dayayip ellerini uyluklar1 Gzerine koydu. Sonra da, 'Ey
Muhammed! Bana Islam't anlat.' dedi. Bunun tizerine Resulullah (sav) sOyle
buyurdu: Tslam, Allah'tan bagka ilah olmadigina ve Muhammed'in Allah'in
elgisi olduguna sahitlik etmen; namazi kilman, zekat: vermen, Ramazan
orucunu tutman ve eger giiclin yetiyorsa hacci yerine getirmendir." Bu s6zler
tuzerine adam, 'Dogru séyledin!' dedi. Biz ise, adamin hem soru sorup hem de
onu tasdik etmesine sagirdik. Sonra, 'Bana imani anlat.' dedi. O da, 'Iman;
Allah'a, meleklerine, kitaplarina, peygamberlerine, ahiret gliniine ve iyisi ve
kotiistiyle kadere inanmandir.' seklinde karsilik verdi. Adam yine, 'Dogru
soyledin!' deyip pesinden, Bana ihsam anlat.' dedi. O da soyle soyledi: 'Thsan,
Allah" goriiyormugsun gibi ibadet etmendir. Cinki sen O'nu gérmesen de O
seni gormektedir.' Daha sonra adam, 'Bana kiyameti anlat.' dediginde,
Peygamber (sav), 'Bu konuda kendisine soru sorulan kimse, soruyu sorandan
daha bilgili degildir." dedi. Adam, 'Oyleyse bana onun alametlerini syle.'
deyince, sunlari saydi: 'Cariyenin efendisini dogurmasi ve yalin ayak, ¢iplak,
fakir sirt ¢obanlarinin yiiksek binalari yapmada yargtiklarimi gérmendir.'
Sonra adam gitti. Bir sire sonra Hz. Peygamber bana soru soranin kim
oldugunu bilip bilmedigimi sordu. Ben, 'Allah ve Resulii en iyisini bilir.'
dedigimde sunu ifade etti: 'O, Cebrail idi. Size dininizi 6gretmeye gelmisti. '
(Muslim ibn al-Hajjaj, cAbd al-Baqi, and Nawawi, 1995)

Bu birkag satir, bahsedilen etkilesimli ve bitiinciil modelin degisim
paradigmasi i¢inde, insani gelismenin butiin yol haritasini agik bir sekilde ifade
etmektedir. Islami gelisme bu hadisin 6ziindeki hikmetle saptanabilmektedir.
Buna gore gelisimin amaci, tevhidi interaktif dinamik model icerisinde ihsan
gerceklestirmektir. Bu noktada {i¢ ana kavram; Islam, iman ve ihsan agikliga
kavusturulmakta ve her birinin digeri ile iligkisi boylece daha belirgin hale
gelmektedir.

Ilk olarak, Islam kurucu nitelikteki bes ayagin varlig: ile inga edilmistir:
sahadet seklinde ifade edilen tevhid, namaz, zekat, oru¢ ve hac. Bunlarin ilki
olan tevhid, diger hepsinin i¢inde oldugu ¢ercevedir, ¢iinki zevhid gelismenin
o6zl ve baglangicidir. Bu, yukarida belirtilen kaynaklarda da gosterildigi gibi
tim diger agamalar1 desteklemektedir ve ayni zamanda tzerine inga edilmis
oldugu tim evrelerinde hayatin dokusuna nifuz etmesi gerekmektedir.
Nitekim tevhidbu yolculugun baglangici, ortasi ve sonudur, tim eylem, inanig
ve digstinceleri modelin ¢ergevesine uyma anlaminda destekler ve kriterlerini
formile etmektedir. 7evhid7 takip edip onun lzerine insa edilenler tevhid7
ifade etmek icin gerekli olan ibadet eyleminin kanitinin diga vurumu olup
Islam toplumuna somut bir sekil veren iskeleti olugturmaktadir. Bu gesit bir
gelisim her tir digavurum eylemlerini ve s6ylemlerini hukuk cercevesinde
kapsamaktadir. Gelisimin altyapisi olarak saglamlik ve giivenirlilik bu agamada
hayati 6nem arz etmektedir. Yine de bu diga dogru olan gelisim bir son
olmaktan ziyade sona giden bir yoldur ki bundan dolay1 digariya dogru gelisim
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iman yoksunu olanlara bir yarar saglamaz ve sadece bos bir hareket ve ses
olmaktan 6teye gecemez. Gazali (1971) bu disa dogru olan eylemleri “Tek
gorevi icindeki faydali kismi tutmak ve sekil vermek olan bir meyve kabuguna”
benzetmistir.

Fikih (daha once belirttigimiz gekliyle) bir ilim olarak tamamiyla bu
asama ile ilgilidir. Bu sinirlar bilerek Imam Gazali, fikhi hukuki bir bigimde
sadece bu yasamda gecerli olan diinyevi ilim kategorisinde degerlendirmistir.
Bu yiizden, fikihta da gercevesi ¢izildigi gibi, Islam’da her eylem temel bir
minimuma sahiptir. Anlamli bir gelisim olacaksa bu daha sonra olumlu
bi¢cimde imamn seviyelerinde gelisir ve hatta daha da ileriye giderek ihsana
ulagmaktadir.

Iman kavrami daha sonra aciklanmugtir. Iman, 6ncelikle sadakat ya da
inan¢ olarak tercime edilmigtir. Bu agamada tevhid disince ve maksat
anlaminda inancin igsel boyutlaria dogrudan etki eder ve dolayisiyla eylemler
dis etkenler tarafindan dikte edilemez. Bunun yerine icerden motivasyon
olugur ve yayilir. Iman asamas: ayrica, tezkiye, rububiyetve tevekkiil gibi temel
prensiplerden etkilenmektedir. Bu asama ge¢is, yapmaktan bilmeye dogru
olan bir harekettir; bundan dolay1 eylemler, niyetlerin dogrudan bir sonucu
olarak hayata gectigi icin, artik bir anlam kazanir ve daha fazla gelisim icin
destek sunar.

Bahsedilen tgiincti kategori, tezkive ve rububiyet tarafindan
sekillendirilen ve bigimlenen iAsan asamasidir. Bu gelismenin ileri bir
asamasidir ve hadiste de gosterildigi tzere, asagi yukari gerceklestirilen
samimiyetle ayni anlamdadir. Ornegin, her zaman Allah'in varliginin farkinda
olan ve emin olan bir kiginin eylemleri tamamen O'nun ugrunda olur.

Thsan, Islami insan gelisiminin zirvesini temsil eder ve Islam ile /mamn
birbirine bagimli 6ncillerinin  harmonik(uyumlu) uygulamalarinin = bir
sonucunu ifade etmektedir. Yolculuktaki son nokta olarak iAsan yolculuk ile
yolculugun varacagi hedef arasinda, talep (arayss) ile felah (basar1) arasinda bag
kurar ve Islami baglamda gelisimin gerceklesmesini temsil eder. JAsanun etkisi,
imani, yakin'e dontstirmesidir ve boylece bilmek, olmak haline gelir, kor
inan¢ manevi bilgi haline gelir ve kalp gozden daha iyi gorir. Zevhidin
dogasinin her zaman ve her yerde olmast vasitasiyla, ihsamn etkisi Islam'a
kadar genisler ve her eylemin ve konugsmanin ifadesi Allah'in istedigi bi¢imde
en samimi uyuma kavusur. Peygamberlerin gosterdigi ve Islami gelisme
modelinin arzuladigi bu sey summum bonum(en yiiksek iyi)dur. Bu ayirmada
gorildigi tzere, fhsan bir Gtopyadir. Ancak, benzer kurumlariyla birlikte
biitin altinda yatan asamalar uyumlagtirilir ve egzamanli yol boyunca ayni
dogrultuya odaklanirsa, béylece insanlik icin bu dogrultuda cabalamanin
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stratejik bir hedefini saglar ve bu hedefin dogrultusunda ilerlemenin orani,
gelismenin basarisinin bir 6l¢tsi haline gelir.

Islami gelismenin dinamik ve etkilesimli dogasinin anahtar bir
unsuruna, Aadis tartismalarinin i¢inde deginilmistir. Ihsan, gogunlugun
hayatinda genellikle tecriibe edilmemis bir durum olarak goriliir. Thsan,
Allah"t goruyormus gibi O'na ibadet etmektir ve diga yansiyan ibadet
eylemleriyle baglayan stirecin sonunda yerini almaktadir. Dolayisiyla ihsan,
degisim ve dinamizme vurgu yapmaktadir. Buradaki ibadet, Allah’a ve onun
yarattiklarina kargt genis anlamda sorumluluk sahibi olmay: kapsar ve bu
durum gelisim olarak insanoglunun dunyadaki Aalifelik rolunin
gerceklesmesine esit olur. Bagka bir ifadeyle,ibadet bir ritiel ya da gorev
olmaktansa hayatin her alanindaki vasiflar;, dogay: ve es eylemleri agiklar.
Ibadetin ihsama gétiiren bu ifadesi, homo islamicus olma ya da zabay
(séylemek ve tasdikten 6te bir Miusliiman olma) sirecidir. Islami gelisim,
yukarda bahsedildigi gibi, kaginilmaz bir bi¢cimde ve temel olarak degisim ile
iligkilidir ve bu durum tiim eylem ve diistiinceleri agik bir sekilde etkilemelidir.
Bu gelisim modelinde bagari, zaman i¢inde statik bir fotograf ile 6lgiilmek
yerine anahtar kurumlar ve bireysel eylemlerdeki degisme oraniyla 6lgiiliir.
Islam toplumu, durgun ya da bog vermis olmamalidir. Aksi takdirde béyle bir
durum Allah'a dogru yolculukta tevhidi anlayisin 6zlintn reddi olacaktir. Bu
stre¢ fhsamn agiklandig: ve gerceklestirildigi dinamik bir siiregtir.

Ana kavramsal agamalara ve kaynaklara olan bu kisa ve 6zl bakigtan
sonra, simdi Islam’in amagladigi insani gelisme ve 1slah siirecini daha iyi
anlayan bir pozisyondayiz. Sonraki bélim, bu siireci bir yoldaki yolculuk
olarak tasvir etmektedir. Bu yolculuk ¢oklu seviyeleri gegen ve farkli agamalar:
asan bu stirecin daha yiksek amaglarina ve ideallerine dogru olan bir
yolculuktur.

4, Yolculuk

Islam’da gelismeye dogru yapilacak her yolculugun tevhidle baglamast
gerekmektedir. Bu ifade sirekli tekrarlanmaktadir. Ciinkii Islam’da her tiirli
eylemin, her tiirli cabanin merkezinde tevhid vardir ve tevhid daha sonraki
geligmeleri de giiclendirir. Bir bagka deyisle, tevhid Islam’in 6zidiir ve nu
niteligiyle hem gelisime devamli destek olur hem de degerlendirme kriterini
belirler.

Biz boylece gelisme yolu modelimizi agiklayict bigimde asagidaki
sekilde sunmaya baglayabiliriz:

Sekil I’deki ok tevhidin 6ziinden digartya dogru bir hareketi temsil eder.
Bu hareket yasal gereklilikler ve zorunlu gorevler vasitasiyla gerceklesmektedir
ve ice doniik niyetlerin ve iradenin dizeltilmesi agamasini temsil eder. Bir

bagka deyisle temel bir ¢erceve olarak tevhidbilgilendirir, sekillendirir ve f1kih
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ile 7mam, bu dinamik paradigma igerisinde biiyime ve gelismeye yonlendirir.
Fikih, bu gelisme parametrelerini tanimlayan ve bu parametrelerin hayata
gegirilmesini miimkin kilan teknik bir strectir. Bir baska deyisle, fikih
gelisme amacina yonelik olarak tevhidin agiklamas: ve hayata gecirilmesidir.

Biz bu diyagrami gelisme yolunu takip ederek biraz daha genisletirsek
adalet, takva, tezkive, rububiyet ve ihsan gibi aksiyomlari da diyagrama
eklemememiz gerekecektir. Bu stre¢ buyiyen dairelerle Sekil 2'de
gosterilmistir. Bu daireler en igerideki daireden yukaridaki dairelere dogru
olan bir yolculugu temsil etmektedir.

Bu gelisme modelinde, Islam simrlari icerisinde hayatin her yoni
benzer bir gelisme yolu takip eder. Bu yol tevhidden fikih ve imana dogru,
oradan da tezkiyeve ihsana dogru giden bir yoldur. Her bir iist evre sadece son
evreye dogru giden basit bir daire degildir, o daire ayni zamanda kendi
merkezinde tevhid olan, ayni zamanda bir 6nceki evrede ulagilamayan daha
yiksek gelisme agamasina ulagmak igin bir 6nceki evreye de yayilan bir
dairedir. Bu ytizden bir kisi yasanin basit bir uygulamasindan daha derin bir
anlayiga ve samimiyete dogru gelisme gosterebilir. Fakat bu samimiyet ayni
zamanda hukukun agamalarina ve eylemlerine uygun olmaktadir. Bir bagka
deyisle bir kisi daha yiiksek gelismislik seviyesine ulagmasina ragmen, yine de
yasanin ve gorevlerin gerekliliklerine bagli kalmaktadir. Islam’da bir kisi asla
¢ok yiiksek manevi seviyeye ulagsmasindan dolayr artik yasalarin getirmis
oldugu zorunluluklari yerine getirmeyecegini iddia edemez. Ciinkd interaktif
degisim paradigmast Islami gelismenin dogasini tanimlamaktadir.

Sekil 1: Tevhidin Gergeklesmesi/Agiklanmast

. | Tevhid |

. ‘ Islam — diga dontik eylemler, hukuk ‘

|:| | Iman - Igsel niyetler, kisisel kontrol ‘
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Sekil 2: Jhsar'in Gergeklesmesinin Cok Yénlii ve Dinamik Unsurlar:

Tevhid . Fian Adalet [:l iman [
Tezkive [ ] Takva [] IThsan []

Sekil 3, tevhid merkezli gelisme modelinin ¢ok yonli ve interaktif dogasim
gostermektedir. 7evhid, gelisme strecinin hem temel sabit diregi hem de
merkezi ¢ekirdegi olan bir butiin olarak gortlebilir. Tevhid, gelisme evrelerini
dikey olarak ¢ikarken sabit kalir, ayn1 zamanda her bir evreye yatay olarak
nifuz eder. 7evhid, herhangi bir noktada statejik amaglardan
vazgecilmemesini saglamak i¢in insanin her y6niini saran bir altin iplik gibi
caligir. Bu interaktif bir denetim dongisi sirecidir. Bununla paralel olarak bu
dinamik rol her agamada siirekli geri besleme ve iyilesme sayesinde bir sonraki
asamaya olumlu bir ilerlemenin gerceklesmesini saglar.

Islam’da agiklandigi gibi biz gayet basit bir gelisme anlayist
sekillendirdigimiz i¢in simdi Islam ekonomisini bu modelin igerisine
yerlestirebiliriz. Boylelikle Islami finansal sistemin bir pargast olarak var olan
finansal kurumlarin Islam ekonomisinin ilk zamanlarinda agiklanan arzularin
gerceklestirmekten nasil bu kadar uzak kaldigini daha iyi anlayabilecegiz.
Islam’da ekonominin konusu bir son igin bir arag olarak goriilmekte, bizatihi
kendisi bir son olarak gortilmemektedir. Zaman (2008) ve Shafi(1979) bu
noktaya dikkat cekmek i¢in sunlari ifade eder:

“Ekonomik ilerleme bir insan i¢in arzu edilebilir bir durumdur. Dini

gerekliliklerden sonra helal kazang gerekli gereklidir. Ayni zamanda su da
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gayet aciktir ki Islam’da insanuin temel problemi ekonomi degildir ve ekonomik
ilerleme bir hedef veya hayatin amaci degildir.”

Bu goristen dolayr ekonominin konusu hukuk, devlet y6netimi,
toplumsal davranislar gibi pek ok farkli konularla alakali olsa da klasik Islami
yazilarda ekonomi ayri bir disiplin olmamistir. Bunun sebebi gelisme
konusunu ekonomik olmayan konulardan ayirmanin imkansiz olmasa bile cok
zor olmasidir. Daha 6nce agiklandig gibi, gelisme ve diger ekonomik konular,
bir ayrima tabi tutularak analiz edilemez. Ekonomi toplumsal bir ger¢ekligin
bir pargasidir ve disiplinler aras: bir yaklagimla ancak mimkin olabilir ki bu
iddia  konvansiyonel ekonomi dustincesindeki yeni politik ekonomi
yaklagiminda da ileri siirilmektedir.

Sekil 3: Tevhid Esasli Gelisme Yolunun Yatay ve Dikey Boyutu

Tevhid'in

biitiin

asamalara .
[

niifuz
etmesi

Tevhid'in
her bir
agsamaya
yatay
olarak
niifuz
etmesi

001
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Bahsedildigi gibi Islam ekonomisinin gergek ifadelerinden biri islami
finansal kuruluglarin dogumudur. Fakat bu kuruluglar beklentileri ve umutlar:
kargilayamayarak, Islam ekonomisinin insan refahini yikseltme amacin
gerceklestirmede bagarisiz olmustur. IBFlerin toplumsal bagarisizhigi ve
gelismedeki basarisizliginin sebepleri bu ¢ok yonlii ve tevhidi gelisim stireci
(gelisimin orijinal bir tammi ile birlikte) icerisinde aranmalidir. Bu
basarisizliga cevap verebilecek sey, tarafsiz bir Islami finanstan veya Islam
Ekonomisinden ziyade Islami Politik Ekonomidir.

Erken dénem Islam ekonomisinin aksiyomlari, Islami epistemoloji
icinde gergevesi ¢izilmis aksiyomlar olarak gosterilmektedir. Fakat burada
cercevesi ¢izilen gelisme modeli gosteriyor ki bu aksiyomlar, basit finansal
islemlerin ve sézlesme hukukunun alaninin ¢ok daha 6tesine uzanmaktadur.
Islami finansin biiyik kismi, su ana kadar neoklasik ¢ergevenin igerisinde
konumlanmigtir. Ciinkii onun kuruculari neoklasik ekonomi ve finanstan
oldukga fazla etkilenmislerdir. Oysa Islam ekonomisi, daha ¢ok ana Islami
kaynaklar ile Islamilegtirilmis bilgi(sekiiler) karigimi bir kimligi temsil
etmektedir. Bu yizden asil problem, politik ekonomi tartigmalarindan ziyade,
ekonomik séylemlerin simirlamasindan  dolayr  gerceklestirme — siirecini
konumlandirmada bagarisiz olunmasidir.

Gelisme yoksunlugu, insan refahi ve toplum refah: yoksunlugunu
sadece ekonomik yetersizlikle veya fikhin manipiile edilmesiyle agiklamaya
galismak, sorunun cevabini yanlis yerde aramaktir ve bu Islami gelisme
modelinin tamamen yanhs anlagildigini gosterir. Diger bir deyisle, IBFler
temelde fikha dayanmakta, fikih ise deger sistemi olmayan salt teknik bir
strece indirgenmektedir. Boyle bir indirgemeci tavir bu yaklagimin sonuglarini
gormezden gelmektedir. Asil 6nemli olan, finansal yontemler ve ekonomik
araglarla siurli her ¢6ziim asla kendi bagina Islam’in 6nerdigi geligimi ve refahi
getirmeyecektir. Ashinda Islami ideallerle uyumlu uzun dénemli ve genis
kapsamli toplumsal gelismeyi saglayacak pek ¢ok faktér bulunmaktadur.
Bunlardan bir tanesi sosyo politik yapidaki Islami politik ekonominin
vurguladigi moral ekonomidir. Buglin konvansiyonel anlayista bile makro
ekonomik gelisim basarisiz olmustur. Bu yiizden konvansiyonel ekonomi ve
politika yapicilar: gelisim stirecinin mikro(ekonomik) dinamiklerine vurgu
yapmaktadir. Konvansiyonel ekonomideki bu déniigiim onun Islami politik
ekonomi gibi deger odakli bir ekonomi sistemine dogru yakinsadigini
gostermektedir. Onceki boliimlerdeki tartigmalar Islami paradigmadaki
gelismenin mikro dogasini anlatirken ayni seyi gostermigtir. Bundan sonraki
béliim ise Islam ekonomisinin politik ekonomi dogasini yansitacaktir.
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5. Politik Ekonominin Ozellikleri

Bugiin bir diinya goriisii olarak Islam’in ayirt edici bir 6zelligi, 6nceki
bolimlerde aciklandig: gibi, biitiinlesik bir yaklasim olmasidir. Islam’in ruh ile
bedenin birlesimi olarak gordigli insan tanimi, Islam’in ontolojisine
dayanmaktadir. Bu yiizden Islam’in rehberligi ruhsaldan fiziksele, 6zelden
toplumsala, kisiselden evrensele, insan varliginin her yoniini kapsamina
almaktadir. Islam materyalizmin hadiseleri yapay bir bicimde parcalara
ayirmasint siddetli bir sekilde kinamaktadir. Cogu pargas: birbiriyle etkilesim
halinde olan ve bir sonug iretmeye yonelik olarak siirekli gelisme gosteren bir
model olarak tarif edilen gelisme modeline bdyle bir karmagiklig: ekleyen de
iste bu bakis agisidir. Siirecin farkli agamalarini analiz etmek i¢in bu parcalar
ayirmadaki zorluk, insan davraniglarindaki gizemi anlamak i¢in ruhu viicuttan
ayirmadaki zorluktan farksizdir.

Onerilen model inang, adalet, servet, isbirligi, gerceklik, sadaka,
hukuk, giivenlik ve insanligin daha pek ¢ok yoni ile karmagik bir iligkiyi
gerektirmektedir. Butiin bu yonler toplumun yapisim sekillendirmek igin
birbirleriyle etkilesim halinde ve dinamik bir bi¢cimde zik zak ¢izerek
ilerlemektedir. Bu yap1 toplum kurumlar: gibi bazi yapilar tarafindan tanim:
yapilan bir yapidir. North(1990)un deyisiyle “Kurumlar bir toplumdaki
oyunun kurallaridir ya da insanlarin etkilesimini sekillendiren insan trini
sinirlandirmalardir.”  Ekonomik  kurumlar {zerindeki tartigmalardan
kendimizi siirlandirmaksizin, bizim modelimizden yine de su sonucu
gikartabiliriz: Islami gelismenin aksiyometik amagclarnin gerceklesmesi en
azindan bir dereceye kadar, her bir aksiyomla iliskili yerli Islam kurumlarinin
taninmast, desteklenmesi ve yayilmasina baghdir. Bir bagka deyigle insan
etkilesimiyle sekillenen bu insan tasarimi kurumlar, Islam ekonomisinin daha
dar bir tammindan ziyade Islami politik ekonominin ontolojik ve
epistemolojik tamimina ve icerifine yerlestirilmelidir. Sonug¢ olarak bu
kurumsal ve operasyonel 6zellikleri anlamak bir ‘olusum’ olarak degil bir
‘olupum  siireci’  olarak  bizi  Islami  gelismenin  sistemik  bir
kavramsallagtirmasina gotiirecektir.

Bu bakis agistyla, yapr icerindeki sosyo politik enerji, toplumun Islami
kumaginin bakimi ve Islami gelismenin sistemik dogasinin i¢ ice gegmis rolleri
daha iyi anlasildig: igin IBFlerin degisim yaratmadaki sinirli kapsami daha
canli bir sekilde goriniir olmaktadir. Ideolojik hedefleri gerceklestirmek igin
gerekli olan operasyonel kurumlarin anahatlarini ¢izmede basarisiz olarak
Islam ekonomisi, bugiin kendisi ile ilgili olmayan alanlarda dahi kendisini
suclamalara agik bir hale getirmistir. Islami politik ekonominin, bir sistem
olarak diigiiniilmesi acil bir ihtiyagtir. Fakat bu sistem Islam ekonomisi
seklinde, Islami bir deger sistemiyle neoklasik ekonomiyi taklit eden bir sistem
olmamalidur.
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Bu ytizden sunu ifade etmek gerekir ki her sistemin gerekli unsurlari vardir ve
bu unsurlarin hepsi bu sistemin tamamen gerceklestirilmesi i¢in tanimlanmals
ve agiklanmalidir. Asutay (2007a) Islami bir ekonomik sistemin bu tiir
unsurlarini su sekilde siralamigtir:

a. Referans noktas: bakimindan cerceve paradigma (ontolojik ve

epistomolojik kaynaklarla birlikte)
b. Deger sistemi

c. Temel aksiyomlar

d. Operasyonel prensipler

e. Belirli bir metodoloji

f. Fonksiyonel kurumlar

Bu makalede tanimlanan ve agiklanan model; mekanizma, metodoloji ve
kurumlar i¢in gerekli unsurlari belirterek bu bakis agisini bir biitin halinde
tamamlamaktadir. Bu unsurlar Asutay(2007a) tarafindan ifade edildigi gibi,
Islami Politik Ekonomide mevcut olmasina kargin, her biri tevhid merkezli
insa edilmeli ve devamli olarak tevhid merkezli sekillendirilmelidir. Ikinci
olarak bu unsurlarin her biri Islami gelismeye katki saglamak icin ti¢ temel
asamay1 basarili bir sekilde gecmek zorundadir. Bu ti¢ asama Islam, iman ve
ithsandur.

Giiniimiizde Islam ekonomisinin bir kurumu olarak IBF’leri ele
aldigimizda su aciktir ki IBF endiistrisi Islam ekonomisinin deger sistemini,
onun kimlik politikasini ve sistemik anlayigini tamamen terk ederek ana akim
uluslararas: finans sisteminin bir pargasi olmustur (Asutay, 20072a; 2007b).
IBF endiistrisi Islam'in aksiyomlarini yalnizca Islam seviyesine kadar
genisletmeyi yeterli gormiistiir. IBFlerin sozlesmeleri yalnizca fikhin
gereklilikleri yerine getirmekte, iman ve ihsan seviyesini agmak icin herhangi
bir ¢aba gostermemektedir. Bu yiizden IBFlerin Islam Ekonomisinin
arzularini gerceklestirmedeki bagarisizligi tam da burada o6nerilen modelin
icerisine yerlestirilebilir. ~ Ayrica bu makalede O6nerilen temel model bu
arzularin gerceklesmesini saglayabilir. 7evhid temelli bir paradigma olarak
Islami Politik Ekonomi iman ve ihsamn amaglarim aciklamayr ve
gerceklestirmeyi amaglamaktadir.

Tanimlanan gelisme siireci veya yolculuk, ¢esitli kurumlarin, degerlerin,
islemlerin ve secimlerin, ortak bir tevhid ¢ekirdegi ile birlikte ve toplumu
basariya gotiirecek stratejik amaglarla birlikte, bir sentezi oldugundan, simdi
Islam ekonomisinden Islami Politik Ekonomiye kaymamamiz gerekiyor.
Dolayisiyla, Islami gelismenin interaktif dogasi, biitin alt bilesenlerinin
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bagarili bir sekilde kurulabilmesi i¢in politik onkosullarin gerceklesmesini
gerektirir. Bu nedenle finansal aracilik, kamu maliyesi, ticari kurumlar gibi
kurumlar ile zekat, hisbe, vakifve sadaka gibi daha mikro boyuttaki kurumlar
Islami Politik Ekonominin arzuladigi kurumsal degerler olmaksizin faydali bir
sekilde veya ihsan seklinde gerceklestirilemezler. 7evhid ve hilafet rolleri
sadece adalet, milkiyet haklari, emniyet ve giiven kavramlariyla agiklanamaz.
Tezkiye, rububiyet ve uhuvvet ayrica ifade edilmelidir. Fakat bir toplumda
boyle bir entegre sistemin derin bir sekilde kok salmasi igin politik arzu ve
politik gli¢c gerekmektedir. Bu politik yon, ge¢misteki Islam ekonomisindeki
gelisme tartismalarinda isin merkezi konusundan ziyade yan konusu olmustur.
Bir 6rnek olarak El-Ashker ve Wilson (2006) sunlar: ifade eder: “Islami sistem
basli basina operasyonel normlari, ¢aligabilir bir modeli ve bunlarin digindaki
diger seyleri gerceklestirme kapasitesine sahiptir. Bu diger seyler: a) Islami
normlara ve ideallere baglilik derecesi, b) Politik olarak gii¢lii bir Islam devleti,
¢) Ulusal hikimetler veya uluslararas: bask: yoluyla politika mekanizmasinin
Islam’a diigmanlik yapmamast, d) Islam’in toplumdaki teknolojik gelismelere
ve diger yeni gelismelere uyum saglamasi”.

Dolayisiyla su ileri sirtilebilir: baslica politik 6n kosullarin olmamas:
daha derin bir alakaya yol agmamistir. Bunun disinda sunu ifade etmek gerekir
ki bu tiir 6nkogullar Islam ekonomisinin diizgiin ¢alismast i¢in gereklidir ve
aslinda Islami ekonomik sistemin hicbir yerde kurulamamasimin ve herhangi
bir sosyal etki yapamamasinin en 6nemli nedeni de bu 6n kogullarin
olmamasidir. Haldun’cu modeli hari¢ tutarsak, bu politik gerekliliklere
yazilarinda az da olsa deginen Umar Chapra (1992) sunu kabul etmektedir:
“Miisliman iilkelerin adil bir gelisme icin Islami stratejiyi uygulamadaki
bagarisizliginin en 6nemli sebeplerinden biri politik faktorlerdir.”

6. Sonug

Bu makale Islam’daki gelisme kavrammna yeni bir bakis getirmeyi
amaglamigtir. Bunu yaparken geleneksel yaklagimlarin Stesine gidilerek
kokleri bir mikro dinamikte olan ve tevhidi paradigma tarafindan agiklanan
bir politik ekonomi yaklagimi kullamilarak bir kavramsallagtirma
amaglanmigtir. Onceki boliimlerde sunulan séylemlere dayanarak su ifade
edilebilir: Bu makalede sunulan Islami gelisme modeli, basariya giden yolda
yapilan  yolculugun  her  asamasinda  Islamn  aksiyomlarimnimn
gerceklestirilmesinin gerekli oldugunu gostermektedir. Bu genis ¢ercevenin
politika uygulamalary; hukuk, miilkiyet haklari, sézlesmeler, zekat altyapisi ve
giivenlik gibi Islami kurumlarin, yukarida bahsedilen diger kurumlarla birlikte,
bir toplumda genis bir tabana yayilacak sekilde kurulmasini saglayacak politika
uygulamalari olmas: gerekmektedir. Bu temel ihtiyaglar senaryosudur ve belki
de hukukullah (Allah hakk:) olarak da 6zetlenebilir ki bu da Makasidii's-Seria
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tarafindan tanimlandig1 gibi insan refahina hizmet etmek igin Islami Politik
ekonominin nosyonlarinin agiklanmasini ve gerceklesmesini gerektirir.

Imanin bir sonraki seviyesi, daha oOnceki seviyelerdeki kurumlara
dayanmakla birlikte, bu seviyenin artik olagan hale gelmesi icin kardeslik,
immetin birligi, sadaka, vakifve bunlarin adalete dayal: deger sistemi, tezkiye
ve rububiyet gibi daha st kavramlari da gerekli gérmektedir. Biitiin bu
kavramlar Aukukul ibadin (insanlarin haklar) kapsami igerisindedir ve
gonullii sektorleri etik bicimde (ethics of care)-hukukul ibadin bir pargasi
olarak ki hAukukul ibad hukukullahin iginde, hukukullah da tevhidi
paradigmanin iginde yer alir- beslemektedir. Ethics of care” bir davranis ve
bir deger olarak Islami politik ekonominin nosyonlarini gerceklestirmemizi
saglar. Cunki ethics of care yoksullara yardim etmede bireyle Allah arasindaki
amel ve 6diile dayali iliskinin etkisini azaltir. Bu nedenle ethics of care, Islami
politik ekonominin deger sisteminin bir pargas: olarak burada sunulan politik
ekonominin gerekli bir unsurudur. Ayrica bu agamada takva gerekli hale
gelmektedir. Cinkd toplum itaattizlikten ve kotilikten uzaklagmaktadir.
Dahasi, sadece bu kurumlarin kurulmasi yeterli degildir. Ayni zamanda
yukarida sayilanlari zayiflatan her tirld sistem ve politikanin koklerinin
kazilmas: gerekmektedir.

Sonu¢ olarak, bu norm ve degerlerin dogasi, daha ¢ok gelecek
aragtirmalarin konusudur. Fakat sunu da ifade etmekte yarar vardir. Politikalar
veya politik kurumlar her zaman hiikiimetlerin yonettigi kurumlarla eg anlamli
degildir. Daha dogrusu tarihi tecriibe bize, sivil toplum icindeki liderligin
ozelliklerinin, vizyonun, bilgi ve yetenegin, ayrica politikanin dogasinin birer
anahtar oldugunu ve bitin bu ozelliklerin toplumun her bélimiinde
gorilebilecegini soylemektedir.

Sunu tekrar ifade etmek gerekir ki Devlet modern bir kavramdir ve
bundan dolayr toplum politikasiun Islami bir organizasyonu degildir.
Virjinya Politik Ekonomi okulunun séyledigi gibi “Devleti, topluma hizmet
eden ve sosyal refah fonksiyonunu maksimize eden duygusal bir varlik olarak
algilamamak gerekir. Clinki yeni politik ekonomi yaklagimi hem boyle bir
sosyal refah fonksiyonunun hem de béyle bir refah fonksiyonunu maksimize
eden ‘comert zorba’ politikacilarin olmadigini kanitlamagtar.

Islami politik aktivizm, Islami devleti bir ¢éziim olarak ideallestirdigi
icin bu goriis 6nemlidir. Fakat cagdas Miisliman devlet (Islami veya degil)
tecriibesi ve akademik bilgi (ge¢mis Miisliiman tarihiyle beraber yeni politik
ekonomi yaklagiminin agikladig: gibi) gosteriyor ki ‘devlet’ cok daha uzak bir
idealdir ve Islam ekonomisinin kurucu babalar1 1970’lerden beri bu romantik

% Ethics of Care: Insan hayatindaki iligkilerin temel unsurlarindaki ahlaki 6nemi ifade eden
bir ahlak teorisidir.
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devlet anlayisina katki yapmuglardir. Fakat realiteler farklidir ve Islami politik
ekonominin, politik ekonomik kurumlariyla bir moral ekonomi olarak hayata
gegirilmesi, makalede 6nerilen gelisme siireci gibi sivil toplum temelli politik
ayarlar kullamlarak daha verimli bir gekilde (Islami olarak da)
gerceklestirilebilir. Bu ytizden bu siirecin gergeklesmesine dogru giden bu yolu
devletin tikamasi arzulanan en son sey olacaktir. Son olarak su kabul edilebilir
ki, onceki iki asama normlara goémilmedik¢e ve toplum ruhu
gerceklesmedikge gelisme yolunun zirvesi olan ihsan gergeklestirilemez.
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OZET

Tslami mikrofinans son yillarda 6zellikle Asya iilkeleri olmak tizere Miislimanlarin
yogunlukta yasadig tlkelerde farkli kuruluglar (sivil toplum kuruluslari, Tslami
finansal kuruluglar, bazi Islami bankalar, vb.) tarafindan uygulanmaktadir. Islam
Kalkinma Bankasi biinyesinde bulunan Islamic Research and Training Institute
(IRTT), baz1 uluslararas: kuruluslar ve iiniversiteler bu konuda énemli akademik
calismalar yapmaktadir. Harvard Universitesi Tslami Finans Projesi nin Tslami finans
ve yoksulluk tizerine diizenledigi iki uluslararas: konferansta sunulan bildiriler, baska
yazarlarin da ¢aligmalani eklenerek “Shari’a-compliant Microfinance” isminde
kitaplagtirlmugtir. Konunun teorik ve pratik yoniine iliskin verilen bilgiler ile
uygulama Gnerilerini igeren kitap Islami mikrofinans hakkinda yaynlanmis en
kapsamli ¢alismalardan biridir.
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Girig

Yoksulluk insanligin her déneminde miicadele edilmesi gereken bir sorun
olarak  gorilmustir.  Ginimizde de  devletlerden, uluslararas
organizasyonlara kadar bir¢ok kurulus yoksullukla mucadele i¢in girisimlerde
bulunmaktadir. Ornegin Birlesmis Milletler, 2015 yilinda yayinladig:
“Strdirtlebilir Kalkinma Hedefleri’nde ilk hedef olarak dinyanin her yerinde
asir1 yoksullugun kaldirilmasini belirlemistir. Giniimizde birgok gelismislige
(teknolojik, ekonomik, vb.) ragmen, insanlar arasindaki gelir dagilimindaki
adaletsizlik daha da artmaktadir. Bir grup insan ¢ok biyik bir zenginlik
icerisinde yasarken, diger tarafta giindelik ihtiyaglarin1 kargilayamayacak
durumda olan, hayatta kalmak ic¢in micadele veren agsir1 yoksullar
bulunmaktadir. Bunun arkasinda yatan temel nedenlerden biri ise yoksul
insanlarin i¢inde bulunduklart zor durumdan ¢ikmalarini, gelir getirici
faaliyetlerde bulunmalarini  saglayacak finansmana ulagamamalardir.
Konvansiyonel finansal kuruluglar yoksullari; teminatlarinin bulunmamast,
kredi ge¢mislerinin olmamasi gibi sebepler nedeniyle ¢ok riskli gérmekte ve
onlar: finansal hizmetlerinin diginda tutmaktadir. Bu nedenle yoksullar,
tefeciler gibi informel yapilar/kisiler tzerinden finansman ihtiyaglarini
karsilamaya ¢aligmaktadir. Fakat tefeciler tarafindan uygulanan asir1 yiiksek
faiz yoksullarin i¢inde bulunduklart durumun daha da kétilesmesine, bazen
kendilerinden sonraki nesillerinin bile bor¢ sarmali igerisine sikigmasina neden
olmaktadir. Bu noktada, yoksullarin da finansmana uygun bir sekilde
ulagmalarim saglamak amaciyla 1960-70'li yillardan itibaren devlet digt
kuruluglarin 6nciliginde mikrokredi uygulamalar: ortaya ¢ikmustir. Bagta
Banglades'teki Grameen Bank mikrokredi uygulamas: olmak tzere birgok
tlkede mikrofinans organizasyonlart kurulmus ve yoksullarin da aslinda
finansal hizmetlere ulagabilecedi, sanilanin aksine diger banka musterilerden
cok da fazla riskli olmadiklar: kanitlanmigtir.

Konvansiyonel mikrofinansin yoksullugun ortadan kaldirilmasinda
onemli bir enstriiman oldugu kabul edilmekle birlikte, mevcut sisteme yonelik
de ciddi elestiriler yapilmaktadir. Degerlendirmesini yaptigimiz eser ile de
ilgili olarak bu elegtirilerden bir tanesi, mikrofinans kuruluglarinin
faaliyetlerinin faiz ierdigi ve Islam’a uygun olmadigi yoniindedir. Bu durum,
bir¢ok Miislimanin sistemin diginda kalmasina neden olmaktadir.

Yoksul insanlarin finansal hizmetlere Islam’in belirledigi prensiplere
uygun bir sekilde ulagmasinin saglanmasi i¢in diinyanin bir¢ok yerinde farkls
yapilar altinda Islami mikrofinans hizmeti sunulmaktadir. Degerlendirmesini
yaptigimiz “Shari’a-compliant Microfinance” kitabi, Islami mikrofinans
alaninda ortaya konan belki de en kapsamli ¢alismalarin baginda gelmektedir.
Routledge yaymnevi tarafindan 2012 yilinda Islami Caligmalar Serisi

kapsaminda yaymlanan eser, Harvard Universitesi Islami Finans Girigimi
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tarafindan 2006-2007 yillarinda Islami mikrofinans tizerine gerceklestirilen
konferanslarda sunulan bildiriler igerisinden segilen ¢aligmalardan
olusmaktadir. Ayrica hem mikrofinans hem de Islami finans alanindaki uzman
kisilerin de c¢aligmalar1 kitaba dahil edilmistir.  Bunun yapilmasinin
arkasindaki sebep, hem kitabin daha kapsamli hale getirilmesi, hem de Islami
finansin yoksullara ulagtirilmast i¢in uygulanabilir metotlar aranmasidir. Genel
olarak kitabin igerigi de bu amaca yoneliktir. Diger bir degisle eser, Islami
finansal kurulusglar ile yoksullar arasinda bir képri kurmay: hedeflemektedir.

Birinci Béliim: Islamic microfinance and shari’a compatibility®

Editor kitabr 4 bolime ayirmistir. Birinci boliimdeki makaleler genellikle
mikrofinans sistemine, Islami finans agisindan bakilarak teorik bilgi
vermektedir. Ayrica bu bélimde Islami finans kuruluslar tarafindan
mikrofinansin uygulanabilirligine iliskin tekliflerde bulunulmaktadur. Islami
finans ile mikrofinansin temel amaglarinin, yani gelir dagiliminda adaletin,
firsat esitliginin saglanmasinin benzer olduguna vurgu yapilmaktadir.

“Meeting the demand for sustainable, sharia-compliant microfinance’”

makalesinde Samer Badawi ve Wafik Grais, konvansiyonel mikrofinanstaki
son gelismelere yonelik bilgiler vermektedir. Yapilan uygulamalarin Islami
mikrofinansa kolaylikla adapte edilebilecegi ve murabaha ile icaranin en kolay
uygulanabilecek modeller oldugu ifade edilmektedir. Habib Ahmed
“Organisational models of Islamic microfinance®™ isimli makalesinde
konvansiyonel mikrofinansin igleyisi hakkinda olduk¢a faydali bilgiler
sunmaktadir. Sosyal aracilik kavrami, gruba dayali finansman, mikrofinans
kuruluglarinin ~ strddrilebilirligine  yonelik  literatirdeki — tartigmalara
deginmektedir. Islami bankalarin mikrofinans hizmeti sunmasi ile ilgili
gerekeeler ve bunu yapmalari durumundaki faydalarina iligkin dikkat ¢ekici
degerlendirmelerde ~ bulunmaktadir. Islami  bankalarin  digik — gelir
grubundakilere bu hizmeti sunmasinin gerekliligini vurgulamaktadir. Bunun
yaninda, yoksul kesimdeki insanlara yonelik vakif, zekat, karzi hasen, sadaka
gibi geleneksel enstriimanlarla da finansal hizmetlerin saglanabilecegini
belirtmektedir. Vakif ve zekata dayali Islami mikrofinans kurulusu modelleri
onermektedir.

“Islamic finance and microfinance: An insurmountable gap?®”

makalesinde Saif I. Shah Mohammed, mikrofinans ile Islami finans arasindaki
iligkiyi incelemekte, mevcut durumdaki teknik (iranler, stregler, vb.)

“Islami mikrofinans ve seriata (Islam hukukuna) uygunluk”
“Siirdiiriilebilir Islami mikrofinans talebinin kargilanmas:”
“Islami mikrofinans organizasyonel modelleri”

% “Islami finans ve mikrofinans: Asilamaz bir ugurum mu?”
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boslugun doldurulabilecegini fakat iki yap: arasinda algisal (ideolojik)
ugurumun kapanmasinin zorluklar icerdigini belirtmektedir. Banglades'teki
gozlemlerine dayali olarak verdigi bilgilerde Islami kesimdeki mikrofinans
algisina iligkin dikkat cekici ornekler (bazi kanaat 6nderleri, mikrofinansin
amacinin  toplumu  Hristiyanlagtirmak ~ oldugunu  diisiinmektedir)
sunmaktadir. Benzer sekilde Islami finans ile mikrofinans arasindaki iligkiyi
“Islamic microfinance: Between commercial viability and the higher objectives
of shari’a'®” adli makalesinde inceleyen Hussam Sultan, Islami mikrofinansin
gerekliligine iligkin “maqasid al-sharia (Islam hukukunun amaglar1)”
perspektifinden yaklasmaktadir. Modern dénemde ilk kurulan Islami Banka
olarak genellikle kabul edilen Misirdaki Mitr Gamr'in sosyal bankacilik
yoniine vurgu yapmaktadir. Su anda diinyanin farkli bélgelerinde farkli yapilar
altinda (STK, banka, vb.) faaliyet gosteren Islami mikrofinans kuruluglarina
iligkin 6rnekler vermektedir.

Ikinci Bolim: Developments in Islamic microfinance'™

Kitabin ikinci bolimii Islami mikrofinans sektériine yonelik model ve triin
tekliflerine ayrilmigtir. Rodney Wilson “Making development assistance
sustainable through Islamic microfinance'” isimli ¢aligmasinda, Islami
mikrofinansin  en iyi sekilde banka digt kurumlar aracilifiyla
uygulanabilecegini savunmaktadir. ki Islami mikrofinans organizasyon
modeli 6nerisi yapmaktadir. Onerilen modeller, fonlarin 6zel banka digt bir
finansal kurulus tarafindan, giniimizde birgok tekafiil sirketinde de
uygulanmakta olan wakala (vekalet) modeline ve mudarabaya gore
yonetilmesine dayanmaktadir. Muhammed Anas Zarka ise “Leveraging
philanthropy: Monetary waqf for microfinance'®” isimli makalesinde, ge¢mis
dénemlerde uygulanan para vakiflarina iligkin fikih perspektifinden bilgiler
vermektedir. Para vakfi modelinin mikrofinansta uygulanabilirligine yonelik
model 6nermektedir.

“Incentivizing microfinance for Islamic financial institutions: Financial
mainstreaming the microenterprise!®™” makalesinde Ali Adnan Ibrahim,
oldukea ayrintili bir gekilde mikrofinans ve Islami mikrofinansa iligkin teorik
bilgi vermektedir. Islami Bankalarin, kendilerine 6zgii durumlarni da
(ortaklarin kar beklentisi, sektordeki rekabet, vb.) dikkate alarak, Islami
mikrofinans hizmeti sunmalarina iligkin kapsamli bir model 6nerisinde

10 “fslami mikrofinans: Ticari olarak uygulanabilirlik ve Seriatin yiiksek amaglari arasinda”
101 “fslami mikrofinanstaki geligmeler”

102 “K alkinma yarduminin Islami mikrofinans yoluyla siirtidiirilebilir yapilmas:”

108 “Hayrseverligin gliclendirilmesi: Mikrofinans i¢in para vakiflars”

104 “fslami finansal kuruluglar icin mikrofinansin tesvik edilmesi: Mikro girisimleri finansal
olarak yayginlagtirma”
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bulunmaktadir. Tkili bir yap: iceren modelde, kar amagh ve kar amaci
gitmeyen iki kurulus tzerinden mikrofinans hizmeti sunulmas: teklif
edilmektedir.

Bolimiin son galismast olan “Re-thinking leasing from an interest-free
perspective: Exploring the prospects of Islamic microleasing for poverty
alleviation'®”da Asad Kamran Ghalib ise organizasyonel bir teklif yerine bir
{iriin tizerinden Islami mikrofinansa 6neri getirmektedir. Genel olarak finansal
kiralama (leasing) ile ilgili bilgi vermekte, finansal kiralamanin Islami
mikrofinans i¢in uygulanabilirligini tartigmaktadir.

Ugiincii Bsliim: Islamic microfinance case studies'®

Kitabin ti¢lincii boliimiinde teorik degerlendirmelerden sonra diinyadaki bazi
uygulamalardan bahsedilmektedir. 1lk makale olan “Islamic microfinance in
Indonesia: The challenge of institutional diversity, regulation and
supervision'”””, mikrofinans konusunda birgok ¢aligmas: bulunan Hans Dieter
Saibel’e aittir. Yazar, diinyanin en fazla Musliiman nifusuna sahip tlkesi ve
ayn1 zamanda da konvansiyonel mikrofinans alaninda gelismekte olan tlkeler
icerisinde en bagarilh 6rneklerden biri olan Bank Rakyat Indonesia’y:
bulunduran Endonezya'daki Islami mikrofinans sektoriine iligkin bilgiler
sunmaktadir. Ayni zamanda sektorin zayifliklarindan bahsetmekte ve
tavsiyelerede bulunmaktadir. M. Sait Siraj, “Islamic microfinance in crisis
countries: The unofficial developmental discourse'” isimli ¢aligmasinda,
mikrofinansin savag-sonrasi ve dogal afet-sonras: tlkelerde de yoksullugun
azaltilmasinda etkili oldugunu ilk durum i¢in Afganistan, ikinci durum igin ise
Endonezya (Age bolgesi) orneginden agiklamaktadir.

Diger bir tilke 6rnegi ise Hindistan’dir. Shariq Nisar ve Syed Mizanur
Rahman “Minority funds in India: Institutional mobilizing of micro
savings'®” adli makalede, tarihi 1930’lu yillara kadar uzanan Hindistan’daki
azinhik fonlarindan bahsetmektedir. Giinimuizde azinlik fonlari modeli ile
yoksul insanlardan amanah (emanet) usuliine gore toplanan fonlardan birgok
kisiye finansman saglanmaktadir. Bu béliimde fonlarin ¢aligma esaslarindan
yonetilmesine kadar oldukga ayrintili bilgiler verilmekte, ayn: zamanda bu
bilgiler rakamlar, grafikler ve tablolarla da desteklenmektedir. Yoksul
kesimdeki insanlarin mikro tasarruflarinin yine yoksullara kanalize edilmesini
amaclayan fonlarin, topluma sagladigi sosyal katkisina ragmen caligma

105 “Raigsizlik perspektifinden finansal kiralamay: yeniden diisiinmek: Islami mikro finansal
kiralamanin yoksullugun azaltilmasindaki bagar: sansinin incelenmesi”

106 “Islami mikrofinans vaka calismalars”
107 “Endonezya’da Islami mikrofinans: Kurumsal gesitlilik zorlugu, diizenleme ve denetleme”
108 “K rizdeki tilkelerde Islami mikrofinans: Gayri resmi kalkinma séylemi”

19 “Hindistan'da azinlik fonlari: Mikro tasarruflarin kurumsal olarak harekete gegirilmesi”
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esaslarinda faizli faaliyetler bulundurmaktadir. Yazar ¢ok kisa da olsa bu
konuya da deginmistir.

Islami finansa yonelik yapilan 6nemli elegtirilerden biri hep murabahaya
dayali finansmana bagvurmalari, yenilik¢i trinler gelistirmemeleridir.
Mohammed Obaidullah ve Amjad Mohamed-Saleem tarafindan hazirlanan
“Innovations in Islamic microfinance: Lessons from Muslim Aid’s Sri Lankan
experiment''”” isimli makale yenilik¢i bir yaklagim sunmaktadir. Sri Lanka'da
Muslim Aid tarafindan ¢eltik reticileri ve geltik isleyenlere yonelik uygulanan
proje incelenmektedir. Projede degere dayali selem (value-based salam) ve
mudaraba yontemleri kullanilmakta, tiretimden triinlerin islenmesine kadar
stregleri kapsayan oldukga butiincil bir yaklagim sergilenmektedir. Selem ve
mudarabaya dayanan sisteme zekat ile vakif uygulamalarmin da entegre
edilmesi teklif edilmektedir.

Dérdiincii Boliim: Information sources on Islamic microfinance!™

Kitabin son bolimi Harvard Islami Finans Projesi tarafindan hazirlanan,
Islami mikrofinans alaninda yapilmig 128 basili/basilmamus ¢aligmay: (makale,
rapor, sunum, vb.) iceren agiklamali bibliyografya ¢aligmasindan olusmaktadur.
Bu béliim, Islami mikrofinans alaninda ¢alisma yapmak isteyenler igin 6nemli

bir kolaylik saglamaktadur.

Sonug

Kitap ile ilgili yapilabilecek ilk degerlendirme Islami mikrofinans alaninda
oldukc¢a 6nemli bir boglugu doldurdugudur. Mikrofinans ve Islami finans
alaninda uzman akademisyenler ve uygulayicilarin ¢aligmalarinin bir araya
getirilmesi konulara c¢ok farkli agilardan kapsamli bir gekilde bakilmasini
saglamaktadir. Teklif edilen model onerileri birgok paydas i¢in yeni ufuklar
agmaktadir. Dunyadaki farkli uygulamalardan verilen 6rneklerle kargilagilan
zorluklar, ihtiyaglar, eksiklikler anlagilmaktadir. Makaleler basarili bir sekilde
boliimlere gore smiflandirilmistir. Bu da okuyucunun Islami mikrofinans
hakkinda kademeli olarak bilgi sahibi olmasina, teorik bilgiyi uygulamalar ile
birlestirmesine katk: saglamistir. Kitap icerik olarak doyurucu olmakla birlikte,
kaginilmaz olarak makaleler igerisinde tekrarlar da olabilmektedir. Fakat bu
tekrarlar yerinde segilen ¢aligmalar ile oldukga distik seviyelerdedir.

Ozellikle kitabin sonunda verilen agiklamali bibliyografya ¢aligmasi Islami
mikrofinans alanindaki yayinlar hakkinda ilgililere ¢ok faydali bir hizmet
sunmaktadir. Bu alanda ¢aligmak isteyenlerin hem zaman kazanmasi hem de
literatiirde bulunan ¢aligmalar1 goézden kacirmalarinin  engellemesi

110 “fslami mikrofinansta innovasyonlar: Muslim Aid’in Sri Lanka uygulamasindan dersler”

11 “Is]lami mikrofinansta bilgi kaynaklar”
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bakimindan 6nemli bir boglugu doldurmaktadir. Ayrica, makalelerde
konvansiyonel mikrofinans ile ilgili de ciddi bir literatiir taramas: yapilmustir.
Kitabin sonunda, makalelerde kullanilan tiim yayinlar tek bir kaynak¢ada
toplanmugtir. Bu da mikrofinans, Islami mikrofinans, Islami finans, kalkinma
ekonomisi gibi genis bir yelpazede ilgili literatiirii okuyuculara sunmaktadir.

Kitapla ilgili bazi noktalarda elestiriler getirilebilir. Oncelikle baslikta neden
literatiirde neredeyse hep kullanilan “Islamic microfinance” yerine “Sharia-
compliant microfinance” tercih edildigi konusunda kitapta herhangi bir
agiklama bulunmamaktadir. Bu isimlendirme sadece kitabin baghginda
bulunmakta, diger makalelerde de Thep “Islamic  microfinance”
kullanilmaktadir. Kitabin ilk sayfasindaki tanitimda “sharia compliant” ile
parantez i¢inde “Islamic microfinance” kullanilmas: daha da karigik bir durum
olugturmaktadir. Bu sebeple, kitabin baginda editér tarafindan neden “Islamic
microfinance” yerine “sharia compliant microfinanc”e isminin tercih edildigi
hakkinda kisa bir agiklama yapilmasi okuyucu agisindan faydali olabilirdi.
Diger yandan makaleler arasinda kapsam bakimindan bazi dikkat gekici
farkliliklar bulunmaktadir. Ornegin; A. Adnan Ibrahim’in makalesi oldukga
ayrintili ve uzun sekilde bir model dnerisi yaparken, diger bir A. K. Ghalib’in
caligmasi oldukga sinurhi ve yiizeysel kalmaktadir. Bu nedenle, ikinci durumda
olan makalelerin daha da geligtirilmesi istenebilirdi.

Sonug olarak, bu kitap ile hemen hemen tiim yazarlarin Gzerinde ittifak
kurdugu, Islami finansal kuruluglarinin sosyal refahin arttirlmast konusunda
rolii ve gorevleri oldugu diisiincesi, yapilan Islami mikrofinans model 6nerileri
ile birlikte bir adim G6teye taginmistir. Sadece bankalar tarafindan degil banka
digt finansal kuruluglarin da bu alanda faaliyet gosterebilecegi ve bu sekilde
yoksullugun azaltilmasinda Islami mikrofinansin etkili olacagina yonelik
degerli bir akademik ¢aligma olmugtur. Turkiye’de mikrofinans alaninda gesitli
uygulamalar bulunmakla birlikte Islami mikrofinans hizmeti sunan bir kurum
bulunmamaktadir. Diinyadaki uygulamalara benzer olarak Katilim
Bankalar’'nin da bu alandan uzak durdugunu séyleyebiliriz. Bu kitap; tilkemiz
akademisyenlerine, katilim bankacilarina, kamu kurumlarina Islami
mikrofinans konusunda olduk¢a 6nemli teorik bilgiler yaninda 6rnek olacak
uygulamalar da sunmaktadir.
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