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Maulana Sayyid Abul A’la Maududi was the founder of Islamic economics. He 
inaugurated this latest branch of Adam Smith’s subject with his speech on the theme of 
economic problems of mankind and its Islamic solution, delivered at Aligarh Muslim 
University on 20 October 1941. His works contemplated a unified worldwide Islamic 
economy to be formed through this particular economics. If the economics of Marx could 
show the way to socialism, why can’t that of Maududi seek to establish another kind of 
social and economic order? 
 
Industrial capitalism is said to have begun during the second half of the sixteenth century 
in England while financial capitalism had flourished at least two centuries earlier. A 
common impression prevailing among scholars is that ‘Calvinism [a version of 
Protestantism, in England] was the parent of [industrial] capitalism.’ If so, why can’t one 
visualize a form of Islamic thought begetting another mode of production? 
 
Economy is a collection of production and exchange relations; economics is the 
knowledge about it. And religion is a set of beliefs on nature, society, and man. This 
essay analyzes the course of all three in Europe during the medieval and modern periods 
in order to discover the links between economy, economics, and religious thoughts. In 
this backdrop it speculates the prospects of Islamic economics with reference to its 
declared purpose of having a unified global Islamic economy and society. 
 
1. Celebration of the Mundane: The basic step of Maududi in this direction was to define, 
in terms of Islamic principles, religious correctness of a Muslim’s common external 
behaviour such as dress, shopping, banking, investment, and association. As a result 
economics got consecrated, and the Islamic economics was born. 
 
Such assignment of transcendental virtue to practical functions was not unprecedented. 
Long ago, Hinduism had laid down ostensible rituals, profession, customs, and duties for 
every caste, making the worldly agenda integral to the observance of faith. 
 
The twelfth century had witnessed, among Muslims, a somewhat similar phenomenon of 
sanctifying daily affairs, connecting them with the interior of faith. Sufism arose in the 
eighth and ninth centuries in parallel and in protest to the Islamic law, the sharia, which 
was considered by some believers as reducing Islam to a set of mere external rules. To 
correct that trend sufism strived to reproduce within man that state of mind and heart 
which had made it possible for Mohammad to receive the divine revelation in the first 
place. It was man’s interior-islam that ought to be the true foundation of law, not the 
dictates of professional jurists. Sufism thus aimed at the highest. 
 
While the ulema was increasingly coming to regard the revelation as final and complete, 
the sufis remained constantly open to the possibility of new truths, which could be found 
anywhere, even in other religions. This discord came to make the first major tension in 



the religious annals of Islam. But it did not take, by historical standards, much time to 
arrive at reconciliation. 
 
Among the scholars who had contributed to that achievement, the most successful was 
Abu Hamid Mohammad Al-Gazzali (d. 1111). He showed the inner sufistic meaning of 
canonical duties contained in the sharia. Al-Gazzali called upon Muslims to seek the 
interior-islam that the prophet had possessed by virtue of which he could become the 
messenger of the Almighty. In a word, his call was to emulate the prophet in all aspects 
of life: mundane as well as sacred. All the sharia rules about eating, sleeping, washing, 
hygiene and prayer were vested with a devotional and ethical interpretation, so they were 
no longer mere secular or neutral directives, but true elements of piety, visible testimony 
of submission to the faith. 
 
Now Christians too came to have a comparable episode. On 31 October 1517, Martin 
Luther posted his 95 theses on the door of a church in Germany; it inspired the 
Reformation. Three years later he preached the doctrine of Calling: ‘calling, a religious 
conception ... of a task set by God.’ Indeed, certain suggestions of the positive valuation 
of routine activities of daily life, which is contained in the calling, had already existed in 
the Middle Ages, and even in the late Hellenistic antiquity. But at least one thing was 
unquestionably new: the valuation of the fulfilment of duty in worldly affairs as the 
highest form which the moral activity of the individual could assume. It was this 
recognition which gave everyday activity the status of religiosity, and which created the 
conception of calling in this sense. 
 
For example, labour in a calling now appeared as a visible expression of brotherly love, 
so dear to Christianity. The fulfilment of professional duties, imposed upon the individual 
by his position in the society, was the only way of living in piety. This moral justification 
of daily functions was one of the most significant results of the Reformation. 
 
John Calvin was a contemporary of Luther; his first work was published in 1536, just 19 
years after Luther’s theses. He was a French exile in Geneva, then a hub of world 
finance. Unlike Luther, who saw economic life with the eyes of a peasant and mystic, 
Calvin and his later interpreters approached it as men of affairs, disposed neither to 
idealize the patriarchal virtues of the peasant community, nor to regard with suspicion the 
mere fact of capitalist enterprise in commerce and finance. Calvinism was largely an 
urban movement addressed to the classes engaged in trade and industry, who formed the 
most modern and progressive elements in the life of the age. It acknowledged the 
necessity of capital, credit and banking, large-scale commerce and finance, and other 
practical facts of business life. They set the profits of trade and finance, which to the 
medieval writer, as to Luther, only with difficulty escaped censure as sinful, on the same 
level of respectability as the earnings of the labourer and the rents of the landlord. 
Economics now was fully blessed: all serving the divine cause of brotherly love, or of 
love to the neighbour. 
 
Maulana Maududi, in 1941, came to it by another route. Muslims perform two categories 
of piety, namely, orthopraxy (behavioral correctness), and orthodoxy (doctrinal 



correctness). Traditionally, Islam had insisted more on orthopraxy than on orthodoxy. For 
example, the regular recitation of sacred texts was generally considered more important 
than comprehension of their meaning. Even in non-Arab lands, the call to prayer and the 
prayers themselves were almost always in Arabic, a language few understood. Ataturk 
had given a directive that the call to prayer in mosques of Turkey would be in Turkish, 
rather than in Arabic. But contemporary Islamists consider it an attack on Islam itself; 
after Ataturk’s death his directive was rescinded. Again, no major Islamic language has a 
synonym of orthodox; and the designation for the overwhelming majority of Muslims is 
‘sunni’, a term which means orthoprax. 
 
With the advance of capitalism, market extends to every area of life, including home. 
Choices are to be made about profession, purchase of food and dress, borrowing, and 
lending, and so on. Economic activities provide a splendid rampart where one’s identity 
as a Muslim can be most prominently displayed, drawing the recognition of fellow 
believers and repelling the contamination of infidel culture. Once the economic sphere is 
bestowed with religious virtue and authenticity of Arabic words, it would be a 
combination of Islam and economics, in short, Islamic economics. 
 
Invoking the doctrine of orthopraxy, Maududi reminded Muslims that they needed to 
make a point of keeping their religiosity in public view. On all occasions they had to be 
conscious how their behaviour differed from that of others, making themselves easily 
distinguishable by their religious identity. It would serve the cause of enhancing Islam’s 
visibility. If Muslim traders were to follow Islamic contracting procedures, and if Muslim 
consumers were to buy in ways distinctly Islamic, then as a result Islam would gain 
salience, enabling new generations to grow up in an environment where Islam appeared 
relevant to all practical decisions. If work enjoyed a religious meaning, and work and 
worship were perceived as a continuum, the modern Muslim would gain a unified 
personality, not a bifurcated one. 
 
2. Mundane and Sacred: For Hinduism, not monastic asceticism, but the full-scale 
ordinary life is the site of performance of piety. The doctrines of transmigration of soul 
and the law of karma combine to bring the varna-caste order. Pursuit of the assigned 
profession by the individual was the highest form of religiosity, connected with the 
passage of the soul into the afterlife. 
 
But it has been proved that the varna-caste system is anti-vedic; and that Manu’s 
subsequent attempt to resurrect it has failed. As a result the law of karma has become 
vacuous, because now it has nothing at its hand to dispense reward or retribution to the 
soul with. And the transmigration of soul has lost its purpose and job (Ranjit Sau, ‘Two 
Theorems on Hindu Varna-Caste Order’, Frontier (38:42) 7 May 2006; and ‘Reservation 
on Reservation’, Frontier (38:46) 4 June 2006). Thus, in terms of the Hindu theology, the 
present life has got disconnected from the afterlife, if any. 
 
Second, as narrated above, Al-Gazzali had striven to sanctify the rules of sharia by 
relating them to the revelation. But the problem is that the very place of sharia has been 
questioned by many. The sharia was composed by professional jurists on the basis of 



mostly the later part of the prophet’s messages delivered while he was in Madina (622-
632), in preference to, or even transgressing, his preaching as of the earlier Makka period 
(610-622). To that extent, it is said that the presently available sharia does not reflect the 
full view of the holy book. 
 
Some Islamic scholars go to the extent of questioning the relevance of sharia. In the 
course of dwelling on the judgment in Afghanistan on an alleged case of apostasy, Kyai 
Haji Abdurrahman Wahid, a former president of Indonesia and a former director of the 
Nadhlatul Ulama (the world’s largest Muslim organization), referred to two Islamic texts, 
namely the Koran and the sunna, i.e. the saying of the prophet, to the exclusion of sharia. 
The exclusion was significant especially in view of his statement that followed. ‘It is vital 
that we differentiate between the Koran, from which much of the raw material for 
producing Islamic law [sharia] is derived, and the law itself [i.e. sharia]. While the 
revelatory inspiration is divine, Islamic law [sharia] is man-made and thus subject to 
human interpretation and revision’ (‘Extremism Isn’t Islamic Law’, Washington Post, 23 
May 2006). Haji Wahid evidently does not accept the sharia as a repository of divine law. 
That puts the reconciliation project of Al-Gazzali under a shadow of doubt. 
 
Third, the concept of calling has been derived from the doctrine of predestination which 
is considered the most characteristic dogma of Calvinism. Calvinism stresses the 
complete ruin of man’s ethical nature in the wake of the Fall of Adam and Eve owing to 
their original sin. It preaches that people are, as a result, devoid of free will, hence 
incapable of will to any spiritual good accompanying salvation. Men are entirely at the 
mercy of God. Before time began, before the decree to allow man to fall from perfection 
to sin, God selected a small proportion of people for eternal grace and the others 
condemned to eternal death. The selection was not decided by an earthly standard of 
justice, because the divine is free, and subject to no law. This is known as the doctrine of 
predestination in Calvinism. 
 
In its extreme inhumanity this doctrine had an inevitable consequence—a feeling of inner 
loneliness of the individual. Eternal salvation was the most important thing in life for the 
man of the age of Reformation. He was forced to follow his path alone to meet a destiny 
which had been decreed for him from eternity. There was no way of knowing whether 
one was selected for the grace of salvation. Pastoral advice was twofold: (a) to hold it to 
be an absolute duty to consider oneself as chosen, and to combat all doubts as temptation 
of the devil, and (b) to attain self-confidence by means of intense worldly activity, which 
is also the most suitable means of counteracting feelings of loneliness and religious 
anxiety. 
 
The world exists for the glory of Lord and for that purpose alone. He wills that social life 
shall be arranged according to divine commandments, in accordance with that purpose. 
This character is shared by labour in a calling which serves the mundane life of the 
community. 
 
But, to us, it raises several questions. Given that divine purpose of the world, why did the 
rational men of the age of Reformation and Enlightenment go out to build capitalism 



which promoted love not for neighbours or anyone else, but for the perpetual 
accumulation of capital? The sublime cause would have been undoubtedly better served, 
had they rather made communism or at least socialism, which are more brother-
neighbour-lovely. At any rate, the Calvinist calling does not translate necessarily into 
capitalism so long as other modes of production are available. Calvin’s model is under-
determinate. Also it causes strain to imagine that all men had been judged before their 
birth, before time’s birth. ‘Though I may be sent to Hell for it, such a God will never 
command my respect’, was Milton’s well-known opinion of the doctrine of 
predestination which led to the concept of calling. 
 
Finally, as for Islamic economics, its religiosity is acquired from the fact that the constant 
display of Muslim identity creates cultural separatism in favour of Islam. There is another 
dimension to it. Sayyid Qutb (1906-1966) of Egypt, the most influential writer in Islamic 
tradition at least among the sunni Arabs, wanted Muslims to comprehend the nature of 
the danger that confronts them, to realize that their faith had come under attack from both 
outside and inside the Muslim world. The first step for Qutb was to open people’s eyes. 
Islam is not divisible, he insisted, a partially Islamic life is not Islamic at all. On the 
contrary, the modern belief that religion can be fragmented and that one can be pious on 
sacred days and less than pious on other days; the belief that religion should clothe 
certain parts of life, and not the other parts—that belief was the enemy itself. The danger 
facing Islam—the danger of annihilation—lay in that belief itself. 
 
The notion of Islam as totality was Qutb’s most important concept which he thought 
distinguished Islam from all other worldviews. He would reinstate the code of sharia, the 
Muslim code, in all spheres of life. 
 
In respect of religious sentiments on economy and society there were striking similarities 
between Maududi and Qutb on the one hand and the thinkers of medieval Europe on the 
other. There are perhaps four main attitudes which religious opinion may adopt towards 
economy and society. One: it may be of ascetic aloofness, viewing them as unrighteous, 
to be shunned. Two: it may take them for granted and ignore them as irrelevant for 
religiosity. Three: it may agitate for some particular reform in order to establish the reign 
of righteousness on earth. Four: it may at once accept and criticize, tolerate and amend, 
welcome the gross world of human appetites, as the squalid scaffolding from amid which 
the life of the spirit must rise. 
 
Europe in the Middle Ages had seen all four as differences of period, place, and 
economic environment. In the early part, the ascetic temper predominates. All were 
represented through the five centuries, but not all were equally representative of it. Of the 
four attitudes cited above, it is the last which is most characteristic, and was bequeathed 
to the modern period. 
 
The first fundamental assumption which was inherited by the 16th century is that the 
ultimate standard of human institutions and activities is religion. The purpose is set by the 
divine plan of the universe. The perfect happiness of man cannot be other than the vision 



of the divine essence. Hence all activities fall within a single system, because all are 
related to a single end, and derive their significance from it. 
 
The religious revolution beginning in the 16th century came upon Europe heaving with a 
vast economic transformation. If financial capitalism was the characteristic of the age of 
Renaissance, industrial capitalism was to be that of the Reformation and Enlightenment. 
Going against the common impression that religion supplied the spirit to capitalism, 
evidently it was religion that came to adapt to the advance of capitalism; and that 
economics had followed the economy. To the extent Islamic economics ventures to 
mould both the religion and the economy, it would be a unique attempt to alter that 
historical sequence. 
 
What Luther preached was a theory of society more medieval than that subscribed by 
many thinkers in the Middle Ages, since it dismissed the commercial developments of the 
last two centuries as a relapse into paganism. He accepted social hierarchy of status and 
submission. 
 
Such combination of religious radicalism and socio-economic conservatism is not 
uncommon. Sometimes revolutionary ideas come up ahead of time in that they take hold 
only when material conditions become appropriate. Systems prepare their own overthrow 
by a preliminary process of petrification — Luther was an example of that reaction. The 
traditional social philosophy was static, by assuming a body of class relations sharply 
defined by custom and canonical law, and while affected by the ebb and flow of 
economic movements. Mankind does not reflect upon questions of economic and social 
organization until compelled to do so by sharp pressure of some practical emergency. 
 
Not far from Luther’s Germany, in nearby Geneva, a hub of world finance and 
commerce, Calvin was feeling that pressure. It was on the practical basis of urban 
industry and commercial enterprise that the structure of Calvinist social ethics was 
erected. Thereafter, more than one century had to pass before Richard Baxter would 
firmly incorporate the idea of division of labour as an expression of brotherly love into 
religious liturgy. Yet another century would go by for Adam Smith, in 1776, to observe 
the economic virtue of division of labour in a pin factory. Economics had lagged behind 
the economy; religion was faster in bringing itself in line with changing economic 
conditions. Can Islamic economics produce a different sequence of economy, economics, 
and religion? 
 
The growth of individualism was concomitant with the expansion of capitalism which 
had brought in its trail democracy and secularism. Global finance is impersonal; 
international trade and commerce knows no human face; detailed division of labour 
within a factory scrambles the signatures of direct producers of the commodity. All this 
led to the contraction of the territory within which the writ of religion was conceived to 
run. The science of economics and the scope of religious contemplation both felt the 
influence of economic movements. 
 



3. Sacred Economics: The consequences of Islamic economics would depend largely 
upon its content and analytical techniques. Adam Smith and Keynes wrote on capitalism 
as did Marx. Their economy was atomistic in that the market was competitive as the 
number of agents was large and they individually were insignificant. The goal of 
maximizing profit drove the system. Probably so will be the model of an Islamic 
economy. 
 
More than sixty countries have set up Islamic banks that claim to offer an interest-free 
alternative to conventional banking. Invoking religious principles, several countries, 
among them Pakistan and Iran, have gone so far as to outlaw every form of interest; they 
are forcing all banks, including foreign subsidiaries, to adopt, at least formally, ostensibly 
Islamic methods of deposit taking and loan making. Attempts are also under way to 
disseminate religious norms of price setting, bargaining, and wage determination. And for 
every such initiative, others are on the drawing board. 
 
But, so far, much of it does not appear to have been significantly different from 
conventional banking in essence. For instance, a principle of Islamic banking is known as 
Wadiah, in which the bank presents, not interest explicitly, but a hibah (gift) to the 
depositor as a token of appreciation for having the opportunity to use the depositor’s 
money. But given the principal, the amount of gift, and the duration of the deposit, 
working out the implicit interest rate is not impossible. If the amount of deposit is Rs 100 
for one year and the amount of gift is Rs 15, the interest rate is 15 percent. 
 
To take another example, under the Islamic principle of Musharka, banks lend money to 
companies at floating interest rates, where the interest rate is pegged to the debtor 
company’s profit. The intention is to share risk and return by both parties. Here also if the 
standard risk premium in the market is known, finding out the implicit interest rate is 
possible. 
 
It is said that ‘the basic premise of Islamic finance lies in the need to eliminate both 
interest (riba) and uncertainty (gharar) from financial transactions.’ But, in fact, 
generally a security contains both risk and return. There is no known way to completely 
eliminate risk, except in a trivial sense; and interest (more accurately, the rate of return) 
in one form or another cannot be avoided. In modern finance theory, a portfolio is 
optimized, keeping in view the investor’s risk preference, through diversification of 
securities and holding some interest-bearing bonds. The so-called basic premise of 
Islamic finance is impractical. 
 
4. Concluding Remarks: Maududi has enunciated the basic principles of an Islamic state. 
It has two kinds of citizenship, namely Muslim and non-Muslim (Zimmi). The latter kind 
of citizenship has lesser rights than the former. The state is not sovereign; nor are the 
people; the sovereignty in all aspects belongs to Almighty. 
 
‘The main objects of an Islamic state are’, Maududi continues, ‘to enforce and implement 
the programme which Islam has given for the betterment of mankind.’ ‘Mere 
establishment of peace, mere protection of national frontiers, mere endeavour to raise the 



standard of loving of the common man do not form its ultimate goals, nor do they 
constitute the characteristics which distinguish the Islamic state from the non-Islamic 
states. Its distinction lies in the fact that it has to encourage and popularize those good 
practices which Islam desires humanity to adopt, and to discourage, eradicate and crush 
with full force all those evils of which Islam aims to purge mankind.’ The disparity 
between an Islamic state and liberal democracy could not be more transparent. 
 
Now capitalism entails bourgeois democracy. Marx wrote in 1848: ‘The bourgeoisie had 
to claim its share of political power, if only by reason of its material interests. Only the 
bourgeoisie itself could secure legal fulfilment of its commercial and industrial 
requirement. It had to demand control over the national wealth, of which it considered 
itself the creator.’ To attain this aim it had to demand certain rights — freedom of press, 
freedom of association, free competition, religious liberty, and so on. For reasons of 
political strategy, the bourgeoisie demanded all these rights from government in the name 
of the people, calling them popular rights and popular liberty. In effect, capitalism leads 
to bourgeois democracy. It is said: ‘No bourgeoisie, no democracy’, which might be 
rewritten in positive terms as: ‘Bourgeoisie, democracy.’ 
 
By all indications the economy that Islamic economics envisages is going to be capitalist 
in nature. If so, its political structure will have an inherent tendency to press for universal 
rights and liberty. But Maududi asserted that an Islamic state must discriminate against 
non-Muslims. In that event, a sharp tension is likely to arise between the economy and 
the polity under Islam. Put another way, Islamic economics might be thwarted by the 
Islamic polity. 
 
Should Islamic succeed with its economic principles and political structure, it would 
attract challenge from world capitalism, known for its time-tested habit of brushing aside 
all that stands on its pathway. If those Islamic norms of pricing, banking, trade, 
commerce and industry turn out competitive with the traditional capitalist practices, 
world capitalism would promptly absorb them shearing all their religion-related 
pretensions. Nothing grows under or near capitalism except capital. 
 
There is, however, one scenario where world capitalism would like to promote a certain 
kind of non-capitalist sector, the one that can perform as a supply channel of labour-
power. Because the demographic trend of capitalist lands is steadily dwindling (Ranjit 
Sau, ‘The Next Stage of Capitalism: End of Secularism’, Frontier (38:30) 12 February 
2006). ????
 
 
 


