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The relevance of religious belief to the material world is often overlooked,
even by the devout, but any study of the major religions will show that
there is a considerable body of teaching on how believers should conduct
their working lives, undertake monetary transactions and manage their
financial assets. Economic activity involves human behaviour, and this
introduces a moral dimension, as humans have choices and their actions
can be a force for good or bad. Seeking divine guidance for economic decision making can be helpful in making the right choices, and can ease consciences where decisions affect the lives of others. Economic governance,
whether at national or corporate level, can be a lonely and thankless task,
but if those exercising responsibility feel they are carrying out their duties
on behalf of the Almighty, this can inspire and motivate themselves and
others.

Islamic law and economics
All three monotheistic religions—Judaism, Christianity and Islam—provide general guidance on everyday living including on economic and
financial affairs. For Muslims the authoritative source of guidance is the
Holy Quran, the revealed word of Allah, and the Hadith, the sayings and
practices of the Prophet Muhammad and his companions, referred to as
the Sunnah. Since the time of the Prophet over 1400 years ago there have
always been differences of opinion in the interpretation of how this
guidance should be interpreted and applied. The Islamic scholars who
specialised in this interpretation are referred to as the ulema or fiqhaa, the
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latter being derived from fiqh, the study of Islamic law. The study of economic and financial transactions from an Islamic perspective is referred to
as fiqh muamalat, that branch of Islamic jurisprudence that is concerned
with commerce and other economic activities. The leading Islamic bank
in Indonesia, the most populous Muslim country, is Bank Muamalat, an
institution that tries to apply fiqh muamalat in all its financial dealings.
Although only a minority of Muslims are Arab, fiqh scholars are normally
expected to read Arabic, the language of the Holy Quran and the commentaries on the Hadith. Translations are available, but do not capture the
exact meaning of the sacred texts. Arabic terms are used for Islamic economic concepts and shariah compliant financial products as there are no
precise equivalents in English with respect to modern economics and contemporary finance. These Arabic terms are used in this article, with a glossary provided at the end to help the reader.
Islamic law is usually referred to as shariah, but this should not be
equated with secular national laws enacted by nation states, including
commercial law. Shariah provides guiding principles for everyday living,
but adherence is a matter of conscience and belief, and not of state
enforcement. In most countries, Islamic banking is a matter of choice, and
it is only in the Islamic Republic of Iran that all banks must comply with
fiqh muamalat under a Usury Free Banking Law enacted in 1983.
To be shariah compliant a financial institution must have a shariah board
comprised of specialists in fiqh muamalat who approve all products offered
by the institution, including deposit and financing facilities. Such compliance can be provided at national level, as in Iran, or at institutional level,
as in most of the Muslim World and the West, including the United
Kingdom, where Islamic Bank of Britain, HSBC Amanah and Lloyds TSB
have their own shariah scholars. In such cases shariah compliance has effectively being privatised. Compliance can also be outsourced, as in the case
of shariah compliant managed funds, where the Dow Jones Islamic
Indices, which also has its own shariah board, can supply screening software to determine what equities are acceptable investments from an
Islamic perspective.
The rulings of shariah scholars are referred to as fatwa, and these are
derived through reasoning and attempting to apply fiqh to contemporary
economic and financial transactions. This process is referred to as ijtihad,
and in practice involves reading the contractual documentation governing
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