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ISLAMIC DISTRIBUTIVE SCHEME:
A CONCISE STATEMENT*

A A, Islaht**

1. Introduction

The main purpose of this paper is to highlight institutional arrange-
ment of Islam for distributive justice. The paper begins with a note that
while Islam gives absolute guiding principles about production and
functional distribution, its focus of attention is redistribution of income
and wealth. The paper also attempls to provide a com prehensive list of
provisions in this regard, prescribed by Islam and the main objectives
thereof. Tt concludes with a note that since the primary concern of the
Indian planners and policy makers is to build a humane prosperous
country based on justice and equity, they may benefit from the Islamic
measures of distributive justice and can follow the broad outline given
by Istam to enhance the social justice.

2. The Present Scenario

The recent move, on the part of Indian planners and policy makets,
towards privatization, globalization and increasing liberalization has
raiscd many questions regarding India’s future picture. In a country
where 50% of the population is still living below poverty line, income

* Paper presented to the All India Conference on Islamic Economics held at Banglore on
June 27-28, 1993,

*+ Reader Department of Economics, Aligarh Muslim University, Aligarh.
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gap is unbelicvably wide and maldisiribution is a striking phenomenon,
every concerned citizen looks at these steps with great anxiety. The big
question thathavntsthem iswhat would be the repercussion of these policies
on elimination of poverty, distributional equity and social justice. Disap-
pointed with the fall of socialist system of Soviet Russia, they want to make
a desperate U-turn to capitalism—a system whose devastating effects are
not a secret. There is also a persistent call to make new experiments. Let us
see what guidance the Islamic cconomic sysiem can provide in this regard.

3. Personal Distribution: The Main Concern Of Islamic Economics

Production and distribution being the main economic problems in every
society, the economists have differed which one is the most important'. In
Islamic framework, the prime concern is the redistribution of income and
wealth, Regarding production, Islam gives some guiding principles, suchas
efficient andeconomical use of resources, avoidance of wastage, thequality
of production, prohibition of harmful products, minimization of luxuries
and maximization of necessities and comforts. Selections of techniquesand
modes of producticn are left to man's creative and acquisitive instnct.

Similarly, the functional distribution is also left to the mutual agreement
of the producing agents with the emphasis on justice, fairplay and honesty
in deciding the remunerations, and prohibition of exploitation and deception
and overburdening the employees.

As corapared to production and functional distribution, Islam’s focus of
attention is personal distribution or the redistributional aspect of our
economy. In thisrespectitdoes not confine itself to merely laying down the
guiding principies but gives detailed teachings and prescribes a number of
measures. The matter of redistribution is not, in its entirety, left to people’s
own decision. In several cases specific provisions have been prescribed.

4. Nature Of Islamic Distributive Schieme

It should be noted at the outset that Islam does not consider markel
mechanism as sacrosanct, although it encourages it in general. Whenever

-
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market fai i ject]

comi:j fvaéls to achieve the O‘bjCCUVCS cherished by Islam, the state shall use

i ricasurcs. Isla@c Fiislributivc scheme follows an institutional
P . A number of institutional arrangements have been made to

. 11;1;:;;;: tggé;::lutwe scheme is characterized by certainty and flexibility.
S— en;[])proach, on the one hand, there are some compulsory
peaues hiche! m;cpermanentprocessof redistribution in the economy.
e i [n : drgare a host of voluntary measures to supplement the
g .h m(’m 1o Lhcvrt‘l,lhcre are certain provisionsthat check

ich add to incqualities and maldistribution of income and

wealth. They may be call :
: ; ed as preventive o
TR RN W SR f‘feasurcs measures. Following is an

A. Compulsary Measures

L. Zakah:

Zakahi
Islam, "Ih;i’—’i;m}?ef&?ggm ofthe compulsory measures of redistribution in
teimbursed o nlihc’ }j) Sal_d Ul_atltshould becollected from the richand
of Zakah is fellowlrfpolf')r §%, Wh_lch is the essence of redistribution. The basis
Pt s feeling. This is the reasen that the principle in disburse-
o unlcss(ihSpen_d it fr9m where it hasbeen realized on the have-nots
il 1ypcs'0fassc15 ere is crying need tosh ift it to other places. Zakahis on
of the tll (niof o ushr) on an (rikz); on crops, i.e., tille ushr or half
Sto— ushr), on animals tike camels, cows, sheep, etc.; on
religions cum ﬁnaﬂzi;\iv;ufrﬂus m;:lals, gold and silver. Zakah being a
the distribution become eaiy a.n; ?c{;s L::;:rllls"lifjaf Islam, its collection and

B 5 o

e e?gstﬁﬁéﬁssim%rahgave been explicity named in the Qur'an’. They

e and,man y, the poor, the needy, those who are employed in

aon anc Lhagi’,’me.nl of Zakah, those whose hearts are to be

iy wayfar‘crs. tl:d_pllf\it:?, the debu?rs, for the cause of Allah and for

el s iLSZaka}zbe . s ”.1) act a cq}I?CUOn of mcasures and not a single
: neficiaries have different economic characteristics. ;
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Individual hastopayitfor himsel
subsistence for himscif an
against Zakah, there is no prescribed minimum cxemplion
sadagat al fitr.
themselves belegally reckoned as poor but they pay
Tn this way it is directed towards the poorest of the poor.

2. Sadagat al Fitr:

lim, male or female, minor or major. Every
fand forhisdependentsif he has more than
d his dependents on the night of Eid al fitr. AS
limit {nisab)for

Thus, sadagat al fitr 1 obligatory oneven those who may
tathose who are pocret.

1t is obligatory on every Mus

3. Obligation of Sacrifice:

At the festival of sacrifice (Eid al Adhal, Well-to-do Muslims are
required to offer animal sacrifice, a part of which should be distributed
among the poor and hungry. Skins of the sacrificed animals are also used
for their welfare. This festival, on the one hand provides good occasion for
cattle growersto obtain attractive prices fortheir animals. On the pther hand,
it supplies with the favourite diet toaimost all poor people for few days, who

ptherwise could never afford it

4. Tax or Additional Demand for Finance:

Since zakah isonafew kinds of assets and it has specific beneficiaries,
there is provision for imposing additional taxes as the Prophet (PBUH)
declared, ** Verily there isa clajm on one’s property other than zakah . The
purpose of such a levy will be both financing the government activitiesand

achieving distributive justice.

5. Ushr or Custom Duties:

aliphate of Umar in retaliation of foreign

Itwas adopied during the ¢
from Muslim traders while crossing the

countries charging the duty
border”.

6. Kaffarat or Financial Penalties on Certain Offences:

For example, one who breaks the fast of Ramadhan has to provide food
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for sixty poor persons.

7. System of Inheritance:

The inheritance system in Islam gives rise to a nuraber of heirs which
Jeads to the redistribution of the total wealth of the deceased, According to
the strict Qur'anic injuction®, all assets of the deceased—be it little or big-
—have 1o be distributed among hislegitimate heirsafter payinghisdebtsand
fulfilling his bequest (Wasiyah) if he has made any, valid upto one third of
his property’. It is gencrally argued that “*The dispension of wealth through
inheritance of agricuitural land may give rise to small agricultural holdings
widely scattered which may hinderefficient utilization". Itappears here that

the aim of efficient production clashes with the objective of an equitable
distribution.

The above observation may not be very sound as the system of
inheritance splits wealth in the sense of splitting the rights of ownership.

Therefore, it will not necessarily lead to disintegrated units unless we
assume:

{a) Prohibition of sale between the heirs or others or;

(b) Absence of any consolidation scheme which enables the consoli-
dation of small holdings formanagementandinvestment, inspite of splitting

up of ownership. Itis to be observed that partnerships, in all their forms, are
one of the ways of consolidation®.

The Islamic system permits sale and opens a wide door for partnerships.
At the same time there are in it specific provisions which assist in the

consolidation of ownership such as the right of pre-emption {Hagg-al-
shuf'ah) between adjacent properties®,

8. Obligatory Expenditure B Y Relatives (al Nafagat al Wajibah):

Itis obligatory in Islamic syste
sufficient (customary) mainten
maintain himself, The prefera

m that each wealthy person has to provide
ance for his poor relative, who is unable to
ble view is that the financial support of an
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A
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» .EI *

i it him in case he died
» who would inherit him in . .
indi son devolves on those w uld ink findf g =
mdlgcm pcrc roperty, and thatthis responsibility istobe Fb?f?:accordancc
lcaVIHgﬁSOTY;n I:which that inheritance would be s?;trcd. This s
ortion inherita bo sha
;\}:10112 the principle "Liability 15 linked to gain

9. Right 10 Demand Minimum Standard of Living:

ast f every
inciple 1 iah that the basic needs ©
i ished principle in Shana : S
s * esﬁ?;lslts Eg fuli)f' dled?Theindividual himself, his nffalrlr;lﬁz;.:l:;poni
g o
hurnanba;g d. and the socicty must all recogx‘mtr.,‘and f_u 11 s
neiﬁ?bouf st;egard But the ultimate responsibility of impleme
ibiliticsin ; : IS N
'i)rinciple in practice rests with the Islamic slate

10. Right to Acquire the Necessities of Life:

Islam doesnotlet a person dieof hunger,.mirsl ar olh.:r r:;,g;sgccs :\E:E
f means to satisfy these dire net‘:ds. ‘p P—
Othefs_ha‘*’? , l('jt ; ited to take forcibly from ‘haves L-hdt wh "
ot _Slm_ﬁuon " pe?\l:fho denies him such necessities, while t.maxillng surp
Su'smlltﬂcco;cld responsible for his death in case he dies™,
wi

11. Ghanimah:

ns taken in batle from the encmy. Four-

. ‘ SSiO % +
This refers to movable posse the troops; for remainder, the Quran

fifih of it are to be divided among
prescribes:

Allah, and to the Messenger, and to

- igremmining R eho d the needy and the wayfare’’ =1

the kinsman (who has need) and orphansan

12, Fai’:

efers to booly surrendered by th1e
ike ghanimah and zakah revenm,.s’
s of people, the benefit of fai

future generations. Under the

As distinct from Ghanin.tah,ufm i
enemy at war without ﬁgh{mg : Ur:c -
which are carmarked for Sp(:‘,Cli-lC ca gn ¢
extends to the entire population and eve

3
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Jai’category are putall miscellaneous incomes such as unclaimed property,
heirless assets, deposits, debts or usurped property whose actual owneris not

known and which, therefore, cannot be rewrned, etc., and they are spent on
general welfarel’,

13. Coercive Sale ar the Price:

In normal condition a selier is allowed to scll at whatever price he likes,
But he may be forced 1o sell his goods at the just price to safeguard the
interests of others, if without coercion he would not fulfil his obligations!®,

B. Voluntary Measures

1. Recommended or Voluntary Charity (ai Sadaqat al Nafilah)-

A Muslim is always advised 1o spend his money voluntarily for the help
of others"?, No minimum exemption limit, rate or time is prescribed for it
Al Nafagt al Ghair af Wajibah (non-obligatory expenditures) for which the

2. Gift (Hibah or Hadiyah):

A gift made for individuals or for some pubtic purposes also serves
redistribution of income and wealth'™. Al Imra (life long 2ift) and al Rugba
(a gift in waiting) are two special forms of provisions for gifts',

3. Grant System (Nizam al Ataya):

Grant made by the government to its citizens is a form of transfer
payment which the guided caliphs of Islam established and practised, The
grant that takes the farm of Jand or mines is called af Iqta (fief). It was
wnitiated by the Prophet (PBUH) himself®

4. Bequest (al wasiyah):
Itis generally in favour of those relatives who are getting a share in the
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legacy or in favour of some public purposes. Fulfilment of-a w.illhbcic;l;is
obligatory on the survivors and it gets priority over the legal inheri :
provided that it is upto one-third of the inherilance.

5. Lending (al’ Ariyah or al Qard):

Al’ ariyahis tolend something for. acerain p(lil'lDd to enjoy él{;snlt):e[r;eli;ﬁ
The Qur'an condemns so called worshlppf:rs w.hnjust deny son; onetolend
even small services (al ma'um)? Almanihah is also a formu? Lhc)bcr.lcms
example, a man gives someone a she-camel or a %Joat, so tha
from its milk and wool for a period then returns it”.

Lending moncey, in accordance with the Islamic sygcrr_n, must b_c wit@n{rl
any material gain (termed as gard hasan) as charging interest 18 strictly
prohibited in Islam.

6. Vow to Allah (Nadhr):

The vow must be vow of spiritual services which also includes sshrv;c::g
to humanity. Ithas beenreported that the vow from a person doespot C salenr‘l,1
the decision of Allah, butin this way Allah takes out a person’s mi

HEEE,
7. Endowment or Dedication (Wagf):

It may be defined as taking the corpus of any propert){ fromg:l;si]onﬁd
ownership, transfermring it permanently 1o the owpcrsmp [(;fl e
dedicating its usufruct to others, Permanence and irrevocability

essential characlerization vl awgaf™.
8. Expenditure of the Surplus (infag al’ afiva).

The most idealistic conditionregarding cxpcnduure. for @esa;cg;fi]if
isto spend the whole surplus (al ‘afva) amour}t_ At LSE 1nq‘u1ryc? . deﬁncﬁ
what should they spend, the Qur’an said, ‘al ‘afwa ™, Thls.. aﬁvadﬂ
as whatever extra amount a person has over and above his need*’.
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9. ; .ben.'evolence and Sacrifice:

Islam praises those Muslims who prefer others over their own needs.
*And (those who) prefer (the fugitives) over themselves though poverty
becomes their lot....”"*®. The fasting month of Ramadhanis for suchtraining.
Itis reported that the Prophet (PBUH) was the most benevolent of all people
and the highest benevolence he used to show was in Ramadhan®. The
Islamic teachings of sacrifice, benevolence, fellow feeling, love for all
living creatures eic., encourage a Muslim to voluntarily look after the needs
of others.

C. Preventive Measures

1. Prohibition of Riba:

There is an absolute, categorical prohibition of interest in the Qur’an and
it condemns those who take af riba (interest) and warns offenders of the
doom of Fire®. There is no distinction in Islam between interest on loan for
production purposes and loan for consumption purposes; both are equally
prohibited. Because charging interest is in favour of lending ¢lass at the cost
of poor. The Islamic alternative of investment based interest is partnership
or girad in which investor isentitled to a return which is determined as share
in the actual outcome of the enterprise, be it profit or loss.

2. Prohibition of Hoarding:

Hoarding is one of the immoral practices which is used by traders and
even by consumers of the vast resources to exploit people’s need and to
create artificial shortage. The Prophet (PBUH), said, ““The hoarder is a
wrongdoer" 3!

3. Prohibition of Monopoly:

Islamic principle of freedom and equal opportunity for all demands that
a monopolist should not be left to limit the freedom of others and closc the
doors of opportunities upon others. The state has to interfere wherever such
sttuation occurs. Allama Ibn Taimiyah observed, " A monopoly hold should
not be left wholly free to excreise his power, otherwise he will seta price
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s s bl s
in his own favour, threatening injustice 1o people”.

4. Prohibition of Private ‘Hima':

Al Himah: means preserve or enclosure through which people are lfcpt
away from a land usable by all for such benefits as herbage, water, hunting,
¢te. Private preserves have been prohibited by the Prophet (PBUH) As he

3 rr 33
said, “‘there is no enclosure except for Allah and his messenger .

5. Prohibition of Games of Chance and Lotteries:

The Qur'an prohibits games of chance™ as they result in an uncertain
distribution of wealth. They also cause hatred, enemity and disputes.

6. Bribery and Kickback:

Offering something to officials to influence the judgement lfI"ldul)f or
corrupt the conduct is also prohibited in Islam. The Qur'an says Ar}d cat
not of your property among yourselves in vanily, nor seek by it to gain the
hearing of the judges that you may knowingly devour a portion of the
property of others wrongfully'*.®*  The Prophet (PBUH) cursed both éwho
offered bribe and one who accepted it in the matter of government. 3

7. Prohibition of Stealing Property and Embezzlement of Funds:

Islam prohibits appropriation of income and wealth by immoral ways,
some of them mentioned above. One such practice may be by means of
stealing property andembezzlement of funds owned by the public or private
institutions or individuals. The Qur’an says, "....and whocve.r defrauds shall
bring with him the fruit of is fraud on the day of Resurrection when every
human being shall be paid on full what he has eamed and shall not be
wronged"’

8 Curb on Demonstration Effect.:

Islam encourages manon adoption of the quality of being content. At‘thc
same time curbs his greed and having the demonstration cffect. The (?ur an
condemns those whose mouth was watered by seeing Korah (Qur'an) in
his extreme pomp of show. It also censurcs those who not only

FinmmmnanE o iaetive Sy dioe 7
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demonstrate miserliness themselves but ask others also to do the same 3%
D. Some Other Institutions With Indirect Effects On Distribution

Apart from the above mentioned different distributive
measures—compulsory, voluntary and preventive—there are a number of
other institutions in Islam that help in redistribution of income and wealth.
For example, permission of having more than one wife, provided that the
husband can afford it and shall treat all wives equally and justly, will have
the same effect as inheritance has. In the same way advising Muslims to
prefera religious bride even she is poor over arich one has also distributive
cffect. Islam grants decentralizing effect on income and wealth as against
the system of joint family in some religions and no separate identity of a
wife from the husband which increases concentration of wealth,

Some other provisions suchas prohibition of extravagance or destruction
of property, ban on misuse of wealth due to imbectlity are also aimed at
preservation of resources and prevention of disequilibrium in distribution
of wealth, Moreover, increasing emphasis on the right of neighbours,
providing free passage of water through one’s land, permitting a neighbour
to use outside wall of his neighbour without inflicting harms to the owner,
right 1o demand hospitality upto three days for a stranger, etc., also
contribute to redistribution. In bricf, Islam has a multiplicity of redistribu-
tive measures, acomprehensive list of which we have tried to present in the
foregoing sections. Some of these measures taken alone may appear to be
insignificant but their combined effect can hardly be neglected.

5. Objective of The Islamic Distributive Scheme

Although Islam allows private property and individual ownership of
productive agents, it disapproves concentration of wealth in few hands,
increasing gap between the rich and the poor, and deprivation of any section
of the society from fulfilment of its basic needs. The core of Islamic
distributive policy, as the Qur’an has laid down, is that **It (the income and
wealth) should not circulate only between the wealthy among you.”'*¥ The
aims and objectives of distributional measures discussed above can be

enumcrated as below:

a} 1o climinate poverty and bridge the gap between the rich and the
poor,

b) toimprove distribution and reduce disparity,
¢) to ensure the fulfilment of basic nccdé.,

d) tocreate an atmosphere of love, cooperation, goodwill and fellow-
feeling,

) to generate positive effect in the innerself of the donor or tazkiyat
al nufus,

f) to achieve efficiency by transferring the surplus resources to those
who lack capital,

g) to have a society grateful to Allah’s bounties, enjoying rcal
welfare and prosperity.
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