
FIRST PRINCIPLES OF ISLAMIC ECONOMICS 
SAYYID ABUL A’LA MAWDUDI 

 

1 
 

BOOK SUMMARY 

“First Principles of Islamic Economics” constitutes a compilation of major writings and speeches by Sayyid 

Abul A'la Mawdudi (1903-1979) from 1940s to 1960s. The book was compiled and arranged by Khurshid 

Ahmad, translated by Ahmad Imam Shafaq Hashemi, and published by The Islamic Foundation, United 

Kingdom in 2011. The book aims to present the essential ideas of Mawdudi on the still nascent discipline 

of Islamic economics. This book- part of the research collaboration between CIE IIUM and CoE MIB- enables 

us to honour leading scholars in what is called the ‘Contribution to Contemporary Islamic economics- 

Moving Forward’ series. The 290 plus page book consists of 12 Chapters and allows us to revisit the 

contributions of a personality who was not only a journalist, scholar, an activist as well as leading figure in 

the 20th Century Islamic resurgence through his founding and leadership of one of the most well-known 

Islamic movements, the Jamaati Islami.   

In Chapter 1 entitled Mankind’s Economic Problems and Their Islamic Solutions, Mawdudi puts forward 

his holistic approach to solving mankind’s economic problems. Partial and mere emphasis of technicalities- 

something that dominates social sciences today- does not lend itself to sustainable solutions. Economic 

problems must be seen against the ‘bigger picture’, with its central aim to remove injustice and tyranny. 

Rather than looking externally, one has to overcome obstacles that are rooted in man’s selfish behaviour, 

overindulgence in luxury, misuse of resources, and corrupt systems that satisfy the whims of the wealthy 

instead of prioritising basic need fulfilment of all. The current capitalist system does not provide adequate 

opportunities to progress and develop one’s personalities according to their means and abilities. Instead 

of a system of economic management that nature has based on principles of exchange and equity, there 

exists a vicious cycle of the rich getting richer and the poor getting poorer in a global exploitative economic 

system, with cartels and monopolies, and a trend of capital worship facilitated by interest-based loans.  

Mawdudi also did not see communism or fascism as the viable alternatives. Absolute power in the wrong 

hands is likely to give birth to an equally exploitative system that also results in tyranny and oppression. 

Even if that power is not misused, there is simply no room for natural growth and development (of skills, 

faculties and potentials) of the personality of individuals in such a restrictive environment. The Islamic 

solution to solving economic problems, meanwhile, follows three basic rules. The first is preservation of 

principles that are natural, the second is emphasis on reformation of conduct and mentality to tackle the 

root of issues, and the third is the enforcement of government’s regulations only when deemed necessary. 

Islam acknowledges the freedom to earn and the right of ownership, as well as the natural existence of 

diversity due to differences in skills and qualifications subject to certain limitations to prevent 

transgressions of the natural limits of justice and fair play.  

In Chapter 2 – Economic Teachings of the Qur’an, Mawdudi discusses the Qur’anic scheme for economic 

wellbeing of mankind that includes ensuring economic justice by checking imbalances and exploitations on 

the one hand and by promoting moral values on the other. Economic and moral values are integrated.  All 

resources and means are regarded as blessings from Allah (swt) for everyone to utilise and earn their 

livelihoods from. Individuals are given the right of private ownership with certain necessary restrictions in 

the interest of the welfare of others in the society. The natural way of the economic system is to encourage 

individuals’ free enterprise subject to certain limitations. The scheme acknowledges both men and women 

as having equal rights to own and exercise control over property. For the sake of economic justice, the 

system ensures that wealth is adequately circulated without accumulating in the hands of a few. The 

system doesn’t completely rely on state interventions to ensure economic justice, rather it focuses on 

intellectual and moral training of individuals and consequently overall reform of society. Lastly, the scheme 

promotes the spirit of brotherhood and cooperation rather than unhealthy competition and rivalry. 
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In Chapter 3, The Differences Between Islam and Capitalism, these twin foundations of ‘law and morality’ 

upon which the Islamic economic system is built, is compared to that of the capitalist and socialist systems. 

While moral principles ensure that all individuals and the society as a whole willingly adhere to the 

economic scheme of their own accord, the legal regulations ensure that everyone is kept within the set 

boundaries of the scheme. The Islamic economic system has well-defined criteria of the permitted and 

prohibited means of livelihood and economic activities. The fundamental Quranic injunction, “let there be 

trading by mutual consent” is elaborated on- the presence of any element of coercion, deception, fraud, 

or trickery would deem a transaction as unlawful. Everyone is to live within their means while avoiding 

either extremes (extravagance or miserliness). Capitalism on the other hand, encourages stockpiling wealth 

and making more money out of it. The capitalist system favours the wealthy while the Islamic system 

attempts to help those with less or no wealth. When giving charity, the capitalist seeks to promote his own 

image while its counterpart seeks the pleasure and reward from Allah (swt). Benevolent institutions and 

redistributive mechanisms such as Zakah and the Islamic law of inheritance do not exist in a capitalist 

system and the two systems, henceforth, clearly shape completely opposing mind-sets and behaviour, and 

consequently has drastically different social and economic impacts. Mawdudi does not elaborate much on 

socialism, possibly due to its more recent appearance in the global setting after world war II. 

The need to combine solutions to economic problems with ethics and morality requires a clear economic 

philosophy, aims and principles. This is presented in Chapters 4-6.  Chapter 4- The Economic Philosophy 

of Islam of what he considers to be a viable, forward looking and dynamic system. Social justice 

necessitates that the economic system ensures a complete balance between the rights and obligations of 

individuals and the society. Genuine equity is needed to ensure equal opportunities for the moral, social 

and material development of every individual. A people–friendly political system requires that an 

economic system is based on a democratic polity. Equality of opportunity calls for an economic system 

that facilitates and provides proper avenues of material progress to everyone in the society. According to 

Mawdudi, no economic philosophies of the present and the past manages to adequately incorporate these 

four values to keep economic problems in check and guarantee the multidimensional progress of society 

except the Islamic economic philosophy. A further eight fundamental principles are elaborated on: 

accessibility of the bounties of nature to all, the individual right to make a living, the right to ownership, 

healthy competition, no ‘forced’ equality, no free economy (unrestricted economic pursuit), individual 

obligations (zakah and ushr) and society’s obligations. 

Expanding on this philosophy, Chapter 5 presents The Principles and Objectives of Islam’s Economic 

System.  Guidelines for our economic life does not mean fixed detail rules. Interpretation and application 

of these guidelines will require ijtihad to make these guidelines relevant for all times and places. We have 

the freedom to work out the details depending on our circumstances without transgressing the 

predetermined limits. To achieve  personal freedom, harmony in moral and material progress, promotion 

of cooperation, unity and justice (in society) and wellbeing for society requires major operational principles 

of the system such as private ownership (and their limits), equitable (not necessarily equal) distribution of 

wealth, social obligations, Zakah and the Islamic law of inheritance. Islam safeguards the rights of the 

landowners, investors and labourers by establishing land, human labor, enterprise and capital as factors 

that are jointly eligible to a share in the profit- to be determined by the parties involved. Zakah and sadaqat 

funds for social welfare are meant to satisfy the welfare needs of specific groups of people, not for the 

economic upliftment of the country as a whole. With regards to an interest-free economy, to earn profit, 

one should be a partner or shareholder of a business. This is what justice demands and how the economy 

prospers.  
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In Chapter 6 Some Basic Principles of Economic Life, adl (justice), ihsan and the love and care for the bonds 

of kindred are elaborated on. In contrast, three vices that corrupt individuals and the society are fahsha’ 

(shameful deeds and acts of immorality and immodesty), munkar (everything objectionable that people 

generally shun) and baghy (the transgression of limits and oppressive acts). The islamic path of moral and 

spiritual rejuvenation requires a free society and a liberal economy wherein people are not denied their 

basic rights. Only in such a society can individuals develop noble and compassionate traits and become 

upholders of goodness and virtue without compulsion.  Three types of transgressions are prohibited. The 

first is to ban oneself from things declared lawful by Allah (as if they are haram). The second is to use halal 

things in extravagance and intemperance. The third is to cross the boundaries of the halal to make use of 

the haram. Under the principles of moderation and balance, one should avoid either extremes, Israf 

(intemperance) and Bukhl (miserliness). Economic acitvities should be conducted with honesty and justice. 

Finally, the golden rule of distributive justice is that wealth should not be left in the hands of a few 

privileged, but should be free to circulate in the society. Islam has thus forbidden all forms of interest and 

interest-based transactions, obligated the giving of zakah, ushr and khums as well as encouraging Sadaqah 

(charity). 

In Chapter 7- The Question of Land Ownership clearly supports the possibility of private ownership subject 

to various conditions. Limits on ownership are based on interests of (social) justice and the rights of all as 

determined by God.   Chapter 8 addresses The Question of Interest. On a moral ground, interest develops 

selfish traits such as materialism and capital-worship. It is exploitative, prevents the free flow of capital and 

concentrates resources in the hands of the moneyed class, which eventually leads to a total collapse of the 

social structure. Interest simply cannot be rationally justified from the standpoints of reason and justice. 

All the ‘theories of interest’ that try to justify its existence and rationale, are- according to Mawdudi- 

unreasonable and when properly examined, exposes the failings of the system.  In reality, interest never 

gives a fair compensation or benefit under any circumstance.  Whether for personal or entrepreneurial 

needs, interest - based loans is ultimately injurious to society and the economy. The harm from interest 

rates goes beyond the contracting parties (borrower and lender) to reshape the values of society (towards 

self-interest). 

The question is, is it possible to discard interest totally and replace it with a system that can serve today’s 

modern-day fiscal and monetary needs?  Some of the practical steps that can be taken towards this reform, 

is to ban interest completely, establish the zakah system properly, and confiscate the property of those 

who violate the interest-ban. At the same time, educational, motivational and training programs can be 

offered for public reform. The end result of these measures would be the reversal of the present unhealthy 

practice of capital accumulation and the unnatural separation of the financial sector from the real sector. 

The lending system would be limited to genuine needs and lenders would be prevented from taking 

advantage of borrowers. Avenues of guaranteed profit (without labor and risk) would be eliminated as 

investments are conducted based on profit and loss sharing principle. Most importantly, interest-free, 

benign loans would be accessible from different sources including banks (as important financial 

intermediaries). 

The discussion of a social security system is also central in Islam. Chapter 9 Zakah in Theory and Practice 

sees zakah as a ‘purifying’ act. Zakah follows Salah (prayer) immediately in many verses of the Qur’an 

indicating Islam’s concern for this ‘transfer’ of wealth. Those who do not observe them are neither on the 

path of Guidance, nor will they ever achieve prosperity in this world or the Hereafter. The Qur’an frequently 

uses the term Infaq fi sabilillah (spending in the way of Allah) for Zakah and Sadaqat (mandatory and 

normal charities). This means that whatever we spend for our fellow human beings will eventually benefit 
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us and we will be repaid with many dividends by Allah. Money spent in charity will circulate like life-blood, 

keeping the society healthy and eventually return to the giver with added benefits. Yet, man has inherent 

weaknesses, he is always in a hurry to reap personal benefits and is hardly bothered to help those in need. 

The consequences of such a self-centred mind set are devastating not just for the society but eventually 

for the individual himself. This kind of mentality leads to wealth accumulating in a few hands, while society 

succumbs to moral and material degeneration. The universal truth is that the happiness of an individual 

depends on the happiness of the society.  

The discussion in Chapter 10 continues on the topic Islam and Social Justice. Human beings are inherently 

good. Their mistakes, foolishness and harmful actions are largely influenced by either misleading slogans 

or ‘hidden evils’. Two common deceptions are found in capitalism and communism. Capitalism in the name 

of ‘liberty’ and communism in the name of ‘social justice’ have both actually turned out to be harmful and 

oppressive in different ways. Muslims are blessed to have the Eternal Guidance in the Qur’an and the 

Sunnah to guide them in all spheres of life.  Justice is is the ultimate aim in Islam and requires guidance. 

While Islam provides freedom and equal opportunity to the individual to acquire and utilise resources, 

there is ultimate accountability to his Lord.  Hence, individuals are also part of the ‘social system’ and also 

have responsibilities to others in society, creating a natural check on individual rights. Both capitalism and 

communism fail to achieve this balance of social justice. The former leaves the individual with unrestrained 

freedom to transgress his limits and violate the rights of others while the latter gives the State complete 

power, almost totally denying individuals, families, clans and every social institution their respective 

freedom. Mawdudi views Communism as the worst form of social oppression. Islam, presents a model of 

governance which is free from the extremes of capitalism and communism. 

Chapter 11 Issues of Labour, Insurance and Price Control continues the discussion of social justice, with 

examples given from the then Pakistan case. The system introduced by the colonial regime was based on 

a capitalistic, materialistic and imperialistic approach and remains in force even after independence. The 

real need is to pull out the existing system from its very roots and re-establish it on new moral and 

ideological foundations which can guarantee social justice to the people, i.e. the Islamic economic system. 

Based on the overall goal of socio-economic justice, there is an urgent need to the grievances and 

difficulties of the working class and to prevent exploitation of workers. Interim steps must eliminate all 

class distinctions and the feudal, capitalist structure of economy and polity. Human society must be seen 

as one body where cooperation is the norm. Employers and employees should know their rights and duties 

and discharge them faithfully to reduce the chance of conflict. This reform must include legally banning 

interest, betting/gambling and all unethical means of earning.  

Finally, Chapter 12 - Recodification of the Economic Laws of Islam discusses the need for ijtihad where not 

only substantive reforms are needed but, administrative and management reforms must also go hand in 

hand. This calls for a thorough review and updating of the laws and precepts available in the books of 

jurisprudence and a fresh codification of the economic and fiscal laws of Islam. This does not mean 

changing the laws according to own whims as some modernists believe but rather involve genuine 

interaction between what is permanent and what is flexible and dynamic in Islamic tradition. This will 

require essential pre-requisites such as have a strong understanding of the Shari’ah, the understand the 

real objectives of the Law-Giver in particular fields, to have a thorough knowledge of the principles of 

legistlation and the style followed by the Law-Giver, and to be able to examine changing circumstance that 

call for the modification of laws to identify whether the change is due to a natural or unnatural cause. There 

are of course general rules of exception as Islam aims to provide ease and relief during hardship. One 

possible exeption (at that early period in the 1940s-1960s) was the possible relaxation of laws related to 
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the prohibition of riba’/interest in situations of dire need. This deep understanding on the part of Mawdudi 

demonstrates his forward looking view and in some ways, anticipating the maqasid discourse that would 

come later in the 1990s. 

As a conclusion, revisiting Mawdudi’s contribution to Contemporary Islamic economics has great benefits 

as we try to learn lessons to re-allign our efforts at establishing justice in contemporary society. Islamic 

reforms, especially those in economics, banking and finance that have contributed positively to the 

development of the ummah, has to constantly improve itself. Mawdudi’s thoughts of more than 70 years 

ago demonstrates to us that his views were very much beyond his time and also reminds us that we have 

to seek holistic solutions to our contemporary challenges. Islamic banking and finance has to reconnect to 

the ideals of Islamic economics, which in turn has to be in-line with the overall goals of the Islamic 

philosophy of life. Genuine critical engagement with our traditions/heritage as well as with modern 

knowledge is therefore seriously needed. For this to happen, it requires serious collaboration among all 

stakeholders. Congratulations to Maybank Islamic for partnering CIE-IIUM in this worthy project. 

 

 


