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Main Discussions

• Microeconomics vs. Macroeconomics
• Topics in Macroeconomics
• Macroeconomic goals
• Components of the macroeconomy
• Types of markets
• Circular flow models
• Macroeconomic Stabilisation policies
• Beyond markets- the third sector 
• Sources of economic well-being
• Realising equity/distributive justice 



Microeconomics vs. Macroeconomics

Microeconomics
• Specific economic units
• Concerned with the individual industry, firm or household and the 

price of specific products and resources.

Macroeconomics
• Aggregate; the economy as a whole
• includes measures of total output, total employment, total income, 

aggregate expenditures, and the general price level.



Topics in Macroeconomics

• National output and human well-being
• Macroeconomic Issues and Goals
• The role of the government and fiscal policy
• Money, financial institutions and the financial system
• Functions of the central bank and monetary policy
• International trade and cooperation



Macroeconomic goals

• Economic growth- Sustainable development
• Full employment
• Price stability
• Financial stability
• Socio-economic well-being
• Equitable distribution



Components of the Macroeconomy



Types of Markets

• Factor/resource market- where factors of production such as 
land/property, labour and capital are exchanged

• Product market- where goods and services are exchanged
• Financial market- where money/financial capital are sourced (e.g. 

loans from financial institutions, money market, capital market, etc.)



Circular flow of Income and Expenditure

• A simple but very useful model to explain the interactions between 
the different components/actors in the macroeconomy

• Interactions are done in the factor market, product market as well as 
in the financial market 

• The size of the monetary flow in the model represents the size of the 
economy’s level of income/expenditure/output



- Private-closed economy



- Mixed-closed economy



- Mixed-open economy



Macroeconomic Stabilisation policies

• Fiscal policy- manipulating G or/and T to influence the flows of 
income and expenditure 

• Monetary policy- influencing the level of S and I using the interest 
rate or financing rate 

• Exchange rate policy- may influence imports and exports



Beyond markets- the Third sector

• Market excludes the activities of the third/voluntary  sector 
• Third sector is very important in an Islamic economy
• IE is based on the concept of cooperation and shared responsibility to 

achieve socio-economic justice and overall human well-being
• Huge potential of third sector entities, particularly the institutions of 

zakat and waqf, in providing social goods/services left unfulfilled by 
the public and the private sectors, 



Including Third Sector in the Model

For details, refer to Barom (2019)



Sources of economic well-being

• 4 sources of well-being, 3 formal sector + informal sector of the 
households/families 

• Private sector- undertaking commercial activities for the purpose of 
income and wealth generation; creating jobs and income for workers, 
profits/returns for business owners, etc.

• Public sector- redistributing income and wealth for the provision of public 
goods and services and other social welfare aims 

• Third sector- transfers/disposing income and wealth; voluntary and not for 
profit  orientation with social objectives 

• Informal sector, e.g.  families, neighbourhood communities and other non-
formal groupings as an important source of social welfare



Realising Equity/Distributive Justice

• Addressing the issue at 3 levels
• 1. Pre-production- ensuring equal opportunities in terms of 

education, health care and financial inclusion; prelude to having the 
ability to contribute in the factor market to earn income

• 2. Post-production/Functional distribution of income- ensuring fair 
factor compensation; just/fair wages, fair returns to 
business/property  owners, no exploitation.

• 3. Redistribution- if certain groups are still not able to earn sufficient 
income to survive, then they must be supported by the redistribution 
schemes (e.g. through zakat, waqf, other charity institutions, 
government welfare schemes, etc.)



• Thank you.
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