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Foreword 

Many question why the global economy appears so unjust, with huge income and wealth 

disparities and exploitation all too apparent. Rewards in business are too often unrelated to 

effort but rather the result of sharp practices, with the executives and directors of companies 

such as Enron enjoying large remuneration packages while misleading their more junior 

employees, their shareholders and the public at large. Auditing firms such as Arthur Andersen 

fail to do their job properly, and then try to cover up for their own misdeeds. At the heart of 

capitalism there appears to be an immoral core, where CEOs get ever-larger pay rises and 

bonuses while the asset values of their companies slump. Pension rules are unilaterally 

changed without consulting those who will lose out, and insurance companies that are 

supposed to offer protection try to escape from their obligations through legal loopholes 

embedded in the small print of their contracts. 

Although there has been a growing interest in business ethics with courses offered as an 

integral part of most MBA degrees, the ethics taught are essentially socially derived, relative 

and secularist rather than being based on religious moral authority. It is often difficult enough 

to ensure that national laws are enforced in business, but business ethics, which promotes 

codes of good conduct over and above the legal minimum, lacks any enforcement mechanism, 

and instead relies on individual moral conscience. In the absence of a higher moral authority 

and rehgious guidance, personal conscience cannot determine social standards but merely 

results in individuals determining their own rules, moral uncertainty and even chaos. 

Muslims have a huge advantage in being able to turn to their religious teaching for guidance 

in their business dealings. Belief in God provides not merely the motivation, but the 

imperative for adhering to shariah law, which is to be applied in all spheres of life. For Muslims 

moral conduct in their daily lives is part of their devotion. Revealed teaching provides moral 

certainty, and a set of standards to which the entire community of believers can adhere. 

Dr Syed Hasanuzzaman's work not only contributes to the literature on Islamic business 

ethics, but should also interest western readers concerned with business ethics more widely 

and cross cultural issues. The lucid account is written in the language of contemporary 

business ethics, and therefore can usefully be included on the reading lists for business ethics 



courses worldwide, as well as for more specialist Islamic studies courses. The study is timely 

in view of the current moral crisis which commerce faces, with a widespread loss of 

confidence in business integrity and the honesty of corporate reporting. The literature on 

Islamic business ethics has been all too meagre to date, the only other recent study being the 

volume edited by Khaliq Ahmad and AbdulHasan M. Sadeq on Ethics in Business and 

Management: Islamic and Mainstream Approaches. (ASEAN Academic Press, London, 2001) As 

the titles imply the remit of Khahq Ahmad and AbdulHasan M. Sadeq was wider than that of 

Syed Hasanuzzaman, but although the former work includes some interesting contributions 

on ethics in business and management, the thematic approach of Hasanuzzaman and the 

coherence and consistency of a single authored study are a distinct advantage. 

Dr Hasanuzzaman stresses how Islamic ethical values are not a substitute for universal values 

and virtues, but rather build on these by stressing compassion, tolerance, leniency, 

benevolence and hospitality. These are matters of principle and faith, but Dr Hasanuzzaman 

readily admits that many Muslim societies have abandoned both religious and universal 

values for the sake of material wealth. Paradoxically despite the decline in the influence of 

religion in the West, there has been a reaction by many to corporate excesses and the 

malpractices associated with capitahsm. This has resulted in a proactive approach in the West 

to ensure more widespread awareness of ethical issues in business. Dr Hasanuzzaman's aim is 

to remind Muslims in business of the values they must observe, and how religion must inform 

all decision-making. In some respects there is scope for the ethical business movement in the 

West and Islamic scholars to learn from each other and move forward together. 

Clearly ethics, as Syed Hasanuzzaman notes, should not be merely at the margins of business, 

imposing constraints, but rather at the heart of management decision-making, providing the 

motivation. He emphases that Islamic ethics is not simply about justice in the legal sense, but 

ihsan, benevolence, that transcends justice. Moral business is successful business, as although 

immorality can result in short term gains by taking advantage of others, in the longer term 

such business is unsustainable. Trust matters in business, and where there are shared reHgious 

values, this creates great opportunities for industry and commerce as analysts of Muslim 

history have observed from the time of Ibn Khaldun. Even today, despite the failures of 

government economic management in Muslim countries such as Turkey, MUSIAD, an 

independent association of Turkish industrialists and businessmen who are devout in their 

religious observance, has sustained business success. 



The desire for wealth is seen as natural, but there is a need for balance, and wealth should not 

be worshiped. Man may work hard, strive to make his business profitable and seek value for 

money in expenditure; but for the devout Muslim justice, honesty and compassion should 

temper these efforts. Dr Hasanuzzaman beheves that man must train his inner self to abandon 

selfishness in favour of social interests. Markets are seen as a legitimate institution for 

economic transactions, but regulation is needed to prevent fraud, hence the institution of the 

hisba, which provides ethical guidelines for monitoring and managing business transactions. 

This relates to the discussion of the concept of the just price and the Islamic law on contracts 

and the shariah position on options. Marketing issues are considered in considerable depth, 

as it is in this area that some of the greatest abuses occur with misleading and inappropriate 

advertising and publicity material and pressurised selling that neglects the interests of the 

client. The issue of insider trading is also considered, a practice that is illegal in most 

jurisdictions, but which too often goes undetected to the detriment of shareholder and other 

stakeholder interests. 

Environmental concerns rightly preoccupy all concerned with ethical issues and Islamic 

Leaching, with its stress on the middle way and balance, has much to contribute on these 

matters. Dr Hasanuzzaman is the first Muslim author to address environmental questions in 

a business ethics book, and his discussion does much to point the way forward and suggest an 

agenda for further research. Some of the issues are complex and highly sensitive, but under 

the principle of ijtihad or independent reasoning it is possible to apply Islamic teaching to 

many new, but potentially dangerous environmental situations and suggest remedies. In the 

final chapter of the study Syed Hasanuzzaman provides a critique of the western ethical 

business movement from an Islamic perspective that demonstrates both where co-operation 

is possible but also where there are differences. 

The book should appeal not only to Muslim readers, but also to those involved in teaching 

business ethics courses in universities and other educational institutions in the West. There is 

a need for a less Euro-centric approach to business ethics, and although some instructors in 

the West refer to Christian as well as natural law traditions, insufficient attention is paid to 

Islamic teaching, even when there are multi faith groups of students. There is much that non-

Muslim students of business ethics can learn from Islamic teaching, with its emphasis on 

khilafah or responsibility to God for the management of resources. Those concerned with 



corporate governance should be aware of the concept of shura that imphes consultation on 

policy formulation rather than simply the introduction of new initiatives by management 

dictate. 

The Institute of Islamic Banking and Insurance and its Chairman, Muazzam Ali, is to be 

congratulated in taking the initiative that has resulted in this worthwhile study, and Syed 

Hasanuzzaman deserves thanks for his pioneering work. 

Rodney Wilson 
Professor of Economics 

Institute for Middle Eastern and Islamic Studies 

University of Durham 



Preface 

'THE I S L A M I C E T H I C is expressed in terms of the immanent presence of God in the earthly 

affairs of man. His Omnipotence imbues material reality with normative content. Both 

God's law expressed in the Qur'an and Sunna and the objective circumstances in which man 

must strive to obey them are divinely ordained.' 

There is nothing to discover with regard to business ethics in Islam. The edifice of the entire 

Islamic way of life rests on absolute ethical values. One cannot be a true Muslim unless one 

adheres to these values. Justice and equity, honesty, integrity, veracity, leniency, compassion, 

tolerance, selflessness, benevolence, cooperation, mutual consideration, sacrifice and 

harmlessness, are the guiding values in all walks of life, business being no exception. Muslims 

are ordered truly to observe these values in whatever position they are: whether employer or 

employee, landlord or peasant, trader or customer, ruler or ruled, officer or subordinate, 

transporter or passenger, depositor or fiduciary, relatives or strangers, neighbours or fellow-

workers, nobody is allowed to disregard these values at any time. To recognise these values as 

binding is a concomitant of true faith; to neglect them in practical life means a serious lapse 

These values are laid down and emphasised in the Qur'an and reinforced in the sayings of the 

Prophet Muhammad (may peace be upon him). 

In addition to these general values, there are sector-specific injunctions to guide different sectors 

of activities meticulously. These relate to each department of life, trade being one of them. A 

person who observes the basic values and abides by the guiding principles of trade, as laid down 

in the Qur'an and the Hadith, is deemed to be commendable in this world and in the Hereafter. 

Thus a businessman whose object is earning his livelihood through a business activity without 

violating these principles is treated, in the next world, as being on par with the apostles. 

Many of the ethical values laid down in Islam are not unique to Islamic society. No civilisation 

could progress and no social, economic, political, scientific or technological development 

would be possible without people adhering to the values of patience, perseverance, 

determination, tolerance, strength of resolution, self-control, cool temperament and mutual 

consideration. These universal ethical values and virtues are, however, constrained by 

temporal and spatial limitations because of the need to apply them to achieving the interest 



of some particular person, society, class or territory. The virtues that are necessary to win over 

other societies and find a respectable place in them require some additional values, such as 

justice, honesty and integrity, kindliness, selflessness and sympathy. A strong, prospering 

society may overawe smaller and weaker societies with its material prosperity and strength 

and scientific and technological achievements, but it cannot command true respect, love and 

popular support in these societies. The latter would claim their alliance and firiendliness 

simply to share their prosperity and progress. 

Islamic ethical values are but a complement of universal ethical values. They prescribe com-

passion, tolerance, leniency, benevolence and hospitality over and above the basic universal 

values that we have listed above. 

The value system set forth in Islam does not accept any constraints or limitations, because of 

its source and the objective behind observing it. God has laid down these eternal values in His 

revealed Book and conveyed them through His Prophet. These values, whether in the Qur'an 

or in the earlier Scriptures, are not amenable to restriction to a particular society or region; 

they are of universal import. God has ordained these values to the entire human race for all 

time. These values are observed with the object of seeking God's pleasure and earning rewards 

in the next world, rather than pleasing any group with which one is identified or from whom 

one seeks to obtain some benefit. Thus both the source of the values and the objective in 

observing them prevent them being confined to any specific place or time. 

What we have contended above is a matter of principle and faith. The manner in which the 

present day Muslim societies are observing these principles presents a woeful picture of 

things. Several Muslim societies are far away not only from the lofty ideals of Islam but, in 

many cases, they have abandoned even the universally accepted essential values at the altar of 

the goddess of wealth. Their efforts to seek their self-interest have pushed them into the abyss 

of immorality. They have turned their backs even on professional ethics and have come to 

disregard universal ethical traditions. 

In sharp contrast with this situation, the capitalist countries in the West, where ethics have 

been alien to business activity for some time, are now in search of a moral code for business. 

This is apparently a paradoxical situation. The secularist intellectual orientation in the West 

had pushed ethical values to a secondary position and divorced economic activity from its 



fold. According to Solomon, "the way we think about business all too often tends to relegate 

ethics to the margins, to see morals as a set of side constraints, necessary but tangential to the 

real business of business". The multifarious problems that the secular orientation created 

triggered a reaction first among religious leaders and philosophers and then among 

intellectuals. Until 1960, works on the social issues of business and corporate responsibilities 

were mostly of a reactive character. The reaction against business malpractices was so strong 

that some thinkers tried to divest business of its primary object - earning a livelihood. Those 

who fail to distinguish between business ethics and ethical business do not seem to be clear-

headed on the issue. They have mixed up myth and reality and attempted to suppress the 

symptoms rather than to cure the malady. Most of the Muslim societies have, unfortunately, 

not even realised the need for any corrective. The present book is one of the few attempts to 

remind the Muslims of the set of values they need to observe and which, regrettably, they have 

generally neglected. I have so far come across only three books on the subject, in addition to 

a few short papers and a few brief notes on the web sites. Among the books that I could benefit 

from are Trevor Gambling and Rifaat Abdel Karim, Business and Accountancy Ethics in Islam, 

(London, 1991), Mushtaq Ahmad, Business Ethics in Islam (Islamabad, HIT, 1995), and Rafik 

Issa Beekun, Islamic Business Ethics (Herndon, HIT, 1997). 

General books on the Islamic principles of business are innumerable and contain all the basic 

principles relevant to trading. But these general books do not apply these principles to newly 

emerging phenomena, nor do they specifically address the moral issues that have emerged as 

a result of the general decline in faith and practice. This is a matter of great concern for 

countries like Pakistan, where business morality is at its lowest ebb as compared with many 

other Muslim societies and most western countries. In the Western countries, at least, the 

criticism of business immorality is more pointed and sharp than we find in developing 

countries in the East. One of the possible reasons for this might be the generosity of the 

business class for charitable purposes, which, though much less as compared with the Western 

standards, is personalised. In the West, the volume of charitable funds is much greater than 

elsewhere, yet it is impersonal and corporate. The element of personification has its benefits. 

Changes in modes of production and trade, development in information technology, 

globalization of the market, the role of international financing agencies, and the role and 

impact of multinational corporations, have given rise to new challenges, problems and 

dilemmas. There is now a genuine need to meet these challenges and discover which set of 



Islamic principles can be applied to these problems, and how. The present book is one of the 

few earliest attempts to address the subject and, as such, requires more sophistication in the 

hght of contemporary institutions and academic discussion. 

Trade and industry are but a part of the business, but not the whole of it. Banks, insurance 

companies, transport, education and health are also among the most thriving businesses. Banks 

and insurance companies are the ultimate repositories of all the earnings and expenditures of 

society. These have not been examined by our scholars as critically as they deserve. Banking 

business, a centre of misappropriation and exploitation of its owners - the depositors -

insurance companies which inherit a propensity for trickery and fraud, health and education, 

which trade on the life and intellectual growth of generations, are also going unnoticed by our 

scholars and critics. Stock markets, a hotbed of organised swindling, confederacy and 

complicity, also need serious treatment. These subjects require a series of separate books. 

The book before you contains seven chapters. Chapter I is divided into two parts. Part 1 deals with 

basic considerations, without which the significance of the methodology of the Islamic treatment 

of economic enterprise would be difficult to appreciate. It emphasises that love for wealth is a 

natural instinct and should not be suppressed. Part 2 emphasises that this wealth should not be 

made the object of worship and that self-interest should give way to the.duty of social welfare. 

Chapter II is also divided in two parts. Part 1 elucidates the ethical values that the Qur 'an and 

the Prophet (may the peace of God be upon him) have laid down. The emphasis that inheres 

in this value system is aimed at training the inner self of man, so as to motivate him to 

abandon selfishness in favour of social interests. Among these values, justice and benevolence 

(ihsan) are the most important, and all the other values are discussed in Part 2. This emphasises 

that absolute justice is a purely legal concept, but benevolence is supererogatory and transcends 

justice. Observance of benevolence would automatically protect the precincts of justice. 

Chapter III deals with the market mechanism which Islam visualises. It allows the free 

operation of market forces only for as long as one benefits without damaging others' interests. 

Chapter IV comprises of a discussion on those issues which have now become the target of 

criticism, viz., advertisement and publicity, salesmanship, pricing, the interest of the trader, and 

consumer satisfaction as safeguarded under the Islamic law of options and insider trading. 

Chapter V discusses in retrospect the issue of the environment and the extent of this problem 



in the industrial era and evaluates the existing position, offering suggestions for grappling with 

this very sensitive issue. Chapter VI takes up the very important function of market monitoring 

and surveillance, which an Islamic state is supposed to look after. The last chapter takes stock 

of the all-embracing movement to reform business practices in Western countries. 

In the book, the terms "The Qur'an" and "the Hadith" or "the Sunna" are frequently 

mentioned as the basic sources of Islamic law. The Qur'an means the Scripture revealed by 

God to the Prophet Muhammad (571-632 AD), (may peace be upon him), the Revealed book 

which has come down to us without any alteration. The Hadith or the Sunna means the 

Prophet's precepts and practices as preserved by their narrators, which have assumed the form 

of large compilations. References made to the Qur'an are by chapter number: verse number. 

References to the hadith as given in the footnotes follow the system of A.J.Winsink in his 

Concordance. The English versions of the Qur'an I have used are M.M.Pickthall's and Zafar 

Ishaq Ansari's. The translations of the hadith are my own. 

I am grateful to Mr. Muazzam Ali, Cha i rman, Institute of Islamic Banking and Insurance, who 

provided me with an oppor tun i ty to write this book and wi thout whose initiative the book would not 

have seen the light of the day. I am also grateful to the librarian and the staff of Rosenberg Library, 

Galveston Island, Texas (USA), who prompt ly provided me with the largest n u m b e r of books on 

business ethics available anywhere in US libraries. My daughter-in-law, Sarah Ansari, showed m u c h 

enthusiasm in keeping me constantly supplied with books. My other daughter-in-law, R u m m a n a 

Umar, saw to it that I was able to devote the m a x i m u m possible t ime to working on this. They were 

indulgent with my bookishness, which prevented me f r o m having m u c h t ime with them or with my 

grandsons and granddaughters . I am very thankfu l to bo th of them. My very special thanks are due to 

Mr Kifayatullah, an old colleague, now in Florida, USA, who provided me with useful website material 

and gave me many tips for my paper O n Environment . I a m equally grateful to Dr. Shahid Hasan 

Siddiqi, Chai rman, Research Institute of Islamic Banking and Finance and Mr M. Ayub, loint Director 

of Research in the State Bank of Pakistan, whose comments and discussions considerably helped me 

in my task. I mus t also acknowledge the valuable contr ibut ion made by Dr. S.S.H. Rizvi, an Ex Director 

General of Pakistan Council of Scientific and Industrial Research, who not only carefully read my 

paper on Environment and gave me useful suggestions for improving it, bu t also revised some of the 

pages which I had writ ten with the help of my scanty knowledge of physics and chemistry. 

S.M.Hasanuzzaman 





CHAPTER ONE 

BASIC CONSIDERATIONS 

A. Human Instinct and Business Activity 

Man is guided by motivations that are governed by the instincts which God has created within 

a normal man. Many of these have far-reaching effects on his economic behaviour. Thus 

instinctive motivation persuades him to work hard, organise his economic activities efficiently 

and profitably, and discover new methods of exploiting resources, multiplying his wealth and 

organising expenditure in the most economical manner. When these motivations are properly 

controlled, regulated and disciplined, the result is an ideal system of production, exchange and 

distribution, which, in turn, become the basis of a welfare society. On the contrary, if no 

proper checks and balances are maintained, these instinctive motivations lead to injustice and 

exploitation, and a mad race to amass economic resources. 

Love of wealth 
One of the instincts, and the most important from the economic point of view, is man's love 

of wealth. The Qur'an says: 

"Men are naturally tempted by the lure of women, children, treasures of gold and silver, horses 

of mark, cattle and plantations. These are the enjoyments of the life of this world..." (3:14), 

"And you love wealth with inordinate love" (89:20), and 

"Violent is man in his love for wealth" (100:8). 

This instinct has always motivated man to work to acquire wealth and to maintain his 

possession of it. And, in the absence of any legal, social or moral constraint, he does not shrink 

from using every means, fair or foul, to achieve this object. Even if he faces such a constraint, 

the influence of the instinct persuades him to circumvent the same. 



Maximisation of earnings 
In addition to his love for wealth, he is prone to save, accumulate and maximise his 

possessions. Some of the Quranic verses that portray this behaviour are: 

"Tell them (0 Prophet!): 'Even if you owned the treasures of my Lord's Mercy, you would have 

held them back for fear of spending them. Man is indeed ever niggardly" (17: looj, 

"Man is unwearying in adding to his wealth" (41:49); 

"He did not ask you for all your wealth. If He were to ask you for all of that, and press you, you 

would covetously withhold, and he would bring out all your ill-feeling" (47:37); and 

"Indeed, man was created impatient. When evil befalls him he is despondent; but, blessed with 

good fortune, he grows niggardly" ('70:19-21^. 

"And I granted him resources in abundance and sons to be by his side! To whom I made life 

smooth and comfortable! Yet he is greedy that I should add (even more)" ('74:11-15). 

This instinct guides human behaviour to earn, save and accumulate wealth. In order to 

continue this process, man tries to be judicious in consumption and in reinvesting his savings 

to maximise his earnings. The demonstration of this instinct provides us with significant 

insights into age-old human behaviour. 

Getting rich overnight 

This instinct tends to make man self-centred and induce him to evade his social 

responsibilities. This narcissism knows no bounds if it is honed by another instinct which the 

Qur'an portrays thus: 

"Man is hasty by nature" (21:37), (ind 

"Indeed man, was created impatient" (70:19). 

This instinctive temperament gives man an impetus to get rich overnight by hook or by crook. 

He neglects all religious and cultural bounds and casts aside all social and legal hindrances to 



achieve his object. He entertains no consideration even for human values and falls down into 

the abyss of depravity and callousness. He does not shrink from indulging even in those 

antisocial and inhuman activities that may give him the quickest and highest return. The 

examples are games of chance, dealing in drugs, adulteration of hazardous substances in 

edibles, speculation, banditry, piracy, etc. 

Ungratefulness 
Despite all his malice and immorality, he has to conduct his business within the society and 

make money through his bargains with others. If he feels obliged to others, his conscience may 

pinch concerning his own inhuman behaviour. But he has one more weakness that prevents 

him from feeling sorry if he has put his counterpart at a disadvantage. This perfidy is reflected 

in the Qur'an in the following way: 

"Truly man is a most ungrateful creature" (22:66), 

"Man is ungrateful' (42:48), and 

'Truly man is, to his Lord, ungrateful" ('100:6^. 

The Qur'an deplores human perfidy in relation to God, but the character of ungratefulness 

permeates man's entire behaviour in relation to all his fellow beings, including those who 

helped him to reach a position which he otherwise would not have reached. He is not loyal 

even to his country or nation. He is fully exposed when an emergency arises. The Prophet 

said: One who is not grateful to the people is also not grateful to his Lord." ' 

To sum up the above discussion, love of wealth, proneness to save and accumulate wealth, 

eagerness to become rich overnight and a disregard for others' interests are the instinctive 

traits in man which, if not properly controlled and regulated, give rise to a business system 

which proves a curse to society. These evils reach unmanageable proportions when coupled 

vith the doctrine of (unbridled) free enterprise and an absolutely free market mechanism. 

1. Abu Daud: Adab. (fi shukr al-maruf). 



Need for morality 
Some Western countries (not yet the Eastern) have begun to reahse the significance of a moral 

code for business without making any compromise on the concept of free enterprise and the 

free market mechanism. They find it sufficient to encourage and urge businessmen and 

corporations to make their own regulations to infuse moral values into their operations. How 

many of these businessmen and corporations will pay heed to these suggestions, and how far, 

is yet to be seen. But the basic question is what, in the absence of a law, with its obvious 

limitations, is the motivation that will force them to abide faithfully to a code that runs 

counter to their unbridled instinct. There are, of course, good-natured persons who would 

respond favourably, possibly because of their religious attachment or highly-developed social 

sense. But an overwhelming majority of businessmen and corporations may not be equal to 

the task. They consciously or unconsciously believe in a utilitarian philosophy and would be 

only as ethical as would be necessary to justify themselves and to achieve their objective of 

profit maximisation. 

The motivating force: firm faith 
Among the prerequisites of moral reform is a change in outlook and philosophy of life. People 

who run businesses - a small shop to a mega-corporation - will have to renounce a hedonistic 

philosophy. No contemporary government has the authority to recommend a superior 

principle unless it also professes it itself in its relations with its public and other communities 

of the world. It would not be worthwhile here to dilate on this aspect at any length, for fear of 

changing the focus of the subject. Our main concern in this chapter is to discover how Islam 

manages to harness human instinct and turn it away from immorality and indecency in 

pursuit of its business objectives. 

The whole of life under Islam is governed by immutable moral values which, in turn, are 

motivated by a firm belief in One Omnipresent, Omnipotent and Omniscient God and His 

Attributes, in resurrection and accountability, and in reward and punishment in the Hereafter. 

Firm belief in God and all his Attributes implies that man should have perfect faith in God's 

Absolute Ownership of all resources, and that He alone gives blessings and prosperity, 

particularly to those who use this gift as He has permitted. It is God alone Who awards all 

things to His creatures and provides everything that is beneficial to them. It is He Who 

constricts and expands and Who is the Just One. It is He Who is Generous, Propitious, the 



Enricher and the Distresser. A firm belief in these Attributes acts as a powerfiul source of 

inspiration in economic and business pursuits.^ 

Along with these Divine Attributes, a number of Quranic verses and an abundance of the 

Prophet's sayings construct a mind that guides individual behaviour in a direction which truly 

reflects a firm behef in God's Unity. Without this firm behef, the Islamic economic system and, 

for that matter, the whole of life is ensnared in inconsistency and discord. It is a firm belief in 

the concept of reward in the Hereafter, not in economic calculation, that induces a man to act 

upon the injunctions regarding physical and financial sacrifices. It is the concept of 

punishment in the Hereafter, not economic calculation, that keeps him from undesirable 

consumption and forbidden earnings. The degree of firmness of these beliefs determines the 

degree of success of the Islamic system. To illustrate this more precisely, the Quranic 

exposition of the Attribute of being the Provider (al-razzaq), for example, is given in the 

Qur'an at different places in the following words: 

"God's are the treasures of the heavens and the earth. There is not a beast in the earth hut the 

sustenance thereof depends on God. His Bounty cannot be walled up. His Provision will never 

languish. He is the best of Sustainers. Everything with Him is measured and He makes things 

available only in appointed measure. He enriches and satiates. He enlarges the provision for 

whom He will, and straitens it for whom He will. He has apportioned their livelihood among 

them in the life of the world, and raised some of them above others in rank, that some of them 

may take labour from others. Whosoever fears God, He will appoint a way out for him, and 

will provide for him from (a quarter) whence he has no expectation. Whosoever disobeys Him 

will be doomed." ^ 

How does belief in this Attribute influence economic or business attitudes? A firm behef in 

this divine attribute of the Provider eliminates insatiable lust for amassing wealth by unlawful 

means and cools down impatience. It dissuades man from unhealthy competition' and 

2. Here we have reproduced only those of His ninety-nine Attributes that have a bearing on economic and 

business attitudes. 

3. For all these references, see the Quranic verses 63:7,11:6,17:20,38:54,5:114,15:21,53:48,2:245,17:30, 43:32, 65:2&3, 

19:74&98 and 28:58&70, respectively. 



egotism. It relieves tension and anxiety and unhealthy reaction in the event of a poor return 

for one's efforts. A firm belief in the divine assurance: "Whosoever fears God, God will appoint 

a way for him, and will provide for him from (a quarter) whence he has no expectation" 

(65:2,3), not only discourages one from becoming avaricious and resorting to unlawful 

earning, but also plays an important role in guiding policy-makers and planners to cast off the 

capricious fears of loss due to abolition of unlawful institutions and undesirable policies and 

programmes. Similarly, belief in the Divine Wisdom of unequal distribution of resources 

(4:32) avoids class antagonism and persuades the well-to-do to share their fortune with the 

poor, thus reducing the distance between the haves and the have-nots. 

The behef that God is the Owner of all treasures and apportions sustenance for the people 

according to their requirement (15:20,21) deters one from the mindless pessimism and 

deprivation complex under which a large number of developing nations are labouring. The 

Qur'an, on the other hand, assures us of a generous creation of resources such that there is not 

a beast on the earth whose sustenance does not depend on God (11:6), and that in the heavens 

is your providence, in addition to that which you are promised (51:22). The availability of 

natural resources is, however, not as generous as their creation. The fact of scarce availability 

calls for prudent planning, for optimum utilisation of the available natural resources and for 

exploration of new resources. 

To sum up, firm belief in the Divine Attributes has a far-reaching influence not only on one's 

general attitude, but also on the economic and business life of the individual. Without such a 

firm belief, the practice of many Islamic injunctions poses formidable difficulties and leads 

one to impracticable compromises, resulting in dualism and hypocrisy. 

Reward and Punishment 

While behef in God's Attributes infuses a spiritual vision into the conduct of business, the 

belief in the concept of reward and punishment in the Hereafter provides one with the 

motivation to keep from immoral behaviour and act virtuously, even without any social or 

legal enforcement. A behever himself controls the malevolence and digressions of his instinct 

and persuades it to remain within the limits prescribed by God and His Prophet. 

The concept of reward and punishment in the Hereafter impHes also the concept of 

Resurrection. There are innumerable verses in the Qur'an and much more in the warnings of 



the Prophet that again and again emphasise this point. A few examples from the Qur'an only 

are reproduced below: 

i."And when the trumpet shall sound one blast 

And the earth with the mountains shall he lifted up and crushed with one crash, 

Then, on that day, will the Event befall. 

And the heaven will split asunder, for that day it will be frail. 

And the angels will be on the sides thereof and eight will uphold the Throne of their Lord that 

day, above them. 

On that day you will he exposed; not a secret of you will be hidden. 

Then, as for him who is given his record in his right hand, he will say: Take, read my book! 

Surely I knew that I should have to meet my reckoning. 

Then he will be in blissful state 

In a high garden 

Whereof the clusters are in easy reach. 

(And it will be said unto those therein): 

Eat and drink at ease for that which you sent on before you in past days 

But as for him who is given his record in the left hand, he will say: 

Oh, would that I had not been given my book 

And know not what my reckoning! 

Oh, would that it had been death! 

My wealth has not availed me, 

My power has gone from me. 

(It will be said): Take him and fetter him 

And then expose him to hell-fire 

And then insert him in a chain whereof the length is seventy cubits. 

La! He used not to believe in God the Tremendous, 

And urged not on the feeding of the wretched. 

Therefore has he no lover here this day. 

Nor any food save filth 

Which none but sinners eat." (69:13-37) 



2. "Woe unto the defrauders: 

Those who when they take the measure from mankind demand it full, 

But if they measure unto them or weigh for them, they cause them loss. 

Do such (men) not consider that they will be raised again 

Unto an awful Day, 

The day when (all) mankind stand before the Lord of the Worlds?" (8y 1-6) 

3. "As for man, whenever his Lord tries him by honouring him, and is gracious unto him, he 

says: 

My Lord honours me. 

But whenever He tries him by straitening his means of life, he says: 

My Lord despises me. 

Nay, but you (for your part) honour not the orphan 

And urge not on the feeding of the poor, 

And ye devour heritage with devouring greed. 

And love wealth with abounding love. 

Nay, hut when the earth is ground to atoms, grinding, grinding. 

And thy Lord shall come with angels, rank on rank. 

And hell is brought near that day; 

On that day man will remember. 

But how will the remembrance (then avail him) ?" ^89:15-23) 

4 . Woe unto slandering traducer. 

Who has gathered wealth (of this world) and arranged it. 

He thinks that his wealth will render him immortal. 

Nay, but verily he will be flung to the Consuming One... (104:1-4) 

The Quranic verses reproduced above declare a horrible punishment for those who fail to 

control their instinctive weaknesses. They do not suppress their lust for wealth. They evade 

their social responsibilities and indulge in unlawful activities to multiply their holdings. The 

verses also condemn those who act upon a double standard: one for themselves and another 

for all others, so that only they gain and others lose on both counts. There are, no doubt, some 

cases in which the Qur'an gives an economic rationale for its injunctions, but in most cases. 



the considerations underlying such injunctions are purely moral and religious. God's pleasure 

is made the goal of spending for noble causes (2:195,262,272; 3:92; 35:29,30), providing 

subsistence to the have-nots (2:171; 76:8,9), earning a livelihood through lawful means (57:27; 

62:10), and abstaining from professions causing obscenity and immorality (2:268). Muslims 

are threatened with damnation in the Hereafter if they indulge in breach of trust and 

misappropriation (4:10; 2:283), embezzlement (3:161), niggardliness (3:180; 9:34), immoral 

and obscene activities (29:28, 29, 30), or businesses relating to misleading pastimes (31:6). 

They are advised to spend 'of that which God has bestowed on them as food lawful and good' 

and are reminded to 'keep their duty to God, in whom they are believers' (5:88). 

Spending in a noble cause and, in particular, unseen spending, is regarded as an instrument 

of purification (2:274; 9:103). Success in the Hereafter is possible to achieve through 

'abstaining from miserliness' (64:15, 16), and abstaining from the use of wine and games of 

chance, which are regarded as 'Satan's handiwork' (5:90). 

Following the Qur'an, the sayings of the Prophet lay even greater emphasis on the moral 

discipline of the individual. There are innumerable sayings which seek to reform that instinct 

of man which directs his economic behaviour. Avarice, greed, selfishness and exploitation are 

not pronounced as economically harmful; but are declared sinful. Great emphasis is laid on 

maintaining a balance between the conflicting interests of individuals and the different 

sections of society. Muslims are encouraged, or rather urged, to discharge their financial 

obligations honestly, expecting a reward in the Hereafter. 

With a firm belief in The Omniscient God, in Resurrection, in accountability in the Hereafter 

and in horrible punishment for immoral behaviour, it is wellnigh impossible for a behever to 

be misguided by his instinct and cross the limits of ethical guidelines laid down by God and 

His Prophet. In such a case, laws and regulations act as a secondary support and help suppress 

any digression by those who have developed some weakness in their belief. 



B. The Concepts of Wealth and Affluence 

"There is no harm in opulence for the one who fears God. And for the God-fearing, health is 

better than wealth, and happiness is also wealth". (Prophet Muhammad) ' 

As discussed in the note on human instinct, the aim of the set of eschatological beliefs in Islam 

is to root out the mundane, materialistic outlook on wealth which persuades one to neglect 

the fulfilment of one's social responsibilities. Islam does not castigate wealth nor an 

application to economic pursuits; the Qur'an sometimes calls wealth virtue (khayr), honour 

(fadl), or blessing (rahma) and regards it as God's bounty. It not only reminds us of, and 

recounts, God's blessings, which He has granted to man in terms of rain-water, crops, 

orchards, fish, livestock, riding animals, food, fodder, minerals, precious stones and every 

known and unknown thing which He has placed within, upon, or above the planet, but also 

encourages man to explore the hidden and unexploited resources (16:14; 17:12,66; 29:17; 62:10). 

The ideal economic standard for man that the Qur'an envisages is a contented life. It 

recognises the significance of wealth as an adornment of this worldly life. (18:46) 

All this leads to the conclusion that material prosperity enjoys God's blessings and is desirable. 

Yet this prosperity is very much qualified. It is so because of the perils in man's natural 

inclination for material resources if that inclination is undisciplined. The Qur 'an states that 

man has a lust for wealth (89:20; 4:128) and is violent in this lust (100:8). When he acquires 

wealth, he devotes himself to multiplying and hoarding it rather than spending it, for fear of 

poverty (17:100; 70:18; 9:24). This attitude to wealth creates in him a number of vices. He 

becomes niggardly, and persuades other rich persons to keep from spending wealth and to 

conceal their possessions (3:36-8). He develops an aversion to appeals to spend (47:36-8) and 

cavils and scoffs at those who give generously (9:79). He becomes boastful and proud (11:10), 

and this develops rivalry in him and distracts his mind towards worldly lures (57:23; 102:1). 

When he spends, he does so for his public reputation (2.264). 

While the Qur'an does not disapprove of acquiring wealth, it does require that affluence not 

be allowed to breed the vices hinted at above. Both the Qur 'an and the Hadith guide man 

1. Ibn Maja, K., al-Tijarat, Chapter Al-Hathth ala al-Makasib. 



towards a particular and distinct approach to acquiring and disposing of wealth and material 

resources, an approach that derives from the Quran's concept of man's position on earth: 

He it is Who hath placed you as viceroys of the earth and hath exalted some of you in rank 

above others, that He may try you by (the test o f ) that which He hath given you. Lo! Your Lord 

is swift in persecution; and Lo! He is Forgiving, Merciful" (6:166). 

"We destroyed the generations before you when they did wrong; and their messengers (from 

God) came unto them with clear proofs but they would not believe. Thus do We reward the 

guilty folk. Then We appointed you viceroys in the earth after them that We might see how you 

behave" ('10:14-15). 

Following this basic concept, it recognizes the significance of worldly wealth, but with 

reservations: "Lo! We have placed all that is in the earth as an ornament thereof that we may 

try them (mankind), which of them is best in conduct"(18:7). And, 

"Beautified for mankind is love of the joys (that come) from women and offspring, and stored-

up heaps of gold and silver, and horses branded (with their mark) and cattle and land. That is 

the comfort of the life of the world. God! with Him is a more excellent abode. Say: Shall I 

inform you of something better than that? For those who keep from evil, with their Lord are 

Gardens.." (3:14,15). 

"And know that your possessions and your children are a test, and that with God is immense 

reward" (8:28). 

"Your wealth and your children are only a test, whereas God! with Him is an immense reward" 

(64:15). 

While opulence is called a trial, scarcity too is no differently regarded: 

"And surely We shall try you with something of fear and hunger and loss of wealth and lives and 

crops; but give glad tidings to the steadfast" (2:155 j. 



"Lo! Your Lord is ever watchful. As for man, whenever his Lord tries him by honouring him 

and is gracious unto him, he says:, 'My Lord honours me'. But whenever his Lord tries him 

by straitening his means of hfe, he says: 'My Lord despises me'. No, but you, for your part, 

honour not the orphan. And you urge not on the feeding of the poor. And you devour 

heritage with devouring greed. And you love wealth with abounding love" (89:14-20). 

The Prophet, similarly, commented: "The acid test of this community is wealth''^ He is 

reported to have invoked God for protection from the test of opulence and for protection 

from avarice; but also from the burden of debt, from need and poverty, and from scarcity. Yet 

a careful study of the Qur'an and the Sunna reveals that greater attention is directed to 

remedying the evil effects of wealth than planning the elimination of poverty. This is perhaps 

because of the social, moral and psychological consequences of affluence rather than its 

economic effects. And this is because of the fact that in Islam moral and social betterment 

transcends affluence. The Qur'an warns: 

"And when We would destroy a township. We send commandment to its folk who live in 

affluence and afterwards they commit abominations therein, and so the word of doom hath 

effect for it, and We annihilate it with complete annihilation" (17:16). 

In some places, the Quran points out the negative attitude of the affluent toward its scheme of 

social and moral reform. They not only resist any such scheme (34:34), but also gather a 

following to counter it (11:116). 

The Prophet has even more explicitly hinted at some of the effects of affluence: 

"By God! I am not afraid that you will be poor, but I fear that worldly wealth will be bestowed 

upon you, as it was bestowed upon those who lived before you. So you will compete for it and 

it will destroy you, as it did them" 

2. Nasai, Al-istiaadha, (istiaadha min fitnat al-ghina). 

3. Nasai, al-istiaadha; (al-istiaadha min dila al-dayn; min sharr fitnat al-ghina; min al-qilla). 

4. Bukhari: Riqaq, (ma yuhdharu min zahrat al-dunya). 



The Prophet is reported to have warned his people of abundance of wealth on different 

occasions, sometimes with the remark that it would divert their attention (from nobler 

objectives). ^ 

While it is clear that Islam encourages man to earn as much wealth through lawful means as 

possible, it does not allow him to hold this wealth to monopolize the means of production or 

to restrict circulation of wealth to a limited class of society. To remedy the effects of ownership 

of the means of production and excessive earnings, the Prophet imposed limits on both 

ownership/possession and on consumption. As for natural resources, man is not allowed to 

hold them idle; the state has a right to seize these and allocate them to a person who may use 

them. In cases where a man can use these resources, the concentration of such resources is 

undesirable. It is reported that the Prophet once visited a place where a heap of farming 

implements was piled up, showing large-scale farming. At this, the Prophet observed: "A house 

which has an abundance of these implements brings about a fall in position"'. The Hadith 

discourages individual holding of vast tracts of agricultural land. In order to ensure that 

wealth does not make a circuit among a small group of owners (59:7), the Prophet advised the 

rich to rear sheep and the poor to engage in poultry-farming".^ 

According to a Hadith, he observed: "God withdraws His grace from a community in which 

the well-to-do engage in poultry-farming too".® The purpose of this and similar sayings seems 

to be to regulate economic activity in such a way as does not allow a particular class to control 

the opportunities of earning. 

Another powerful instrument of diffusing personal holdings is the Islamic law of inheritance, 

which is effective immediately after the death of the holder, the poor as well as the rich. Under 

this Quranic law (4:11,12), personal holdings are distributed among the near relations of the 

deceased holder in prescribed ratios. 

5. Ibid 

6. Bukhari: Muzaraa (ma yuhdharu min awaqib al-ishtighal."). 

7. Ibn Maja: Tijarat, (ittikhadh al-mashia. 

8. Ibid 



Another way of preventing the evils of affluence is regulating consumption. The Hadith 

"Moderation in spending is half of economy"' guides the Muslims to a norm that rejects envy 

and creates homogeneity and harmony in society. Envy and jealousy are largely the result of 

ostentatious living on the part of a wealthy few. The Qur 'an and Hadith both condemn the 

demonstration of one's resources through luxurious living(28:79). The Prophet's censure is 

more severe and pointed. 

"Keeping horses may he a source of reward to some (persons), a shelter to another and a burden 

to a third ... He who keeps horses just out of pride and for showing off and as a means of 

harming the Muslims, will find his horses will be a source of sin to him". 

"One of the portents of the Hour will be when the shepherds of livestock start boasting and 

competing with each other in the construction of higher buildings". " 

"A woman who wears gold ornaments for showing off in pride will only be punished (in the 

Hereafter)': 

"The worst of meals is the wedding feast to which only the rich are invited and the poor 

(relations and neighbours) are ignored". " 

"There are camels which belong to devils, and there are houses which belong to devils. As for 

the camels of the devils, I have seen them. One of you goes out with his side camels (for pomp 

and show), which he has fattened, neither riding any of them nor giving a lift to a tired brother 

when he meets him. As regards the houses of the devils... They are those which are decorated 

with brocade". 

9. Bayhaqi: cf. Ashiq Ilahi Barni, Zad al-Talibin, Karachi, 1385 AH., page.i 

10. Bukhari: Musaqat, (shurb al-nas wa '1-dawab min al-anhar). 

11. Bukhari:Iistidhan, (idha tatawal riya al-biham fi'l bunyan). 

12. Nasai: Zina, (al-karahia li'n-nisa fi'l-izhar). 

13. Muslim: Nikah, (al-amr bi ijabat al-dai ila'l-dawa). 

14. Abu Daud: Jihad, (fi'l-janaib). 



While the Qur 'an and the Hadith severely condemn avarice, they equally disfavour 

prodigality. According to the Qur'an (17:29, 25:67), the best course lies between the two 

extremes. Defining this via media has not been left entirely to the discretion of individuals; the 

Prophet elaborated the concept in specific terms. Avarice does not mean holding money for 

one's own or one's family's maintenance. The Prophet is reported to have said: 'The best 

philanthropy is the one that leaves you well-to-do";'' and, "It is better to leave your heirs well-

to-do rather than leave them denuded; do not behave in a way that leads them to beg for 

charity" He has also advised: "When God has given you wealth, the effect of this wealth and 

honour on you should be visible (to o t h e r s ) . T h e s e sayings, read alongside the Quranic 

permission to 'take care of your adornment at every place of worship, and eat and drink, but 

be not prodigal' (7:31), partly define the concept of this via media. 

The significance of the Islamic approach lies in its attitude towards possessing wealth. The 

adornments of the worldly life (7:32; 18:17,46; 57:20, etc.) are approved only with qualifications. 

The Prophet once advised one of his officials, Umar, when he was seen to be reluctant to take 

a subsidy: "Take it to become wealthy. And (in case it is surplus with you), give it away by way 

of charity. If something of this wealth comes to you without your desire and request, take it; 

if nothing comes to you in this way, do not chase it."'® 

This is exactly in line with the spirit of the Quranic verse (57:23): 

"... grieve not for the sake of that which hath escaped you nor yet exult because of that which 

hath been given. Allah loveth not a pride-filled boaster". 

Contentment has been emphasized by the Prophet as the proper Muslim attitude: 

"There is no harm in opulence for the one who fears God. And for the God-fearing health is 

better than wealth. And happiness is also a wealth"". 

15. Abu Daud: Al-Zakat, (al-rajul yakhruju min malihi). 

16. Bukhari: Al-Wasaya, (an yatruka wa warasatahu aghniya khayr min.) 

17. Nasai: Al-Zina, (al-jalajul). 

18. Bukhari: Ahkam, (rizq al-hukkam wa'l amilin alayha). 

19. Ibn Maja: Tijarat, (al-hathth al '1-makasib). 



To sum up the above discussion, Islam does not disapprove of affluence. Love of wealth and 

the desire to own it are natural, but this natural inclination should not be allowed to breed 

vice. All material resources have been created for man, but he is not free to do with them 

whatever he desires. He is created as a vicegerent of God on this earth. God has endowed him 

with these resources to test his performance in the world. But this trial by performance is not 

left to the discretion of an individual's conscience. God and His Messenger have laid down the 

principles of regulating affluence so that it does not breed the vices that otherwise emerge. 

The remedial measures that Islam has taken to prevent wealth from degenerating into evil 

comprise of putting restrictions on the ownership and use of resources and of a policy for 

consumption and investment. It encourages man to earn without being greedy and selfish. It 

discourages him from hoarding, as well as from prodigality, waste and showing off, which 

breed ostentation and envy. It urges discharging one's duty to others who fall in need of one's 

support. In normal conditions, Islam rehes upon voluntary action, but in abnormal 

situations, it resorts to legislation to prevent affluence from breeding evil effects and to make 

it beneficial for society. 



CHAPTER T W O 

THE CONCEPT OF VALUE 

A. The Components of Ethical Values 

One can claim that Islam visualizes a free market mechanism. This can be acceptable only with 

qualifications, because the concept of freedom in Islam does not support the concept that is 

claimed in the West and followed by a large part of the world today. In Islam, the Creator is 

the real and absolute Owner of the universe and of mankind too. This fact belies the 

pretension of man's unbridled freedom in any sphere of his activity. The Qur'an emphasises 

this position of man again and again. We may quote only one verse: 

"Unto God belongs whatsoever is in the heavens and whatsoever is in the earth. And We 

charged those who received the Scripture before you, and (We charge) you that you keep your 

duty towards God. And if you disbelieve, lo! Unto God belongs whatsoever is in the heavens 

and whatsoever is in the earth, and God is. ever Absolute, Owner of Praise" ('4:131^. 

God has created mankind as His viceroy on this earth: 

"And when your Lord said unto the angels: Lo! I am about to place a viceroy in the earth..." 

(2:30;. 

"(And when it was said unto him): 0 David! Lo! We have set thee as a viceroy in the earth; 

therefore judge aright between mankind, and follow not desire that it beguile you from the way 

of God" (38:26). 

"He it is who has placed you as viceroys on the earth and has exalted some of you in rank above 

others, that He may try you by (the test of) that which He has given you. Lo! He is Forgiving, 

Merciful" (6:165). 



These two facts reject the notion of man's absolute freedom in the world and restrict his 

actions within the limits revealed by the Creator and laid down by His messengers. It, 

therefore, implies that human life as a whole should be subjected to the values that God and 

His messengers have prescribed. A system devoid of these values is bound to create problems 

for mankind and is doing so. The worldwide search for "business ethics" is ample proof of 

man's failings in following a value-free system. In the following lines, we shall reproduce the 

Quranic do's and don't's which lead us to discover the values that Islam prescribes. We shall 

first reproduce the Quranic verses relevant to different economic activities and, finally, the 

Prophet's sayings which are relevant to business. We have tried to classify these sayings 

according to the ethical values derivable from them. 

Production 

"God has permitted business but forbidden interest." (2:273) 

"When you have left the sacred precincts (of Makkah), then go hunting (if you will)", (y.2) 

"It is He who has brought into being gardens - trellised and untrellised - and palm trees, and 

crops, all varying in taste, and the olive and pomegranates, all resembling one another and yet 

so different. Eat of their fruits when they come to fruition and pay His due on the day of 

harvesting. And do not exceed the proper limits". (6:141) 

"And of the cattle, (He has reared) some for burdens and some whose flesh you eat and whose 

skins and hair you use to spread the ground". (6:142^ 

"And build the ark under Our eyes and inspiration. And do not supplicate Me concerning those 

who do wrong. They are doomed to be drowned". (11:37) 

"And they carry your loads to many a place which you would be unable to reach without much 

hardship". (16:7) 

"And He it is Who has subjected the sea that you may eat fresh fish from it and bring forth 

ornaments from it that you can wear. And you see ships ploughing their course through it so 

that you may go forth seeking His bounty and be grateful to Him". (16:14) 



"God has made your houses repose, and has provided you with the skins of the cattle for your 

habitation, which are light to handle, both when you travel and when you camp, and out of 

their wool and their fur and their hair, He has given you furnishings and goods for use over a 

period of time." {'i6:8oJ 

"Your Lord is He Who drives your vessels across the seas that you may seek of His Bounty. He 

is ever merciful towards you." (17:66) 

"It was We Who taught him the art of making coats of mail for your benefit, so that it may 

protect you from each other's violence. Do you then give thanks?" (21:80 j 

"They made for him what he willed: synagogues and statues, basins like wells and boilers built 

into the ground. Give thanks, 0 House of David! Few of My bondmen are thankful". ('34:13) 

"Have you seen that which ye cultivate? Is it ye who foster it or are We the Fosterer?" (56:63,64J 

"For the covenants (of security and safeguard enjoyed) by the Quraysh covering their (trade) 

caravans that set forth in winter and summer, that We have caused, let them worship the Lord 

of this House, Who has fed them against hunger and made them safe from fear". (106:1-5 j 

"God deprives interest of all blessing, whereas he blesses pious spending with growth". (2:276) 

"And do not slay your children for fear of poverty. We provide you and will likewise provide 

them with sustenance; and do not draw to lewd things whether open or concealed". (6:1^1) 

"Those who love that indecency should be spread among the Believers will have a grievous 

penalty in this life and the Hereafter." (24:19) 

"(David) said: He has undoubtedly v^rronged thee in demanding thy (single) ewe to be added 

to his (flock of) ewes; truly many are partners (in business) who wrong each other, except 

those who believe and work deeds of righteousness, and how few are they." (38:24) 



Consumption 

"O menl Eat of the lawful and pure things in the earth and follow not in the footsteps of Satan." 

(2:168) 

"Believers! Eat of the pure things We have provided you for sustenance and give thanks to God 

if it is Him that you serve." (2:172) 

"Men are naturally tempted by the lure of women, children, treasures of gold and silver, horses 

of mark, cattle and plantations. These are the enjoyments of the life of this world." (3:14 j 

"And partake of the lawful, good things which God has provided you as sustenance, and refrain 

from disobeying God, in Whom you believe." (y.88) 

"Children of Adam! Take your adornment at every time of Prayer; and eat and drink without 

going to excess. For God does not like those who go to excess." ('7:31) 

"Say (O Muhammad): 'Who has forbidden the adornment which God has brought forth for 

His creatures or the good things from among the means of sustenance?" (7:32) 

"They ask you about wine and games of chance. Say: Tn both these, there is great evil; 

even though there is some benefit for men. Their evil is greater than their benefit." (2:219) 

"Believers! Hold God in fear and give up all outstanding interest if you do truly believe." (2:278) 

"Do not covet what God has conferred more abundantly on some of you than others. Men shall 

have a share according to what they have earned, and women shall have a share according to 

what they have earned." ("4:32) 

"Forbidden to you are carrion, blood, the flesh of swine, the animal slaughtered in any name 

other than God's, the animal which has been strangled, killed by blows, has died of a fall, by 

goring, or that devoured by a beast of prey - unless it is that which you yourself might have 

slaughtered while it was still alive." (5:3) 



"They ask you what has been made lawful to them. Say: 'All clean things have been made 

lawful to you, and such hunting animals as you teach, training them to hunt, teaching them 

the knowledge God has given you - you may eat what they catch for you." (y.4) 

''Believers! Intoxicants, games of chance, idolatrous sacrifices at altars, and divining arrows are 

all abominations, the handiwork of Satan. So turn wholly away from it that you may attain to 

true success. By intoxicants and games of chance, Satan only desires to create enmity and 

hatred between you, and to turn you away from remembrance of God and from prayer. Will 

you, then, desist?" (5:91,92) 

"God has forbidden you only carrion, and blood, and the flesh of swine, also any animal over 

which the name of any other than God has been invoked." ('16:115) 

"Do not squander your wealth wastefully; for those who squander wastefully are Satan's 

brothers, and Satan is ever ungrateful to his Lord". (17:26,27) 

Distribution 

"Establish Prayer and dispense Zakat - the purifying alms". (̂ 2:43) 

"True righteousness consists in believing in God and the Last Day and in giving away ones 

property, in love of Him, to one's kinsmen, the orphans, the poor, the wayfarer, and to those 

who ask for help, and in freeing the necks of slaves, and in establishing prayer and dispensing 

Zakat." (2:177) 

"Spend in the way of God and do not cast yourself into destruction with your own hands". 

(2:19s) 

"People ask you what they should spend. Say: 'Whatever wealth you spend, let it be for your 

parents and kinsmen, the orphans, the needy and the wayfarer. God is aware of whatever good 

you do". (2:215) 

"They ask: 'What should we spend in the way of God?' Say 'Whatever you can spare". (2:219) 



"If you dispense your charity openly, it is well, but if you conceal it and pay it to the needy in 

secret, it will be even better for you." (2:271) 

"Whatever wealth you spend in charity is to your own benefit if you spend merely to please 

God." (2:272) 

"You shall not attain righteousness until you spend out of what you love (in the way of God). 

God knows whatever you spend." (3:92) 

"Eat of their fruits when they come to fruition and pay His due on the day of harvesting. 

And do not exceed the proper limits." (6:142) 

"The alms are meant only for the poor and the needy and those who are in charge thereof those 

whose hearts are to be reconciled; and to free those in bondage, and to help those burdened with 

debt, and for expenditure in the way of God and for the wayfarer. This is an obligation from 

God. God is All-Knowing, All-Wise". (9:60) 

"(O Prophet!) Take alms out of their riches and thereby cleanse them and bring about their 

growth." (9:103) 

"(Your Lord has decreed that you): Give to the near of kin his due, and also to the needy and 

wayfarers, (and) do not squander your wealth wastefully." (17:26-27) 

"Believe in God and His messengers, and spend of that whereof He has made you trustees Such 

of you as believe and spend (aright), theirs will be a great reward." (37:7) 

"And that which God gave as spoils unto His messenger from the people of the township, it is 

for God and His messenger and for the near of kin and the orphans and the needy and the 

wayfarer, that it may not become a commodity between the rich among you." (39:7) 

"Do not entrust your properties - which God has made a means of support for you - to the 

weak of understanding, but maintain and clothe them out of it, and say to them a kind word." 

(4-5) 



"And feed the indigent, the orphan and the captive, for the love of God." (67:8) 

"Do not keep your hand fastened to your neck nor outspread it altogether widespread, for you 

will be left sitting rebuked, destitute." ("17:29) 

Exchange 

"It is no offence for you to seek the bounty of your Lord during Pilgrimage." (2:198) 

"As for those who devour interest, they behave as the one whom Satan has confounded with his 

touch. They say: 'Buying and selling is but a kind of interest] even though God has made 

buying and selling lawful, and interest unlawful." (2:273) 

Believers! Whenever you contract a debt from one another for a known term 

- Commit it to writing. 

- Let a scribe write it down between you justly, and the scribe should not refuse to write it 

down according to what God has taught 

- So let him write and let the debtor dictate; and let him fear God the Lord, and curtail no 

part of it 

- If the debtor be weak of mind or body, or incapable of dictating, let his guardian dictate 

justly 

- And call upon two of your men as witnesses 

- If two men are not there, then let there be one man and two women as witnesses from 

among those acceptable to you, so that if one of the two women should make a mistake, 

the other might remind her 

- Let not the witnesses refuse when they are summoned (to give evidence) 

- Do not show slackness in writing down the transaction, whether small or large, along with 

the date of its payment. That is fairest in the sight of God; it is the best for testimony and 

is more likely to exclude all doubts. 

- If it be a matter of buying and selling on the spot, it is not blameworthy if you do not write 

it down; but do take witnesses when you settle commercial transactions with one another. 



- And the scribe or the witnesses may be done no harm. It will be sinful if you do so. Beware 

of the wrath of God. He teaches you the right way and has full knowledge of everything 

- And if you are on a journey and do not find a scribe to write the document, then a pledge 

in hand will suffice 

- But if any of you trust another, let him who is trusted fulfil the trust, and fear God, his Lord 

''And do not conceal what you have witnessed, for whoever conceals it, his heart is sinful. God 

has full knowledge of what you do". (2:282,283) 

"And give full measure and weight and weigh with justice; We do not burden anyone beyond 

his capacity." (6:1^2) 

"(Prophet Shuayb said): 'Do not diminish the measure and weight". (11:84) 

"(Your Lord has decreed): Give full measure when you measure and weigh with even scales. 

That is fair and better in consequence." (17:35) 

"Give full measure and be not of those who give less (than the due). And weigh with true 

balance. Wrong not mankind in their goods, and do not evil, making mischief in the earth." 

(26:181,182,183j) 

"And when the prayer is ended, then disperse in the land and seek of God's bounty, and 

remember Allah much, that you may be successful." (62:10) 

"Woe unto the defrauders, those who, when they take the measure from mankind, they 

demand it in full. But if they measure unto them or weigh for them, they cause them loss." 

(83:1,2,3J 

"It is decreed that when death approaches, those of you who leave behind property shall 

bequeath it equitably to parents and kinsmen. This is an obligation on the God-fearing. Then 

if anyone alters the will after hearing it, this sin shall be upon them who alter it. Surely God is 

All-Hearing, All-Knowing. He who suspects that the testator has committed an error or 



injustice and then brings about a settlement among the parties concerned incurs no sin. Surely 

God is Much-Forgiving, Most Compassionate." (2:181-83) 

"Believers! Hold God in fear and give up all outstanding interest if you do truly believe. But if 

you do not do so, then he warned of war from God and His Messenger. If you repent even now, 

you have the right of the return of your capital; neither will you do wrong nor will you be 

wronged." ('2:278-79) 

"Believers! Do not devour one another's possessions wrongfully; rather than that, let there be 

trading by mutual consent." (4:29) 

The Ethical Norms in General 

"Whenever he attains authority, he goes about the earth spreading mischief and laying to waste 

crops and human life, even though God does not love mischief" (2:203) 

"Do not forget generosity among yourselves." (2:2^7) 

"To speak a kind word and to forgive people's faults is better than charity followed by hurt." 

(2:263) 

"But if the debtor is in straitened circumstances, let him have respite until the time of ease." 

(2:280) 

"Test the orphans when they reach the age of marriage, and if you find them mature of mind, 

hand over to them their property, and do not eat it up by spending extravagantly or in haste, 

fearing that they would grow up (and claim it). If the guardian of the orphan is rich, let him 

abstain entirely (from his ward's property); and if he is poor, let him partake of it in a fair 

measure. When you hand over their property to them, let there be witnesses on their behalf 

God is sufficient to take account of your deeds." (4:6) 

"God commands you to deliver trusts to those who are worthy of them; and when you judge 

between people, to judge with justice." (4:58). 



"Believers! Be upholders of justice and bearers of witness to truth for the sake of God, even 

though it may he either against you or against your parents or kinsmen, or the rich or the poor: 

for God is more concerned with their well-being than you are. Do not, then, follow your own 

desires lest you keep away from justice. If you twist or turn away from (the truth), know that 

God is well aware of all that you do." (4:135) 

"God does not like speaking evil publicly unless one has been wronged."(4:148) 

"Believers! Be.upright bearers of witness for God, and do not let the enmity of any people move 

you to deviate from justice. Act justly, that is nearer to God-fearing. Surely God is well aware 

of what you do." (y.8) 

"God does not take you to task for the oaths you utter vainly, but He will certainly take you to 

task for the oaths you have sworn in earnest. The expiation (for breaking such oaths) is either 

to feed ten needy persons with more or less the same food as you are wont to give to your 

families, or to clothe them, or to set free from bondage the neck of one man; and he who does 

not find the means shall fast for three days. This shall be the expiation for your oaths whenever 

you have sworn (and broken them). But do keep your oaths." (5:89) 

"...And fulfil the covenant, for you will be called to account regarding the covenant" (17:34). 

(The believers have indeed attained true success) who are true to their trusts and their 

covenants." (23:8) 

"People whom neither commerce nor striving after profit diverts from remembering God, from 

establishing Prayer and from paying Zakat; people who dread the day on which all hearts will 

be overturned and eyes will be petrified; (people who do all this so) that God may reward them 

in accordance with the best of their deeds; indeed He will bestow upon them more amply out 

of His Bounty, for God grants to whomsoever He will beyond all measure." {'24:37,38) 

"(The faithful servants of the Beneficent are they) who witness no falsehood, and, if they pass 

by futility, they pass by it with honourable avoidance." (25:72) 

"Serve God and ascribe no partner to Him. Do good to your parents, to near of kin, to orphans 

and to the needy, and to the neighbour who is of kin and to the neighbour who is a stranger. 



and to the companion by your side, and to the wayfarer, and to those whom your right hand 

possesses. God does not like the arrogant and the boastful, who are niggardly and hid others to 

he niggardly and conceal the bounty which God has bestowed upon them." ^4:36-37) 

In Retrospect 

The Quranic verses quoted above point to the economic pursuits that were undertaken before 

or during the time the Qur'an was revealed. They make a mention of land and sea trade, 

hunting, fishing, agriculture, livestock-rearing, extraction, handicrafts and manufacturing. 

While most of these economic pursuits are mentioned positively and in a tone of approval, 

there are some which are disapproved of and condemned. 

Charging interest and indulging in obscene businesses are examples of such activities. We also 

find a ban on the consumption of certain items, which would automatically stop their 

production and trade.' Throughout these injunctions, one frequently comes across the use of 

terms such as pure or impure, vice or virtue, just or unjust, right or wrong, lawful or unlawfitl 

and Divine or Satanic, which determine the ethical standard of a practice. 'God has permitted', 

'God has forbidden', God's liking or disliking, God's reward or punishment - all such 

expressions are aimed at emphasising the concept of accountability and providing a 

motivating force to do, or refrain from doing, something. 

These values are deed specific and are not to be interpreted on the basis of human whims and 

expediencies. The obligation to dispense justice is all-embracing and comprehensive and does 

not accept of any relativism. The emphasis on distribution over a variety of heads alludes to 

the significance of fulfilling one's social responsibilities more than any other act. On this 

count, it is not only the individual, but also the body politic, which is directly addressed to be 

mindlul of this duty. 

1. It should be noted that all the positive and negative injunctions are addressed to Muslims, not non-Muslims. 

This means that the ban on the consumption of carrion, blood, the flesh of the swine and wine is not applicable 

to non-Muslims. Thus, if non-Muslims manufacture wine or run pig-rearing farms exclusively for their own use, 

there will be no objection. The jurists have not allowed an Islamic state to levy any tax on these trades because 

of their being unclean. 



It will be found from the above quotations that the object of permissibility or otherwise is 

some particular act or commodity. But the permissibility of any act does not imply procedural 

freedom too. The Prophet has disallowed the misuse of this freedom by adopting the 

procedure in a way that may become detrimental to the larger interest of the person himself 

or to society. We shall discuss these procedural details under relevant headings in other 

chapters. Here we shall reproduce those general ethical guidelines that the Prophet laid down 

and which lead to the values that have a direct bearing on business. 

Moral Discipline 

"The lawful is clear; the unlawful is also clear. In between the two is doubtful. Whosoever 

avoids the doubtful protects his religion and honour. Whosoever indulges in it also 

indulges in the unlawful".^ 

"People! Fear God and .earn your livelihood in a decent manner. Observe lawful methods; 

shun the unlawful". ' 

"A truthfiul businessman will fall in with the prophets, the righteous and the martyrs." 

"Businessmen will be raised on the Day of Resurrection as dissolute, except those who fear 

God, behave properly and speak the truth". ^ 

"Nobody can be a true Believer unless he likes for his brother what he likes for himself. 

"The best among you are those who are best in repaying their loans". ^ 

2. Abu Daud: Buyu, (fi ijtinab al-shubhat). 

3. Ibn Maja: Tijarat, ( al-iqtisad fi talab maishat). 

4. Tirmidhi: Abwah ai-Bay,( ma jaa fi al-tujjar). 

5. Ibn Maja: Tijarat (al-tawaqqi fi al-tijarah). 

6. Bukhari: Iman, (minal iman an yuhibba). 

7. Bukhari: Wakala, (wakalat al-shahid wa'l-ghaib). 



Whosoever witnesses a wrong should repel it with force. If he cannot, he should condemn it 

in words. If he cannot do even this much, he should develop hatred for it. ® 

"God will harm the person who has harmed others."' 

"God will place the person in hardship who has placed others in hardship." 

"God blesses a trader who is lenient in his sales, his purchases, and in making his claim (for 

outstanding debt)." " 

"A borrowed article shall be returned, the surety shall indemnify (on the debtor's 

default); a loan shall be repaid." 

"Wealth (looks) ever fresh and (tastes) sweet. Whosoever has earned it justly, has enjoyed 

(God's) Grace." 

On Honesty and Trust 

"Honour the trust and do not retaliate for a breach (by others)." 

"God will bless the transaction in which the buyer and the seller are unambiguous and 

frank and have goodwill for each other." 

8. Muslim: K-al-Iman (kawn al-nahy an al-munkar). 

9. Ibn Maja: K-al-Ahkam, (man bana fi haqqihi). 

10. Ibid. 

11. Bukhari, K-al-Buyu, (al-suhula wa '1-samaha). 

12. Tirmidhi: Buyu, (Innal aariyata muaddat). 

13. Ibid. Zuht, (ma jaa fi akhdh al-mal). 

14. Ibid Buyu (ma jaa fi nahy lilmuslim). 

15. Bukhari: K-al-Buyu (idha bayyinal). 



"There are three signs of a hypocrite: he lies whenever he speaks; he breaches trusts; and he 

violates his promises." "" 

"God will ban the entry into Paradise of a ruler who transgresses the rights of his subjects." '' 

On Mutual Consideration 

"One cannot be a true Muslim unless he chooses for others what he would choose for 

himself." 

"A resourceful person's deferment of repaying his debt is injustice." " 

"When a well-to-do person is referred to as surety, he should not refuse it." 

"Those whom God-has placed under your authority are your brothers. Therefore feed 

them out of what you eat and clothe them out of what you wear. Do not overburden them 

with a task that overpowers them. If you assign them such a task, give them a helping 

hand." 

16. Ibid, K-al-Iman (alamat al-munafiq). 

17. Muslim: K-al-Iman, (istihqaq al-wali al-ghash..). 

18. Bukhari: K-al-iman (minal iman an yuhibba). 

19. Tirmidhi: Buyu, (ma jaa fi matl al-ghani). 

20. Bukhari: K-al-Hawalat, (idha hal ala mali..). 

21. Ibn Maja: K-al-Adab (al-ihsan ila al-mamalik). 

22. Bukhari: K-al-Sulh (idh istalahu ala sulh..). 

23. Muslim: K-al-Musaqat wa al-Muzaraat, (tahrim al-ihtikar fi a! aqwat). 



Miscellaneous Sayings 

"If an agreement is made based on injustice, it is to be rejected." ^̂  

"A supplier of provisions is blessed; a hoarder is imprecated." " 

'Two qualities cannot develop in a Muslim: niggardliness and discourtesy." ^̂  

"If a man has in his possession a valley (full) of gold, he would hanker to have one more. 

Death alone brings him solace. God forgives him who repents (for his greed)." ^̂  

"Parsimony in spending is half of economics." 

"Whosoever sells a property but does not reinvest the money in a similar asset, will be 

bereft of blessing." " 

The Prophet is reported to have invoked God in the following way: 

"O God! I seek Thy Refuge from grief, from anxiety, from laziness, from niggardliness, from 

cowardice, from over-indebtedness and from domination by (hostile) people." 

The values that the Qur'an and the Prophet's sayings prescribe address individuals, but the 

behaviour they create is related to other persons. The pattern of consumption has its impact 

on the pattern of production and trade. The values are a source of guidance not only to 

individuals, but also to corporate business. They also give guidance on employer-employee 

relationships, reinvestment policy, promises, loans, general behaviour towards others, good 

will and mutual consideration, all of which also have a significant bearing on one's attitude 

24. Tirmidhi: Al-Birr wa al-Sila, (ma jaa fi al-bukhl). 

25. Ihid. Al-Zuhd, (ma jaa low kana li Ibn Adam..). 

26. Bayhaqi: Sunan, cf. Ashiq Ilahi al-Barni: Zaad al-Talibin, Karachi, 1385 AH., page 8. 

27. Ibn Maja: K-al-Ruhun, (man baa iqaran wa lam yajal..). 

28. Nasai: K-al-Istiadha, (al-istiadha min zila al-dayn). 

29. A stakeholder is any person who can help or hurt, benefit or harm the interest of the corporation. 



toward one's stakeholders^', how one is expected to behave on witnessing any wrong, and 

hints on the role of whistle-blowers. The prohibition of agreement on injustice rules out 

forming cartels for fixing artificially high prices. A hadith also outlines the standard for wage-

setting and the nature of the work that should be assigned to a worker. The hadith also urges 

upon the employer the need to provide assistance to the worker if he is overladen. All this 

behaviour is associated with the manners of leniency, generosity and courtesy. An important 

point that the Qur'an and the Prophet's sayings emphasise is the dispensing of justice 

irrespective of class, creed, caste or kinship. Above all, the spirit behind all these economic 

values suggests that business should not be treated any differently from worship. It is a 

virtuous act and should be undertaken as such. 

The ethical values discussed above are meant for persons who are responsible for creating 

corporate ethics. The issues and dilemmas that an individual trader faces may be, and surely 

are, different from those of a corporation. This difference is not only one of degree but also of 

nature. These issues and dilemmas test the skill and the aptitude of the management provided 

it is unwavering in sticking to ethical values. An insoluble dilemma will, however, arise when 

ethical requirements conflict with legal requirements. 

B. The Concepts of Justice and Benevolence 

The concept of justice ('adl) occupies a central place in the economic system of Islam. The 

Arabic word 'adl and its almost interchangeable word qist are used in the Qur'an to mean 

justice, equity or fair dealing. Truth and justice are regarded as inhering in the Word of God: 

''Perfected is the Word of thy Lord in truth and justice" (6:115) 

The Prophets have been given God's Books for the people to establish this value (57:25). It is 

the value of justice that maintains the entire creation (3:18), and the same value is required in 

legal (4:58,135; 5.8,106-110; 7:29,16:90; 49:9), social (2:282; 4:3,127,129), moral (4:129; 5:8,106; 

6:153), and economic (4:58,135; 6:153; 11:85; 16:90; 55:7-10; 57:25), dealings. It is to be practised 

with individuals (4:135; 5:8,106; 65:2), orphans - (4:3,127,129), wives (4:3), tribes (49:9), 

communities and nations (5:8,42; 60:8) and even peaceful enemies (60:8). It is apphcable to 

speaking, giving witness, acting as a guardian, writing an agreement, arbitrating between 



parties, dealing with other peoples, judging in a court of law and making business 

transactions. 

The imperative of 'adl and qist in the Islamic economic order is expressed in the following 

verses: 

"Lo/ God commands you that ye restore deposits to their owners, and if ye judge between 

mankind, that ye judge justly"{4s8). 

"O ye who believe! Be ye staunch injustice, witness of God, even though it be against yourself 

or (your) parents or (your) kindred, whether (the case be o f ) a rich man or a poor man, for 

God is nearer unto both (than ye are). So follow not passion lest ye lapse (from justice) and if 

ye lapse or fall away, then lo! God is ever Informed of what ye do" (4:135). 

"And approach not the wealth of the orphan save with that which is better, till he reach 

maturity. Give full measure and full weight in justice. We task not any soul beyond its scope. 

And if ye give your word, do justice there unto, even though it be against a kinsman; and fulfil 

the covenant of God. . ." (6:152). 

"O my people! Give full measure and full weight injustice, and wrong not people in respect of 

their goods. And do not evil in the earth, causing corruption. (11:85) 

Lo! God enjoins justice and kindness and giving to kinsfolk, and forbids lewdness and 

abomination and wickedness..." (16:90). 

"And He has set the measure, that ye exceed not the measure. But observe the measure strictly, 

nor fall short thereof And the earth has He appointed for (His) creatures". (55:7-10) 

"We verily sent Our messengers with clear proofs, and revealed with them the scripture and the 

balance, that mankind may observe right measure; and We revealed iron, wherein is mighty 

power and (many) uses for mankind". (57:255) 



The above verses stress justice and equity in giving and taking and in general conduct with 

others. In addition, the concept of trust (amana) cited above in verse 4:58 in the context of the 

Quranic rejection of personal, family, group and class discriminations in administering justice 

(4:135), has a great bearing on formulating economic policies and plans. It is generally agreed 

by exegetes of the Qur'an that amana encompasses not only material deposits, but also rights, 

duties and privileges. The phrase 'even though it be against yourself or (your) parents or your 

kindred, whether (the case be of) a rich man or a poor man, for God is nearer unto both' 

(4:135), argues for absolute justice uninfluenced by personal prejudice, nepotism, 

parochialism, sentimentality, or regionalism. 

Thus the verse, on the one hand, disapproves of economic policies that protect and benefit the 

rich at the cost of the poor and, on the other hand, it disallows a policy which takes care of 

only the poor by ignoring the interest of the well-to-do. It should be a well-balanced poHcy to 

accommodate the interest of all the economic classes of the society. Available material 

resources are scarce (15:21). It is the principle of justice and equity that must guide the 

allocation of resources and distribution among competing claimants. This is the Quranic 

concept of 'adl and must form the nucleus of all economic policies and planning. Justice, like 

truth, is a divine virtue. Islam does not compromise them. The Prophet has laid great 

emphasis on the virtues of justice ('adl) and fair deahng (qist) for pohcy-makers: 

"Verily the just persons shall be seated in the radiant pulpits on the right side of God. These 

(just people) adjudicate justly, are fair to their kinsmen, and do justice to the task assigned to 

them.'" 

1. Muslim: Al-Imarat, (fazilat al-imam al-adil). It is reported in Muslim (Al-Imarat, karahiat al-imara bighayr 

darura) that when pious Abu Dharr requested the Prophet to appoint him to an office, the latter refused him 

with the remark: 'O Abu Dharr, you are weak, but that (office) is an amana (trust). It is (a source of) disgrace 

and repentance on the Day of Resurrection except for those who took it on merit and discharged (properly) 

whatever it required.' According to another hadith, the Prophet is reported to have said: 'Wait for the Day of 

Judgment when amana (triist) is being misused.' Somebody enquired, 'How is it misused?' At this he said: 'When 

an affair is entrusted to an incompetent person.' 



The implications of the apphcation of justice to the business sector are very significant in 

determining not only fair business conduct but also rights and duties in enforcing monetary 

and fiscal policies. Trading involves exchange of equivalent utilities: money and goods. The 

Qur'an and the Prophet have banned all those forms of exchange in which utility to one party 

is certain while to the other party it is uncertain. The Qur'an bans interest and all games of 

chance. The Prophet has banned the sale of orchard crops which have not matured and whose 

available quantity cannot be ascertained.^ "On what account will you be taking money from 

your brother if the crop is destroyed?" was the judgment the Prophet made in a dispute.^ All 

these transactions could cause the exchange of unequivalent by throwing of the goods 

(munabadha), or by casting of a stone, perhaps, at a goat in a herd for sale (husat), or of a 

foetus in the womb or its offspring (habl al-habla), etc. (Bukhari: Buyu, (idha baa al-thimar 

qabl.., and bay al-gharar wa habl al-habla and bay al-mukhadara), Muslim: Buyu, (batlan bay 

al-husat, and tahrim bay subrat al-tamar al-majhula, and al-nahy an bay al-muh aqala wa '1 

muzabana wa an al-mukhabara). 

The value is also addressed to the monetary and fiscal authorities in regard to the availability 

of credit and in levying taxes on traders. It would be unjust on the part of the monetary 

authorities to qualify the credit with terms and conditions that benefit only the big 

businessmen and disqualif)^ small traders and artisans from availing themselves of the facility 

of bank credit. Fiscal justice demands that the quid pro quo of taxes is equitably passed on to 

all classes and categories of traders alike. 

Justice on the part of the buyer requires that he honestly pay the full price of the merchandise 

he has purchased. In the case of deferred payment, the buyer must honour the commitment 

to pay within the stipulated period. 

2. Muslim: Buyu, (al-nahy an bay al-thimar qabl). 

Uncertainty in quality or quantity and the possibility of a dispute were the main reasons that the Prophet banned 

a large number of transactions, all of which were known by different names. For example, the sale of dates 

growing upon a tree in exchange for dates which had been picked up (muzabana), or the sale of grain in the ear 

in exchange for the sale of a quantity of grain conjectured to be equal thereto (muhaqala), or utility to either 

party and give rise to dispute. The Prophet has also banned all transactions in which the purchaser was unaware 

of the quality or quantity of the goods. This was termed ignorance (jahl). Similarly, he banned transactions 



The Concept of Benevolence (Ihsan) 

Along with the concept of 'adl and qist, the concept of ihsan is also frequently repeated in the 

Qur'an and the Hadith. Ihsan means benevolence, fineness, proficiency or magnanimity in 

dealing with others. Absence of 'adl inflicts harm and disturbs peace and harmony, but the 

absence of ihsan does not harm anybody. It implies a more liberal treatment than what justice 

requires. It begins where the precincts of 'adl end. It seems at first sight a supererogatory 

virtue, but the Quranic injunction: 

"Lo! God enjoins 'adl and ihsan, and giving to kinsfolk, and forbids lewdness and abomination 

and wickedness.." (16:90) 

Suggests that the attitude of ihsan enjoys a significant position in the Islamic framework. 

involving uncertainty of existence or of delivery of the goods (gharar). Examples are the sale of fish in the water 

not yet caught or of a bird in the air. All such cases involve a risk either to the seller or to the buyer and prevent 

a just exchange of utilities. Justice demands that sacrifice and satisfaction should be equally exchanged between 

the two parties. This is one aspect of justice which is directly addressed to the buyer and the seller. 

The Quranic verses and the Prophet's sayings reproduced above give a clear concept of the Quranic terms 'adl 

and qist. In an economic and business context, the terms imply justice, equity, fairness, balance, equilibrium, 

symmetry and impartiality. These verses address individuals not only in their private capacity, but also in their 

capacity as rulers, administrators, managers, directors, employers, or as anybody having authority to make a deal 

with others. An individual may be a shopkeeper, a manufacturer, a creditor, a debtor, a supplier, a competitor, a 

shareholder, a stockbroker, a wage earner, a mechanic, a technician, a service provider, a consultant, a lessor, a 

lessee, a guarantor, a principal or an agent. In every respect, he is the subject of the Quranic address. His giving 

and taking may be by buying or selling, lending or borrowing, hiring or leasing, letting or renting. But in every 

capacity, his giving and taking must rise to the standard of justice. 



"Spend your wealth for the cause of God, and be not cast by your own hands to ruin; and do 

good. Lo! God loves those who behave with ihsan'. (2:195). 

"Those who spend in ease and adversity, those who control their wrath and are forgiving 

toward mankind; God loves such doers of ihsan". (3:134) 

How the attitude of ihsan compares with 'adl can be judged from the following verses: 

"O ye who believe! Retaliation is prescribed for you in the matter of the murdered; the freeman 

for the freeman, and the slave for the slave, and the female for the female. And for him who is 

forgiven somewhat by his (injured) brother, prosecution according to usage and payment unto 

him in ihsan. This is an alleviation and mercy from your Lord. He who transgresses after this 

will have a painful doom". (2:178) 

"Divorce must be pronounced twice and then (a woman) must be retained in honour or 

released with ihsan. And it is not lawful for you that ye take from women aught of that which 

ye have given them ..." (2.229) 

The above verses suggest that absolute justice is a legal requirement and an essential, but the 

Qur'an persuades its followers to be prepared to behave magnanimously in claiming their 

right and be generous in discharging their duty. In addition to the above verses which define 

the behaviour of ihsan, there are numerous verses that insist on behaving magnanimously 

with parents (2:83; 6:151; 17:23; 46:15), kinsmen, orphans, the distressed (2:83), as also with 

neighbours, fellow-travellers and journeymen (4:36) It should be noted that none (except 

parents) has any legal rights over another's wealth. 

The role of ihsan in an Islamic society cannot be over-emphasised. While 'adl eliminates 

injustice and exploitation and strikes a real balance between rights and responsibilities in the 

society, ihsan decorates the society with generosity, kindness, mercy, forgiveness, self-sacrifice, 

mutual cooperation and affection. The Qur'an insists that traders give full weight and 

measure (6:153); the Hadith recommends weighing exactly.^ The Qur'an and the Hadith both 

3. Tirmidhi: Buyu, (ma jaa fi '1-rujhan fi '1-wazn). 



ordain repayment of debts in full and within the stipulated period. But along with that, the 

lender is recommended to be lenient in pressing for repayment if the debtor is in distress 

(2:280). On the other hand, the borrower, for his part is recommended to repay generously. 

'Adl approves private ownership and respects it; ihsan persuades the owner to share the 

benefits of this ownership with others. Thus, while 'adl is the primary condition of setting up 

an Islamic government, ihsan plays a vital role in building up a truly Islamic society; the 

former is a legal phenomenon, while the latter is moral and reUgious. All that, in general, an 

Islamic government can unconditionally enforce is adl; it cannot, under normal conditions, 

press anyone to be magnanimous and large-hearted in his dealings with another party. It is for 

the Muslims themselves to behave with ihsan if they wish to build up a truly Islamic society 

in letter and in spirit. It is only after this that the excellences of an Islamic system may be 

boldly expressed, the blessings of Islam practically demonstrated, and a powerful, cohesive 

society come into existence, even though its individuals are lacking in personal affluence. 

Corporate justice 
The observance of justice and equity has a greater significance for the managements of 

companies and corporations than for a sole proprietor of a business. A company has to recruit 

staff, fix different scales of wages for different cadres, give them training, promote them, 

transfer them, reward them, punish them and sometime retrench or fire them. 

lustice requires that decisions about them should be based on merit, but not influenced by 

subjective elements or anybody's personal likes or dislikes. An inflexible standard of justice, as 

it must be, does not prejudice leniency and humane consideration for juniors in a manager's 

personal behaviour. Here he may be courteous and generous to all the employees alike. In 

Pakistan, as in many other regions, there are companies which discriminate in their behaviour 

towards different classes of employees on different grounds, though they may have the same 

qualifications. This is mainly so in recruitment, wage fixation and promotion. 

This may be ignored in the case of private enterprise or a small partnership firm where the 

element of personal loyalty to the partners and the reliability of the employee have a weight. 

But a corporation is owned by thousands of shareholders, to whom the directors and the 

management are answerable. It is their duty to run the business most efficiently. Subjective 

factors, favouritism and nepotism destroy efficiency and fair management practice. lustice 



must be observed not only in selection and recruitment but also in promotion. Fair treatment 

must be given not only in penalising wrongs, but also in rewarding good performance. It 

would be unfair to penalise Paul for Peter's mistake. It would be equally unjust to credit Peter 

for Paul's performance. 

There is no doubt that maintenance of justice poses intriguing dilemmas in conflicting 

situations. A very good and efficient worker may also become a source of mischief A very 

industrious and faithful worker may be inefficient. A highly qualified and skilled employee 

may be sluggish and irresponsible. These conflicting situations may be all the more 

complicated when dealing with stakeholders, mainly the government. There can be no 

arithmetic formula to solve the dilemmas. The management of the corporation has to use its 

conscience to solve them in such a way that, as far as possible, justice and fairness are not 

sacrificed. 



CHAPTER THREE 

THE MARKET MECHANISM 

Serious doubts are often expressed in developing countries about the ftiss that some capitahst 

countries are making to introduce a market economy in the developing countries. The 

capitalist countries, as also the international financial institutions, often quahfy their 

assistance and cooperation by measures that lead to allowing relaxation in restrictions on 

imports and adjustments in domestic policies. It is alleged that the objective behind this 

pressure is not the pursuit of the merits of free trade and the free-market mechanism, but the 

blocking of their efforts to attain self-sufficiency and the increasing of their dependence on 

the industrialised countries. They simply want to pave the way for foreign goods and for 

entrepreneurs to invest in the most lucrative businesses and for allowing the multinational 

corporations to set their foot in guest countries where capital is scarce and technology 

obsolete. Many of the MNCs are also keen to move to these countries because cheap labour is 

available owing to the absence of rigid and expensive environmental regulations. 

Leaving aside the fears and doubts that find their way into academic circles, the market 

mechanism in the domestic economy' has undoubtedly proved its benefits and has been an 

effective instrument in bringing about efficiency and the prudent use of resources by 

businessmen, as also relief to consumers. It throws out an inefficient and reckless entrepreneur 

from the market. 

1. We have consciously qualified this statement to apply to the domestic sector. If the doctrine is also applied to 

the foreign sector, even the most industrialized countries will be forced to close some of their largest industries, 

such as automobiles and electronics. Even the founder of the doctrine, Adam Smith, advocated free trade only 

in those sectors where Britain was competitive. He withdrew from this doctrine in the case of the silk and linen 

industries, where he favored protection. Adam Smith: Wealth of Nations, ed. Campbell, Skinner & Todd, 1976, 

Vol. I, pp.452-504. 



Competition works everywhere. Everybody wants to enjoy the maximum satisfaction with the 

minimum of sacrifice. Yet there are a few sectors where competition fails to act freely owing 

to financial, physical or political limitations. There may be few entrepreneurs setting up 

industry requiring huge capital. More than one entrepreneur cannot be allowed to lay a 

railway track to cover the same route. A government may not allow the private manufacture 

of some defence products. In all such cases, competition is not possible. But for these and 

similar cases the benefits of competition are beyond dispute. 

The Islamic attitude toward a free market mechanism can be discovered in the attitude the 

Prophet demonstrated at various times. 

Regulating the Supply 

a) It is narrated that people once called on the Prophet to request permission to fix the prices 

of some commodities which had increased owing to a delay in imports to Madinah. This 

means a fall in supply had caused a rise in prices. The Prophet had already banned many of 

those practices that manipulated supply or created artificial demand. In this case, the prices 

rose because of a natural phenomenon. The Prophet refused to interfere in the free-market 

operation and exclaimed: "Expansion and contraction (in supply? in price?) is controlled by 

God. I wish to face Him as one against whom nobody has a claim in respect of his wealth or 

blood"l 

b) The Prophet is reported to have forbidden the traders to try to oust a new entrant from 

their shopping centre. The Prophet exclaimed: "The entry of a new trader in the market brings 

about divine grace" (baraka). It is well-known that competition can work when the number 

of suppliers is large and no producer, manufacturer, suppHer or a small group of them is a big 

enough part of the total market to have any influence on market price. A large number of 

suppliers implies an abundance of goods in volume and variety, which attracts a large number 

of customers. This fact makes the competition more effective. 

2. Abu Daud: Buyu, (tasfir). 



c) The Prophet also prohibited anticipation of the proper market-price. The practice was that 

people would meet a trade caravan, at a distance from the city, with a view to purchasing the 

commodity brought by the merchants at a lower price and then reselhng it in the market at 

market price. In the case of such off-market purchase, the seller enjoys the option to rescind 

the sale if he finds later on he has been deceived\ 

d) Another factor that disturbs the free interplay of the forces of demand and supply is 

hoarding, when a supplier holds back his stock of a commodity in demand in order to create 

artificial scarcity and thus force a rise in price. When the price thus rises, the hoarder brings 

out his stock to sell it at the higher price. The Prophet discouraged this by exclaiming 

"Whosoever hoards (food grain) is a sinner"^ Thus this withholding would not be 

objectionable if a trader held a stock of nonessential items for fear of a possible glut and a 

decline in the fair market price. By analogy, this disapproval would be applicable to all those 

items without which man or livestock cannot survive. Examples are essential drugs, infant 

formula milk, poultry feed, etc. 

Regulating the Demand 

a) While many early trade practices involving unjust transactions have been forbidden, there 

are Hadiths which direct a free operation of the market, unhampered by artificial factors. For 

example, one of the important factors that affect the operation of a free market is monopoly, 

in which a customer is in a position to dictate an unjust price to the suppHer/producer of 

goods, irrespective of the supply and demand situation and a fair price. The Prophet termed 

it "sale under compulsion (mudtar)", disapproved of it and declared such sales to be void. 

This situation arises when there is only one buyer or a few buyers, putting them into a position 

to dictate their terms to the suppliers. For example, sugar mills may compel the sugar cane 

growers to supply their produce only at the price offered by buyers. The same is applicable to 

recycling plants, which may dictate an unfair price to rubbish (plastic, glass, paper) collectors. 

3. Muslim: Buyu, (tahrim bay al-rajul ala bay); Bukhari: Buyu, (al-nahy an talaqqi al-rukban) 

4. Abu Daud: (fi al-nahy an al-hukr); Muslim: K-al-Musaqat, (tahrim al-ihtikar). 



The Quranic provision of trading with mutual consent (4:29) imphes an absence of any 

pressure on either side. 

b) Another factor that leads to an artificial increase in demand is advertising or publicity, 

which have become a bane as well as a boon to a materialistic society. It is a useful way of 

introducing a product to prospective customers. And yet it also has some defects. Advertising 

and pubUcity can be intra-mural or extra-mural. Display of goods in an attractive way within 

the shop or sales centre is known as intra-mural publicity, while an advertisement outside this 

centre is extra-mural publicity. 

While the early people used very crude methods for both ways of introducing their goods or 

prices, the modern techniques of advertising have become very advanced and sophisticated. 

Effective and excessive publicity for a product not only frequently infatuates the customer, but 

many a time misleads him. Constant pubhcity is, to a large extent, responsible for creating an 

artificial demand for a product which is not genuinely needed by the consumer. The 

entrepreneur, no doubt, estimates a minimum possible demand for his product before going 

into production. But in order to create a market that matches his optimum volume of 

production, he creates further demand through advertising. In view of the real advantages that 

publicity brings, it has been inexpedient to forbid it. The Prophet is reported to have put some 

moral restrictions on this technique of promoting sales. (For a detailed study of the subject, 

see chapter on Advertising and PubUcity.) 

c) In the present day materialistic society, real and genuine demand for goods and services is 

manipulated by propagating a false sense of social status from possession of the goods 

concerned and the idoHsing of a higher standard of living. This induces the general public to 

acquire more and more goods and services, even when these are beyond their easy reach. The 

race to attain a higher and higher standard of living has given rise to institutions that 

accelerate consumption, even though the current income of the consumer does not allow it. 

Nowadays current income or past saving can rarely satisty one's demand; a credit card proves 

creditworthiness in the near future. Finance companies, leasing societies, mortgage houses 

5. Abu Daud: Buyu, (fi bay al-mudtar). 



etc., are all designed to encumber the consumer's remote future income for his personal 

consumption by neglecting his responsibilities to his kinsmen and society, which, according 

to the Qur'an, are the preferred claimants on one's savings. The Qur'an and the Prophet have 

sternly denounced this attitude: 

"Do not covet what God has conferred more abundantly on some of you than others. Men shall 

have a share according to what they have earned, and women shall have a share according to 

what they have earned. Do ask of God His bounty. God has full knowledge of everything". 

(4:32). 

''Children of Adam! Wear your adornment at every time of prayer; and eat and drink without 

going to excess. For God does not like those who go to excess'. (7:31). 

"Give to the near of kin his due, and also to the needy and wayfarers. Do not squander your 

wealth wastefully; for those who squander their wealth wastefully are Satan's brothers, and 

Satan is ever ungratefull to His Lord". ("17:26,27) 

"Do not turn your eyes covetously towards the embellishments of worldly life that We have 

bestowed upon various kinds of people to test them. The clean provision bestowed upon you by 

your Lord is better and more enduring". (20:131). 

"..that ye grieve not for the sake of that which has escaped you, nor exult because of that 

which has been given. God loves not proud boasters". (57:23). 

"Rivalry in worldly increase distracts you until you come to the grave". (101:1,2). 

There are also many Hadiths that emphasise simple living and austerity: 

"When any of you comes across a person who is superior to him in wealth and children he 

should also look at him who is inferior to him"^ 

6. Bukhari: K-al-Riqaq, (li yanzur ila man hua asfal minhu). 



"Having plenty of household effects does not enrich you; it is the richness of your inner self 

that enriches you"^ 

"Silk and gold are prohibited for men of my community but allowed for women"®. 

"The Prophet has prohibited the use of gold and silver utensils"'. 

"Every construction is a menace for its owner unless it is inevitable"'". 

This fact may lead to substantially neutralising the effect of the advertisement that induces the 

consumer to doggedly pursue the object of attaining a higher and higher standard of living 

and superseding his colleagues and friends. The act of moving to a higher economic status in 

itself implies wastefully discarding a large number of usable items. 

Regulating Manipulations in Price 

Islam not only regulates supply and demand but also eliminates the factors that artificially or 

unnecessarily lead to an increase in the price without occurring any change in supply or 

demand. 

a) One of the factors that unnecessarily increases the price is the activity of intermediaries. 

These intermediaries do not add anything to the utility of the goods. They simply add to the 

cost of the goods that reach the consumer. The longer the chain of intermediaries the higher 

the cost. A Hadith tends to restrict their role as far as possible. They are not only discouraged 

as between the village suppher and the city wholesaler, and between the retailer and the 

consumer, but also within the market itself The activities of the well-known broker who 

makes money without really participating in practical business were disliked. The activities of 

7. Tirmidhi: Zuhd, (ma jaa anna! ghina ghina al-nafs). 

8. Tirmidhi: Al-Libas, (ma jaa fi al-harir wa al-dhhab). 

9. Bukhari: K-al-Libas, (iftirash al-harir). 

10. Abu Daud: K-al-Adab, (fi al-bana ). 



these intermediaries lead to enhancement in the cost of goods and shares and thus prevent 

them reaching a real equilibrium price. Oscillations in the prices of stocks of individual 

companies in the stock market do not reflect the normal business position of these companies; 

they reflect the mood of the speculators. 

The Hadith linked the legal sale of a commodity with the condition of de facto transfer of 

possession. It says: "Do not sell food grain before taking it into possession; it is tantamount to 

selling dirhams for dirhams (money for money)."" The shares quoted in the stock market 

reflect the title of ownership in the company whose shares are quoted. Banning their sale 

before possession would mean that all speculative activities would have to be discontinued. 

Thus short selling, option and carryover, which are responsible for unnatural and unjustified 

oscillations in the stockmarket will have to go. This will restrict even the spot sales before the 

entry of the name of the new purchaser of the share in the register of the company. All this 

will stabilise the stock market and protect it from the influence of extra-business factors. 

b) According to another Hadith, the Prophet has also disallowed the sale of a villager's 

merchandise by an urban seller, who thus acts as his broker. These brokers (arhatyas) 

practically monopolise the agricultural sector and dictate the prices of the produce, often 

irrespective of the supply position. The Prophet said: "Leave them to themselves; God feeds 

them through each other", and "A city dweller should not sell for a villager, even though he is 

his father or son."'^ 

c) The Prophet prohibited boosting the price of any merchandise by a fictitious tender of a 

high p r i c e . T h i s is done even to this day in fairs and auctions by appointed agents with a view 

to prompting others to make a higher bid without any intention on the part of the agent to 

purchase the commodity. 

11. Bukhari: Buyu, (ma dhakara fi al-aswaq); Muslim: Buyu, (batlan bay qabl al-qabz). 

12. Muslim: Buyu, (tahrim bay hazir li badi) 

13. Muslim: Buyu, (tahrim bay al-rajul ala bay.) 



To conclude the above discussion, Islam ensures market economy by leaving the forces of 

demand and supply free to interact and strike an equilibrium price. But it does not allow 

unbridled freedom to the traders to manipulate supply, demand or price of the available 

goods. It plugs all those loopholes that have forced thinkers in many developed countries to 

seek for a code of business ethics. 

In Islam, buyers and sellers are, no doubt, motivated to maximise their personal utility or 

preference satisfaction. This maximisation is not marred by any unethical or unsocial act. A 

trader has complete freedom to maximise his profit through the optimum utilisation of 

resources, planning, accurate anticipation and managerial efficiency, but not through the 

means that Islam treats as immoral or sinful. The free-market mechanism should not be 

treated as economic determinism. An Islamic government interferes in the market only as a 

referee to ensure that the game is being played with the best of skill, ability and fairness. It 

should not become harmful to the traders themselves, to the customers or to the community. 



CHAPTER FOUR 

MARKETING 

1. Advertisement and Publicity 

When my uncle was in his early twenties he was excited to respond to an advertisement in a 

newspaper which ran thus: 

"A 100% sure device to kill bugs in your cot! Send 5 Rupees and get the device within a week". 

My uncle sent a money-order for the amount. After about a week, he got a parcel containing 

a 2"x2" piece of wooden board with a small wooden hammer and a pair of tweezers. The 

accompanying manual read: "Catch the bug with the tweezer, place it on the board and 

hammer it to kill it." 

At another time, an advertisement in a newspaper ran: "Home flies spread diseases through 

your food. Send us 32 postal stamps of 2 paisas each (an Indian Rupee contained 64 paisas) 

to get the device to get rid of flies". Quite a good number of persons responded to the ad. After 

a few days, another ad appeared thus: "Thanks to all who responded to our ad. It is not 

possible for us to contact hundreds of our patrons. We are, therefore, making the device 

known to all the readers of this newspaper. While you sit for your meal, eat with your right 

hand and use your left hand for batting the insect". 

These were only two examples of fooling the customers through the mail. Examples of some 

current ads: 

"Beware of robbers! Your wealth is more precious than spending.. .Rupees to buy a pistol. You 

can keep it without a licence. Its thunder keeps the robbers miles away. Order today on your 

Money Order form and get the pistol within.. .days." 



"Why worry! All your problems of love, marriage, employment, enmity, magic, travel and 

business can be solved through spiritual power. Write to us your problem with a Money Order 

for ...Rupees and get an amulet." 

"Is your lover obsessed? Our specially treated magical antimony guarantees attraction in you 

for your lover. Use it for forty days and face her/ him. Money back guarantee! ...Rupees per 

bottle. 

"Many unfortunate girls fail to get a marriage proposal due to their dark complexion. Their 

misfortune has now come to an end with the invention of our herbal cream. The use of only 

three tubes will change the skin complexion to an unbelievably fair one. Pack of three for 

...Rupees. Send to..." 

All the above ads are the examples of mail order business and more often than not they 

deceive the public by making money out of their distress. In mail order business, the vendor 

or the supplier is generally out of sight, unknown and sometimes inaccessible to his distant 

customers. It is, however, only a small part of the crooked system employed by the advertisers 

to deceive the innocent customer. In cases of many well known enterprises, exaggeration and 

hype are not uncommon. This is generally visible in the case of the ads for pain-relievers, 

toothpastes and powders, detergents and insect-killers. In addition to being exaggerated, 

deceptive advertising has also become very common in the case of many cosmetics and 

medications and for weight reduction. Similar is the case with many hair tonics and the so-

called 'invigorating, refreshing and soothing" 'herbal' concentrates (sherbets). These ads find 

their place not only in newspapers and journals but now also on radio, xv and other electronic 

media, in addition to handbills, hoardings and neon signs. 

The rationale behind advertisements 

Why advertise at all? 

Advertising a product, technique or service has its pros and cons. It informs potential 

customers of the availability of products or services that they may need, products and services 

about which they would otherwise not know. Inauguration of a new laundry, bakery or 



restaurant requires publicity to let the customers know about this additional facility in their 

area. The manufacture of woollen cloth or garments, or melamine or glassware by a new 

factory must be made known to the population. The invention of an electrical hair trimmer 

becomes popular either because people need it or because they are convinced of its utility. It 

is advertising that introduces this invention and captures the market. A device to clean carpets 

efficiently was sought for. The invention of the vacuum cleaner satisfied this need. Advertising 

it introduced the customers to the use of this device. Improvements in techniques and devices 

also calls for advertising to inform consumers of the change. In all such cases, an 

advertisement justifies itself. 

Controversial ads 

There are situations where advertising becomes controversial or altogether unjustifiable. It 

sometimes creates artificial demand for those things which the consumer actually does not 

need. The producer or importer, by using strong propaganda, prevails upon the consumer to 

buy. The principle of satisfying consumers' wants is replaced by the businessman's motive of 

earning profit without transferring to him the thing which the consumer needs. There cannot 

be two opinions that the use of traditional fresh fruit juice, fresh milk, lassi, (plain yogurt with 

milk, water and sugar or with water, salt and ground cummin) have been far superior to, and 

more wholesome and invigorating than, aerated drinks. Yet the effects of propaganda for 

aerated drinks (with unknown ingredients) pushed aside the natural and wholesome drinks. 

Similarly, publicity for changing designs and fashions induces consumers to reject usable 

items, whatever their value may be. This leads to extravagance and waste. Advertising is also 

aimed at competing with other firms to increase the demand for the advertiser's brand of the 

product. It is the advertised attribute that is tested by consumers in choosing the one and 

rejecting the other. Advertising is also aimed at stopping the customers from switching over 

to the brands of other manufacturers or from changing their tastes. 

Unjustifiable advertisements 

Along with the functions of advertising mentioned above, there are also aspects which cannot 

be justified and need to be rejected outright. There is no justification for the advertising of 



hazardous items like cigarettes. A few years ago, some investment companies in Karachi duped 

guUible savers of billions of Rupees on false promises of an impossibly high rate of return 

which was unbelievable to anyone having some business sense. The echo of the cooperative 

scam in Lahore has still not died away. Manufacturers and traders use deceptive and even 

downright false advertising to sell their product. Ambiguity, concealment of facts, 

exaggeration and psychological appeals are the devices that advertisers use to popularise their 

product. You can buy a polarized camera at a throwaway price. But every time you need to 

refill it with a fresh cartridge you are fleeced. This is a fact about which a manufacturer or a 

dealer would not pre-inform the customer. Are all the grease and stains washed out by the 

detergent as easily as is advertised? Ignorant customers take everything literally. Young 

children are naive and gullible and thus particularly vulnerable to advertisers' enticements. 

Unnecessary and inferior sweets, lollypops, candies, chewing gum and shahi supari became 

popular with children owing to advertising. When a child sees something he likes, he usually 

gets it, even though the parents become compelled to sacrifice a more necessary item. They 

cannot convince their children of the potential harm of eating too many sweets or the hazards 

of shahi supari. The TV. ad will show you a person who is helpless with pain. All of a sudden, 

he uses a particular brand of pain reliever and within a second, he is happy and gay. You will 

witness a sprayer instantly killing hundreds of cockroaches in a single spray, but the swarm of 

these shrewd insects is, in the advertisement, all assembled in an exposed place. How can the 

spray be equally effective in their hideouts, corners, crevices and sewers? 

Packaging 

In countries where product information is not regulated by law, methods of labelling and 

packaging are also sometimes used for deceit. Bottled drinks containing labels with pictures 

of fresh fruits are falsely intended to impress on the customer the contents of the drink. Some 

such drinks are said to contain prohibited drugs, some are sweetened with saccharine, which 

has now been proved to be very harmful. The labels of "sweets made with pure ghee" (butter 

with no water content), or of chewing tobacco "blended with saffron" or of tobacco liquor 

(qawam) "blended with musk and amber" are more often than not aimed at deceiving the 

customer. The most recent addition to this fraudulent business is the sale of so-called mineral 

water. Private laboratory tests reveal that many of such advertisements and labelling are 

fraudulent. Such advertisers are encouraged by the absence of laboratory tests or the need for 



registration by government agencies. Even in countries where strict regulations are enforced 

and complied with, there are meaningless additions to the ingredients of items like ordinary 

bread. (Readers will find it interesting to glance at the ingredients of a type of bread sold in 

the USA, shown at the end of this chapter, along with the information required by law and the 

information added for health- conscious people.) 

Equally deceitful is the packaging of many items in such a way as to exploit certain optical 

illusions. Bottles of many items are made with very thick glass, and some of them have an 

inside curve in the bottom. Big shampoo bottles often have pinched waists. This is done to 

give the illusion of size and quantity.' The creation and capture of the market through 

advertising are among the features of capitalism. Supply creates its own demand through 

advertising. Walter Goodman, in his All Honorable Men, gives some interesting evidence of 

false advertising in the USA until the sixties^ How much of a role fair and false advertising 

now plays in the USA can be understood by the fact that advertisers spend $120 billion every 

year on all forms of media advertising^ 

The way in which, and the extent to which, big business enterprises advertise has seriously 

jeopardised the concept of the free market. Suppliers manipulate consumer choice and 

persuade them to choose what the supplier wants; not what they really need. According to an 

influential advertising consultant. Dr. Dichter, "the successful ad agency manipulates human 

motivations and desires and develops a need for goods with which the public has at one time 

been unfamihar - perhaps even undesirous of purchasing."" It is this situation that led 

Gaibraith to lament that the consumer has lost sovereignty.^ 

1.1 cannot resist bringing to the notice of my readers an interesting incident that occurred to me in the USA. 

A friend of mine graciously sent me a fax machine to Pakistan. I did not know how to operate it, so, on a visit to 

the USA, I telephoned the office of the company concerned and asked them to send me a copy of the manual. 

After some time, I received a cardboard carton 18" x 18", on payment of $18.1 was wonderstruck to find that the 

carton was filled with foam balls, while in the bottom lay the manual, a small booklet of about 90 pages. 

2. Walter Goodman, All Honorable Men, (1963). For full details, see the chapter Mass 

Media: The Generation of a Lie, pp. 239-320. 

3. Shaw and Barry (1995), p. 483. 

4. Ibid. See paper by Robert L. Arrington Advertising and Behaviour Control, p.516. 

5. Desjardins and McCall (1985), p. 142. 



The Islamic position 

In the above lines we have discussed the pros and cons of advertising. The conclusion is that 

advertising to the extent that it is used to introduce people to a new invention, product, 

technique, service or device, or a sales or service centre, is justifiable. As regards other cases, 

they defy the Islamic code of ethics. Exaggeration and hype may be condoned, because such 

advertisements are aimed at appeahng to the imagination of the common man and the visual 

presentation is not meant to be taken literally. But in cases where this exaggeration crosses its 

limits to enter the confines of falsity and deceit, it becomes unjustifiable and sinful. The 

Qur'an warns the believers that God, the Omniscient, keeps an eye on each and every thing 

[(and act) (4:86)] and disapproves of eating of others' property without their free consent. 

Deceitful publicity persuades the consumer to buy a thing which actually does not possess the 

attributes conveyed in the advertisement and for which the consumer has agreed to part with 

his money. 

The Prophet was once passing through a shopping centre when he came across a grain vendor. 

He pushed his hand inside the heap and found that the upper layer of the grain was dry, but 

the lower layer was wet. The vendor's explanation was that drizzling had made it wet. The 

Prophet retorted "Why did you not then display this portion of grain too? Defrauders have no 

connection with us"'. The Prophet is also reported to have said: "Traders will rise up on 

Doomsday as frowards except that trader who feared God, behaved virtuously and spoke the 

truth."^ Moreover, 'There are three (categories of) persons whom God will not address on 

Doomsday ... the third (category) is that of the traders who sell their goods with the help of 

false oaths."® The Prophet has given a very stern warning to those traders who sell their goods 

without pointing out their defects.' He has also warned Muslim traders thus: "Beware of 

frequent oaths. This may result in a quick turnover, but (ultimately) take away blessing and 

grace.'"" 

6. Ibn Maja: Tijarat, (al-nahy an al-ghash). 

7. Ibn Maja: Tijarat, (al-tawaqqifi al-tijara). 

8. Nasai: Buyu (ai-munaffiq sal'atahu bil-half...) 

9. Nasai: Buyu, (ma yajibu al-attyjjar min al-tanqiya..) 

10. Nasai: Buyu, (al-munaffiq sal'atahu bil half..). 



The following are some more warnings which the Prophet made on different occasions: 

"Do not exaggerate in introducing your goods."" 

"Do not utter more than what you know."'^ 

"There are three signs of a hypocrite: .. .he hes when he speaks..."" 

"There are three persons whom God will neither address nor purify on Doomsday; and they 

will meet condign punishment: .. .the third is the one who falsely swears after Asr prayers in 

the evening" (which is a brisk trading time) "that he has been getting such-and-such a price 

for his goods."''' 

In addition to these warnings, the Prophet gave an option to the purchaser to rescind his 

approval of the contract of sale if the goods purchased by him are found to be defective or not 

according to the specification. The Prophet not only himself inspected the market but also 

appointed a regular market monitor to watch for immoral practices. His successors continued 

this practice and developed the institution of monitoring into the full-fledged office of 

ombudsman. 

It will not be out of place here to take notice of some less discussed aspects of advertisements. 

There are the cases of negative, or indirect, advertisement in order to popularise a product. 

Some years back a number of articles appeared in the Pakistani press which revealed the 

harmful effects of using old aluminiumware. After a few months, steel wares were introduced 

into the market. Again, after a few years, steel dinner sets were looked down upon as sub-

standard and cheap. This paved the way for the popularity of imported melamine dinner sets 

11. Bukhari: Shahadat, (ma yukrahu min al-atnab). 

12. Ibid 

13. Bukliari: Iman, (alamat al-munafiq). 

14. Bukliari: Shahadat, (ma qil fi shahadat al-zoor). 



and then their manufacture within the country. This indirect or negative method of 

advertising cannot be challenged unless it contains falsity and deceit. Neither can exaggeration 

be challenged, unless it becomes harmful. The use of garlic has been found to have some 

marginal benefits in the case of hypertension. As a result, this gave rise to a full-fiedged 

industry engaged in preparing garhc powder, tablets, pills and capsules. It is documented that 

the regular use of garhc does not reduce the rate of mortality caused by hypertension. Thus 

advertising it in a way such that patients were inclined to rely on it would become harmftul. 

An advertisement sometimes exploits religious sentiment. The Qur'an acknowledges honey as 

a very wholesome product (16:69). The Prophet's saying points towards the benefits of black 

seed. How, and how much, should they be used, and whether they are beneficial for general 

dietary use, or for therapeutic use, must be well-documented. Overemphasis on their benefits 

may appeal a credulous Muslim but not to a rational Muslim, let alone non-Muslims. The use 

of vegetables is very useful as a preventive, but these are not substitutes for drugs that are 

necessary during illness. God has warned: "And keep your speech secret or proclaim it. Lo! He 

is Aware of all that is in the breasts (of men)" (67:13). 

There follows a list of ingredients from some ordinary bread sold in the U.S.A. (as mentioned 

earlier in this chapter). 

Nutrition facts , Daily values and Ingredients of an ordinary bread as given on the label: 

Calories 2000 2500 

Total fat less than 65g Ssg 

Nutrition facts: 

Saturated fat less than 20g 25g 

Serving size 1 slice 28 g 

Servings per container 24 

Cholesterol less than 300mg 300mg 

Calories 70 

Calories from fat 10 

Sodium less than 2400mg 24oomg 

Total carbohydrates 300g 375g 



% daily value 

25g 

Amount/Serving 

Dietary fibre 25g 

Total fat ig 1% 

Saturated fat og 

Polyunsaturated fat og 

Monounsaturated fat og 

Marketed by... 

Cholesterol og o% 

Vitamin A o% 

Vitamin C o% 

Thiamine 8% 

Riboflavin 4% 

Amount/Serving Per cent Daily 

Value 

Sodium i6omg 

Total carbohydrates i3g 

Dietary Fibre ig 

Sugars ig 

6% 
4 % 

Protein 

Calcium 

Niacin 

Iron 

Folate 

3g 
2% 

6% 
4 % 

6% 

Per cent daily values are based on a 2000 

calorie diet. Your daily values may be higher 

or lower depending on your calorie needs. 

Ingredients: 

Enriched flour [wheat flour, malted barley 

flour, reduced iron, thiamin mononitrate 

(Vitamin Bl), riboflavin (Vitamin B2), folic 

acid], water, stoneground whole wheat flour, 

high fructose corn syrup, yeast. Contains 2% 

or less of each of the following: salt, wheat 

gluten, partially hydrogenated soyabean oil, 

wheat bran, soy flour, dough conditioners 

(may contain one or more of each of the 

following: mono- and diglicerides, calcium 

and sodium stearoyal, lactylates, calcium 

peroxide, calcium carbonate) caramel, color, 

yeast nutrients (monocalcium phosphate, 

calcium sulphate, ammonium sulphate), 

calcium propionate added to retard spoilage, 

amylase, corn starch. 



2. Salesmanship 

It is not possible to trace the history of salesmanship. Most probably it dates back to organised 

trading. It involves grandiloquence, exaggeration and tricks. Most of us are apt to exaggerate 

the plus points of our personality and hush up the minus points. When we send a marriage 

proposal, appear for an interview for a job, give our family history or describe our social or 

economic background, we try to overemphasise the points that fit into the pattern of our 

choice and hush up the facts that, we fear, may tarnish the picture that we want to paint. 

A trader is in a more vulnerable position because his living depends upon successful 

salesmanship. He has to prove this a hundred times a day before reasonable and ignorant, 

suspicious and credulous, skinflint and reckless and naive and knavish customers. If he stuck 

to rigid moral standards and kept precisely to the point, he would have to close out the sale. 

It is necessary for his business to have a quick turnover of whatever he has stocked up. 

Falsity and deceit 

Good salesmanship does not necessarily involve falsity and deceit. However, it involves 

exaggeration, the use of puns, pomposity and digression. "Are your oranges sweet?" "Sir, don't 

be indifferent. I have so far sold three crates!" The customer may be convinced by this 

statement (which may be true) that sweetness would have caused a brisk sale, although the 

salesman did not claim that the oranges were sold because of their sweetness. "Will the colour 

of this cloth be fast?" "Oh sir, why are we sitting here?" A gullible customer will take this 

answer as a guarantee, but not as a statement of fact, that the salesman is there to dispose of 

his stock, irrespective of its quality. You are trying on a suit in a garment store. The salesman 

observes: "Oh, it enhances the grandeur of your personality. It really becomes you". The 

customer will revel in this adulatory statement and this will persuade him to buy the suit. 

Another technique of salesmanship involves haggling; The salesperson would traditionally 

quote a higher price than its actual one on the understanding that the customer, particularly 

the ladies, would conventionally insist on reducing the price. This bargaining also implies the 

customer's conditional acceptance of the idea. Bargaining of this sort is also common in our 

society. This is practised by politicians, employers, trade unionists, wage earners, rickshaw 



drivers, mechanics and technicians. The salesman, however, should not emphasise his point 

upon a false oath. The Prophet said: 

"There are three persons whom God will not look upon nor will He purify them, (of whom) 

one is the one who claims upon a false oath that he did not sell his goods for such- and-such 

offers, with a view to deceiving the customer and persuading him to buy"', and, "God will not 

show any mercy to three persons... one of them is the one who falsely swears that he has had 

an offer of a (higher) price than what he was (actually) offered'? 

It was, perhaps, such salesmanship tactics that led the Prophet to direct the Muslim traders: 

"Oh, community of traders! Business involves solemn statements and absurdities in 

salesmanship, sometimes to the extent of falsity. So (compensate for) this with almsgiving."^ 

Along with such tactics of salesmanship, there are claims about the merchandise that are far 

from the truth and made with a view to deceiving the customer. Such phrases as "non-

breakable glass", "pure forest honey" and "waterproof watch" are often claimed simply to 

deceive the customer. This clearly violates the Prophet's warning, "Whoever decieves us is not 

from (among) us.""* 

The Prophet also exclaimed: 

'The taking of frequent oaths for canvassing the customer pays much in the beginning, but, 

ultimately, causes a diminution in the livelihood"'. 

1. Bukhari, Musaqat, (ithm man manaa ibn al-sabil min al-maa). 

2. Bukhari: Musaqat, (man raa an sahib al iwad..). 

3. Ibn Maja: Tijarat, (al-tawaqqi fi'l- tijara). 

4 Tirmidhi: Buyu, (ma jaa fi karahiat al-ghashsh fi'l buyu). 

5. Abu Daud: Buyu, (fi karahiat al-yamin). 



The Prophet further said: 

"Whosoever sells goods with a defect without mentioning it to the buyer will meet God's 

wrath and the curse of His angels" 

In addition to the guidelines laid down specifically for business techniques, the Prophet also 

advised general rules of behaviour which everybody should follow and which are of particular 

significance to a salesperson. 

"The worst of people is the one who people avoid for fear of his invective"/ 

"Good manners will have the heaviest weight on Doomsday."** 

"One deprived of leniency is deprived of all virtues."' 

"One who is not grateful to people is also not grateful to the Lord"'" 

The general guidelines that he laid down for traders serves as a comprehensive code of ethics 

for all categories of businessmen: 

The best earning is that of that businessman who does not tell a lie when he speaks; does not 

misappropriate trusts; does not break his promises; does not cavil while making purchases; 

does not boast while selling his goods; does not prolong the period of his repayment of loans; 

and does not cause difficulty to his own debtors. 

6. Ibn Maja: Buyu 

7. Abu Daud: Adah, (fi husn al-ishra). 

8. Abu Daud: Adab, (fi husn al-khulq). 

9. AbuDaud: Adab, (fi'1-rifq). 

10. Abu Daud: Adab, (fi shukr al-maruf). 



3. The Concept of Just Price 

I needed a key chain holder in Karachi. I entered an air-conditioned shop which is well known 

for its quality leather products. I was shown the item for 80 Rupees (us $1.50). I purchased it 

from a roadside vender for 40 Rupees. It was exactly the same, the only difference being that 

from the former shop I could get my name printed with a golden die. A few years ago I came 

across a presentable necklace in Edinburgh, Scotland. The given price was £2.99.1 was tempted 

to buy one, but my friend advised me to wait for a week. He took me to a wholesale store in 

Glasgow, where I bought the same items for £1.00 each. Last year, my nephew was showing me 

round his store in Manhattan, New York. A combination lock was priced $2.50.1 had bought 

this item from a One Dollar Store at some other place. 

In view of the above instances of selling at a much higher price than wholesale price, can we 

claim anything about the Islamic position of the expensive dealers? When we say that prices 

must be just, or fair, does this justice or fairness involve a moral value? There is no doubt that 

wholesale prices for all the dealers are almost the same. How can we justify charging such a 

high price? The Prophet is reported to have refused to fix prices when the prices of food grains 

rose in Madinah owing to a delay in imports. Does this mean that sellers are free to sell their 

goods at any price they like? This fact has led some schools of Islamic law to conclude that 

government is not, generally, allowed to impose price controls unless some extraordinary 

situation arises. A majority of the other Islamic schools of law do not reject this right of the 

authorities. There is, however, the concept of deception (ghaban) in pricing. If anybody 

charges an extraordinarily high price, it is called grave deception (ghaban fahish) and is 

unacceptable. The Ottoman Code of Civil Law defines ghaban fahish as more than 5 per cent 

(profit) on goods, 10 per cent on animals and 20 per cent on immovable property. This 

perhaps seems to be a more convincing interpretation of the concept, because it lays down the 

rate of profit but not the sale price. There is, however, one objection to this approach. It is 

reported that the Prophet once handed over a dinar to one of his Companions and asked him 

to buy a goat for him. The Companion, instead, bought two goats for it, resold one for one 

dinar and returned to the Prophet his dinar along with the remaining goat. This means he sold 

it at 100 per cent profit. Had this been objectionable, it could not have escaped the Prophet's 

1. Abu Daud: Buyu, (tasfir). 

2. Majalla; Urdu translation by Abdul Quddus Hashmi, Karachi, 1966, Article 165. 



C H A P T E R F O U R : M A R K E T I N G 

censure, which he always expressed when necessary with a view to teaching Muslims the rules 

and ethics of business. But it is reported that this piece of business acumen was admired by 

the Prophet'. 

Are price variations fair? 

Let us now return to the case of the combination lock which my nephew was selling for $2.50. 

At that time, my comment was that he was charging an extraordinarily high price. He 

disagreed with me. His argument was that the combination lock was actually sold at $8.00 per 

dozen wholesale. But the place from where I had bought it was rented at $20 per square foot, 

while he had to pay a rental value of $70 per square foot for his store. According to him, the 

owner of the One Dollar Store was running the store as a family business, with his wife and 

children as his salespersons. He imputed their wages only for tax purposes, but did not 

calculate these wages as an implicit cost. On the other hand, he (the nephew) actually paid $10 

to $12 per hour for each of his salespersons. Hence the difference in sale price. All these 

arguments would suggest that the wholesale price alone does not determine the sale price. It 

is determined by locality, standard of intramural decoration, packaging, service and other 

overhead expenses. The locality determines the rent of the sales centre. The roadside vendor 

who sold me a key chain holder for 40 Rupees had his whole 'shop' in a 18" x 30" wooden tray 

with some ten to fifteen items for sale. He incurred nothing by way of rent or any other 

expenditure. The quality leather shop which was selling the same item for 80 Rupees would 

have paid 3-4 million Rupees by way of the occupancy value (pugrhee) of the shop, in addition 

to a nominal monthly rent. A locality also determines the class of customer. The ego of class-

conscious people would be more satisfied with the purchase of an expensive item from a 

standard shop than with loitering round footpaths to make economical purchases. For them, 

the latter would be below their dignity. The smooth-tongued salesmen further gratify their 

feeling of pride. Moreover, the store owner would have to invest a substantial amount on its 

fixtures, wall-to-wall carpeting and illumination. He would also require to make provision for 

regular maintenance expenditure and longterm replacement costs and deliver the articles in 

presentable packing. He has to employ cultured and educated salespersons for different 

3. Abu Daud: Buyu, (fi'l mudarib yukhalif). 



counters. The 30' x 30' store is propely air-conditioned, and contains a huge stock of all the 

varieties of related articles. The owner has to ensure clearance of the stock within a certain 

period, after which he has to dispose of the stock at reduced prices, without incurring a loss. 

He incurs regular payment to the manager, salespersons, security guards, accountant, and for 

electricity. Above all, he has to pay taxes. We should not ignore the fact that self-service stores 

also need to adjust for loss due to pilferage by salespersons and customers. All these incurred, 

accrued, monthly and annual expenditures have to be added to the wholesale price as costs. 

Thus the proprietor of the store should fix his sale price in such a way as to retain a profit for 

himself. It is possible that both the sellers ultimately earn a similar rate of profit. What rate of 

profit they should charge is determined largely by market forces and the nature of the 

competition, given a normal or prevailing price. 

This explains the difference in the sale prices of different stores and shopping centres. An 

average shopkeeper who employs a couple of salespersons to serve hundreds of customers 

everyday and caters for the needs of his neighbourhood only also has to fix different prices at 

different centres. 

The above discussion would suggest that the concept of a just or fair price is not a moral, but 

an economic concept. That is why the Prophet refused to fix prices and the later jurists laid 

emphasis on monitoring the rate of profit rather than fixing a sale price. This also leads us to 

the conclusion that the concept of the legal term ghaban fahish (grave deception) is relative to 

the business environment and situation. But this is only one aspect of the matter. Will this 

allow the arbitrary fixing of any price by the monopolies or oligopohes quite out of 

proportion with cost? How a monopoly price is fixed is justifiable on economic grounds, but 

can it also be approved, on ethical grounds, to fleece the buyer simply on grounds of product 

differentiation, innovation or pioneering, and to try to restrict any future entry of new firms 

into the market? 

As stated above, the Prophet disliked the traders' practice of restricting the entry of new 

traders into the market. The operation of the concept of preventing ghaban fahish, grave 

deception, by setting a profit ceiling, would possibly take care of traders charging an 

immorally high profit irrespective of whether the demand curve sloped downward or upward. 



Maximisation of profit 

The above discussion also leads us to deal with the concept of maximisation of profit, which 

has now become controversial as an objective of business. According to the Qur'an, it is a 

human instinct to maximise one's earnings and to continue to add to one's fortunes. The 

Qur'an hints at this instinct in the following way: 

"Men are naturally tempted by the lure of women, children, treasures of gold and silver, horses 

of mark, cattle and plantations..." (3:14). 

"Man does not tire of praying for wealth. . (41:49). 

"..to whom I granted resources in abundance, and sons to be by his side! To whom I made (life) 

smooth and comfortable! Yet he is greedy that I should add (even more)" {'74:12-15). 

The Prophet has described the same fact in another way: 

"If a man had, in his possession, a valley (full) of gold, he would hanker to have one more. 

Death alone brings him solace. God forgives him who repents of his greed.""* 

The words, "death alone brings him solace" point out that this instinctive urge does not cool 

down at any stage of human life. It is this instinct that provides the incentive to continue 

working hard for growth and development. This encourages enterprise and persuades the 

entrepreneur to take risks. It creates the patience and perseverance to take up projects with a 

long gestation period. 

The instinct has been operating since ancient times, when extremely perilous maritime trade 

was carried on by the Greek, Arab and Chinese traders. Without this instinct, a doctor would 

refuse to examine more than a minimum number of patients because he would not need to 

maximise his earnings. A construction company owner would not take up new projects if he 

4. Tirmidhi: Zuhd, (ma jaa lau kana li ibn Adam..). 



had earned a sufficient amount to live a comfortable life. No entrepreneur would plan services 

requiring a huge investment to supply machinery for building big dams and bridges and for 

exploring natural resources. No manufacturer will expand production if he has made 

sufficient earnings within the domestic market. The objective of maximisation is operative not 

only in material life, but also in other spheres, such as intellectual pursuits, research, scientific 

discovery and technological innovation, many of which are aimed at material gain while many 

aim to satisfy some other human urge. 

Thus there should be nothing objectionable in making the maximisation of profit the 

objective of business. In a competitive market, the object of maximisation compels the 

businessman to plan judiciously, reduce costs, make the most economical use of resources and 

have efficient management. The businessman cannot maximise profits by fixing the price of 

his product higher than the prevailing market price. If he does so, he will be driven out of the 

market. The concept is not inimical to observing good ethical standards. Business is business. 

Ethics in business should be distinguished from ethical business, which also has an important 

place in society. Ethical business is not primarily aimed at earning profit and making a 

comfortable living. Business in a competitive environment can survive only when it pursues 

the object of profit maximisation. Remove this objective and no business will be left. 

4. The Islamic Law of Options 

An occupation which makes a living is a business. Muslims are prohibited from pursuing 

certain businesses. These include stealing, banditry, obscenity, gambling and interest. There 

are certain items that the Muslims are not allowed to consume. Thus pork, carcasses and wine 

cannot be consumed by MusUms, nor can they be made a source of earning. Only non-

Muslims can trade in them among non-Muslims. Unexploited natural resources cannot be 

made the object of trade. In their natural form and place, they are free goods and everybody 

has an equal right to use them. Addition of value, however, confers title to them. 

A contract of sale requires the free consent of the parties. The quality and quantity of goods 

for sale must be precisely determined and be in the possession of the seller, along with the legal 



title to the goods. The buyer must not be ignorant about the quahty and quantity of the goods, 

nor should he be uncertain about the subject matter. The contract must not be contingent 

upon a condition that is not ancillary to the mode of delivery of the goods and the payment 

of the price. There must be no deceit, misrepresentation, coercion or fraud in the transaction. 

Each party can appoint an agent to act on his behalf. 

Islam also prohibits some trading techniques, including adulteration and hoarding. The 

object of all these terms and conditions is to protect the trader and consumer from inflicting 

any harm on either party. Observing these conditions may still lead to a situation which may 

harm the interest of either party. These situations may arise as a result of the payment of the 

price by the buyer and the delivery of goods by the seller. The Islamic law of sale of goods 

provides an instrument of option to either party in order to protect their interests. 

Protecting the interest of the trader 

The interest of the trader lies in a quick turnover and getting a reasonable price for the 

merchandise. The producer/trader has a right to promote sales by advertising and pubUcising 

his product/sales centre without indulging in falsity'. The Prophet discouraged the chain of 

intermediaries, which grabs a chunk of the profits which otherwise would go to the 

producer/seller. The Prophet also prohibited the traders from intercepting the suppliers who 

want to reach the market to sell their goods at a fair market priced The seller is given the 

option to annul the sale if he finds that he was paid less than the market price. The Prophet 

also discarded the enforcement of the contract of sale in cases where the seller is compelled to 

dispose of the goods under pressure or coercion''. The trader also enjoys the option to rescind 

the contract of sale if the buyer fails to pay the price within the stipulated period^ Thus, if the 

buyer fails to turn up for payment by the due date, or the cheque issued by him is 

dishonoured, the seller has a right to claim back his goods. 

1. For a detailed discussion on the subject, see chapter on "Advertisement and Publicity". 

2. For a detailed discussion on the subject, see chapter on "The Market Mechanism". 



Protecting the interest of the buyer: Caveat emptor 

For a long time, the concept of "buyer beware" (caveat emptor) has been the prevalent 

condition for the sale of goods. The concept, although it seems to be alien to the Islamic law 

of option and of return of goods is, however, fully applicable to those items about which even 

the seller is not expected to be aware or which the seller himself made. Whether a fresh fruit 

in a heap is sharp or sweet cannot normally be guaranteed by the vendor. Unless you peel a 

pomegranate, you cannot know whether it is sound or normal inside. Will a chicken grow into 

a good layer or a poor layer? Will a she-calf give lo kilos of milk, or less, when grown? 

Similarly, it is the responsibility of the purchaser himself if he uses an adhesive to join those 

metals which the manufacturer has not claimed to be suitable. 

In cases where the buyer has himself inspected a property, the vendor is absolved of the 

responsibility for any defect in it. You purchase a house after inspection, but later on find that 

it is badly planned. You, not the seller, are responsible for it. If it is humid and dark, not airy 

and sunny, and if smoke and smells from the kitchen spoil the environment, it is the fault of 

the buyer's inspection. In all such cases, the rule of caveat emptor will operate. A second-hand 

car may have many defects and some which even the owner cannot foresee. It cannot be 

expected of the seller to warn you of all the existing and future defects. You and your mechanic 

must inspect and test it to ensure its usability. So, let the buyer beware! 

This primitive philosophy might be vahd in a society where ethical values have a secondary 

importance. Even otherwise, the tremendous changes in the modes of production and the 

nature of commodities produced and the distance between the producer, the retailer and the 

consumer have rendered the philosophy meaningless. According to Luther M. Hodges, "It is a 

philosophy that has long since been ethically and/or legally outmoded in most sectors of the 

economy"^ According to Bowie, "[This] Latin phrase is a reasonable view to take in an 

economy where: 

3. For details, see chapter on "The Market Mechanism". 

4. Abu Daud: Buyu, (fi bay al-mudtar). 

5. Majalla, op. cit., Section 313. 

6. Luther H. Hodges: The Business Conscience, Prentice Hall Inc., 1963, page 128. 



• The buyer and the seller know each other 

• The commodities that are exchanged are familiar, simple and designed to meet basic needs 

• The commodities have been produced by the seller. 

"Now, in an efficient economy of mass-produced goods characterised by high technology, the 

consumer must be protected if he is persuaded to purchase the goods in such an economy. 

Hence the necessity of law"^ 

The Islamic law protects the consumer by giving him multiple options on a number of 

grounds. He is given an option on account of description (wasf) where a seller has sold goods 

as possessed of some good quality. If the property turns out to be without that quality, the 

buyer has an option. If he wishes, the sale is annulled®. For example, if a stone is sold, at night, 

as a red ruby and turns out to be a topaz, the buyer has an option. Or if a generator is not 

found to be compatible with the requirements claimed by the supplier, and as mentioned in 

the accompanying literature, the buyer has a right to return it. Again, if a ship is not found to 

be at the load and speed as claimed by the manufacturer, the buyer enjoys the option to annul 

his acceptance to buy the ship. 

The buyer also enjoys the option on inspection (ruyat) . When he has seen the goods, he may 

give his consent if he wishes, otherwise annul the purchase. The buyer may also use this option 

if the lot he has purchased does not correspond with the sample that he had seen and 

approved. ' 

A third kind of option that the buyer enjoys arises as a result of a defect in the goods which 

the buyer himself has not disclosed. This is known as the option for defect (ayb). This absence 

of disclosure implies that the goods are sound and free from defect. This option will cease if 

the seller has expressly warned the buyer about the defect in the goods.'" 

In all such cases of option, the buyer has the right to annul the purchase but not to a reduction 

in the price, unless it is practically impossible to return the goods. 

7. Norman E. Bowie: Business Ethics, Prentice Hall Inc, NJ., 1982, page 124.SSS 

8. Majalla: op. cit., Section 310. 

9. Majalla: op. cit., Sections 320-328. 

10. Ibid, Sections 336 ff. 



5. The Position of Insider Training 

A company invites candidates to take a written test for apprentice officers. The typist of the 

test papers discloses the contents of the paper to a candidate of his hking. 

A company invites quotations for the supply of stationery. The manager of the purchase 

department, knowing the lowest quotation, advises his own brother's firm to tender a 

competitive quotation and get a supply order. 

The manager of the accounts department of a company finds that his company is in an 

excellent business position with prospects of a high increase in dividend rates and in share 

prices in the near future. He purchases 10,000 shares of the company to avail himself of the 

benefits. 

In the first case cited above, the company is betrayed because the result of the test has been 

biassed in favour of the typist's candidate, who might not necessarily be the best candidate. In 

the second case, the company stands to gain because it will get its supplies at the most 

competitive price. 

In the third case, the company does not gain or lose anything because it is committed to 

distribute dividends to all its shareholders, whoever they may be. When, how, and by whom 

the shares are purchased from the stock market does not affect the affairs of the company. 

In spite of the three positions of the company, there is one common element in all the three 

cases. An insider has used information which was not supposed to be accessible not only to 

outsiders but also to most of the employees and officers of the company. There cannot be two 

opinions about the immorality of the first case. The second case may be argued both ways. 

Here, the employee has betrayed the suppliers by misusing information which was not 

supposed to be disclosed to the competing suppliers. But this fact does not go against the 

employee's loyalty to the company. Rather, it has benefited the company. Yet the objectionable 

point is that by this act of an individual employee, the company is involved in a breach of 

trust. 



Coming now to the third case, there seems to be no convincing argument against the manager. 

The manager would send his purchase offer to the stockbroker, who, directly or indirectly, has 

a regular flow of salable shares of all the listed companies. This regular flow is caused by a 

variety of factors. Some shareholders need cash for meeting contingencies, some for 

reinvesting in other securities or for speculation and some for psychological reasons. If the 

manager does not move in spite of his knowledge about the future prospects, the flow of 

salable shares will not cease. As regards the manager's position in using advance information, 

we may consider it with the help of the following case examples. 

Mr. X senses the weak position of his company. He anticipates a lay-off of employees. As a 

result, he resigns and joins another company. 

Mr. Y comes to know that the directors have decided to expand business and to open a branch 

in his hometown. Mr. Y arranges to get himself transferred whenever the branch starts 

functioning. 

Mr. Z studies the records of the employees in the company's subsidiary and finds that some 

senior positions are shortly to fall vacant due to retirements, and some others on account of 

probable promotions. He tries for a transfer to the subsidiary, hoping to be promoted early. In 

all the three cases cited above, the employees are reacting to advance information. The 

resignation from the job, manipulations for a transfer to his hometown branch and the effort 

to get transferred to a subsidiary of the company are all aimed at protecting the employee 

concerned from a sudden loss of job, or at availing himself of a better opportunity. Contrary 

to the position of the manager of the accounts department who purchased shares on the basis 

of his official information, X, Y and Z tried to dig out the information, which officially was 

not accessible to them. Apparently, there is nothing objectionable in any of the three cases. So 

how can we object to the act of the manager of the accounts department? 

This was one aspect of the matter. Suppose a situation is likely to arise within the company 

which may be likely to adversely affect the stockmarket position of the company. The same 

manager, or any other insider such as a director, senses this likelihood and starts to dispose of 

the shares of the company he holds. The moral position of insider trading in this case, too, 

apparently remains the same. A simple analysis of the situation involved in all the above cases 

will suggest the use of information which, for some time, was supposed to remain 



confidential. Companies do not generally sign an agreement with the directors, managers or 

other employees to guard all confidential information. Thus, there is no legal restriction for 

them against using this information for their personal gain without inflicting a loss on the 

interests of the company. Morally, no doubt, all of them are supposed to care for it, but they 

are not accountable for their moral lapses, especially when their lapse does not hurt the 

company's interests. Let us now discover how Islam, which rests on absolute ethical values, 

views this and other such situations. 

Islam and confidentiality 

In Islam, confidential information is a trust (amana) and must be honoured. This trust may 

sometimes be contractual, but sometimes implied and understood. A salesperson is engaged 

to deal with the customers and the sale of the merchandise. If the nearby river inundates the 

shop, the salesperson is morally supposed to try to protect not only the merchandise, but also 

all the other goods in the shop. This is so because the whole shop is in his charge as a 

salesperson. This is the implication of trusteeship. A tornado carries away galvanized roof 

sheets from one house to another. This puts an implied trusteeship on the residents of the 

house where the sheets fall. Just as this is a sort of trusteeship of tangible objects, there may 

also be a contractual or implied trusteeship of intangible objects. The source of information 

of a news item may be an implicit trusteeship of an editor/reporter. A detective may claim an 

implicit trusteeship of the information that he collects. The information collected by an 

intelligence agent is a trust and can be passed on to his authorized seniors only. And none of 

them has any right to breach the trust, let alone to make it a source of earning. The Qur'an, 

and the Prophet are very emphatic about honouring trusts: 

"God commands you to deliver trusts to those worthy of them." (4:38) 

"God does not love him who betrays the trust and persists in sin" (4:107). 

"Believers! Do not betray God and the Messenger, nor be knowingly unfaithful to your trusts" (8.27). 

"(The believers have indeed attained true success) who are true to their trusts and their covenants" 

(23:8). 



While most of these Quranic verses apparently deal with the trusteeship of tangible goods, the 

Prophet widened the scope of trusteeship to cover intangible objects, too. He said: 

"An advisor is a trustee (to guard the secret)". 

"The participant in a gathering is a trustee except in three cases: witness of blood (murder or 

injury) which is unjust, of debauchery, and of a dacoity". ̂  

"When somebody speaks to you (in confidence) and retires, it is confidential talk (and not to 

be disclosed)". ^ 

"One who does not honour a trust has no faith; and one who does not honour his 

promise has no religion"." 

"There are three signs of a hypocrite: he lies when speaks; he commits a breach in a position of 

trust..."' 

The Prophet is reported to have himself invoked God's refuge from committing a breach of 

trust, because, as he said, "A breach of trust is immorality". ^ 

The Quranic verses and the Prophet's sayings quoted above emphasise the importance of 

safeguarding others' secrets, whether express or implicit. This automatically excludes using a 

secret for personal gain. These sayings also reject the disclosing of trade secrets, undisclosed 

manufacturing formulae, and all other information that may adversely affect the business 

position of the enterprise. Thus the act of the typist, the disclosure by the purchase manager 

and the purchase or disposal of shares by any other insider is contrary to the Islamic norms 

of safeguarding trusts. 

1. Ibn Maja: Adab, (al-mustashar mumin). 

2. Abu Daud: Adab, (fi naql al-hadith). 

3. Ibid. 

4. Al-Bayhaqi: cf Ashiq Ilahi, op. cit. p.14. 

5. op. cit. 

6 . Nasai: Istiadha, (al-istiadha min al-khayana). 



CHAPTER FIVE 

ON THE ENVIRONMENT 

It seems that consciousness of environmental pollution in the USA and European countries 

has been the core problem that led many to think about business ethics and the social and 

moral responsibilities of business men and corporations. Environmental pollution has been, 

in some degree or other, the creation of human civilization and culture. It started on the day 

when man began to rear dogs, cats and birds within his cottage, and livestock, donkeys, mules, 

horses and camels in the adjacent courtyard. The burning of dry wood in his cottage for 

heating and cooking added to this pollution. It increased when he cleansed his hunted animals 

within his house and invented the tanning of animal skins to make his clothes, tents and water 

buckets. It multiphed when he erected a toilet within the precincts of his house and increased 

when the first man fell ill of an infectious disease and died. All these factors had their effect 

on the environment. 

But human beings and their activities were far too scarce to affect the functioning of the 

natural purifying agents. With a gradual increase in population and civilization, the factors 

that could affect the environment also multiplied. The use of clothing and shoes, the use of 

fats and vegetable oil for illuminating the cottage, the invention of the wheel and its 

accompanying craftsmanship, the discovery of metals and the activities of artisans all 

contributed to adding to the degree of pollution. The Qur'an mentions the erection of a 

protective wall against Gog and Magog some three thousand years ago. This was made of iron 

plates with joints of copper (18:94-96). David and Solomon had large furnaces set ablaze to 

mould copper into weapons, arches, basins, images, large cooking cauldrons, etc. (34:11-13). 

The manufacture of primitive weapons required the ironmonger to keep his furnace ablaze for 

longer and longer hours. Noise created by domestic stone mills, ironmongers, carpenters, 

hawkers, goats, donkeys, chickens and birds combined into a romantic effect which did not 

disturb the community. When Umar, the second Caliph of Islam, felt the need to set up new 

townships in Iraq and elsewhere, he advised his officers to select a place which was free from 



mosquitoes and, thus, suitable for their camels. In this he was thinking of the physical 

environment. In each newly set-up town, a central mosque and a governor's house were to be 

first erected, followed by separate zones for accommodating different tribes. Thus, with an 

increase in population and business activity, the governor's house stood in the centre of the 

town. The governor, after some time, complained to Caliph Umar that his locality had become 

very noisy and messy and sought the Caliph's permission to move some distance away. This 

environmental disturbance was caused by the society. Umar did not allow him to move out of 

easy access to the general public. 

The industrial revolution 

One may cite a large number of instances to prove the degree of sensitiveness to environment 

even of a primitive society. After about a millennium, the industrial revolution, coupled with 

fast increases in population, brought about numerous problems, some of which were: 

concentration of population in industrial towns, increase in employment, incomes, resources, 

facilities of life, the demand for goods and services, replacements of outmoded, and 

sometimes out of fashion, household goods and transport vehicles, and an increase in traffic 

congestion. These factors gave rise to problems in the physical, social, political and cultural 

environment in all industrial societies.The physical environment created the problems of 

pollution and conservation. The social environment created the problem of social values and 

attitudes, disasters involving life and the impact of plant closures. The political environment 

created the problems of arrogant and ambitious trade unions and of an absence of balance 

between rights and duties. The cultural environment created social relationship problems. In 

the early stages of the industrial revolution, these problems were not as seriously felt as they 

now are. At that time, a series of skyhigh chimneys emitting thick black clouds of smoke was 

proudly seen as a symbol of a community's economic growth and power. With the lapse of 

time, and mainly in the aftermath of World War II, characterised by a mammoth growth in 

industries, the pride was now accompanied by a serious concern about its effects on the 

environment. This concern was as much about the visible smoke that the chimneys emitted 

all the year round as about the generation of the hazardous wastes of the plants. All steel, 

paper, hides, textile, chemical, pharmaceutical, sugar, cement, electricity and plastic factories 

and refineries contributed their share to creating this hazard. 



The major environmental hazards are caused by the following: 

1. Industrial and agricultural chemicals. 

2. Gaseous emissions from industries and power houses. 

3. Emissions from road transport and jet planes. 

4. Industrial wastes. 

5. Easily combustible materials that ignite spontaneously. 

6. Highly reactive materials that react with air and water, causing explosion and emission 

of toxic wastes. 

7. Corrosive materials. 

8. Infectious hospital wastes. 

9. Radioactive materials. 

Apart from industrial wastes, which indeed are the major contributors to environmental 

pollution, there are some useful industrial and agricultural chemicals which are potentially 

hazardous. In this respect, mention may be made of chemicals used as refrigerants, and in 

aerosols, fertilisers, pesticides, etc. For example, Freon gas used as a refrigerant, and 

chlorinated pesticides, which belong to the general class of compounds known as 

chlorofluorocarbons (CFCs) and polychlorinated biphenyls (PCBs), are known to affect the 

ozone layer of the atmosphere, which acts as a blanket protecting the earth from the 

ultraviolet radiations from the sun. The ozone-layer depletion was first reported by the British 

scientists working in Antarctica; this fact has since been estabhshed to be a global pheno-

menon. The ozone-layer depletion may result in higher incidences of skin cancer. 

Chemical fertilisers are leached away, seeping through the ground to the underground water, 

thus contaminating the underground water with toxic nitrogen oxides. Chemical pesticides, 

particularly chlorinated pesticides, are not easily degradable: thus the pesticide residues in 

harvested grains, fruits and vegetables enter into human bodies through the food chain, 

affecting their health. These are just a few examples of hazards from otherwise useful chemicals. 

The gaseous emissions from the chimneys of power plants and other industries typically 

contain carbon particles, carbon monoxide, carbon dioxide, sulphur dioxide and nitrogen 

oxides, the actual compositions depending, indeed, upon the nature of the furnace fuels. Road 

vehicles and jet planes emit almost the same type of compounds. These compounds affect the 



environment in different ways: sulphur dioxide gives rise to acid rain, which has a very 

damaging effect on vegetation and buildings; carbon monoxide and nitrogen oxides are toxic 

to human health; carbon dioxide produces what is known as 'the greenhouse effect', which, it 

is feared, will be responsible for global warming, threatening a rise in the sea-level that would 

submerge many low-lying lands of the globe. 

As already stated above, industrial wastes are the major single, contributor to environmental 

pollution. In the USA alone, some 275 million tons of industrial wastes are produced'; the 

twelve countries of Europe collectively produce 35 million tons of wastes. The nature and 

composition of wastes vary widely These wastes can be solid or liquid. The solid wastes from 

steel mills, for example in Sweden, have polluted the off-shore areas around the mills. The 

pharmaceutical industries generally produce toxic wastes, and tanneries' wastes are toxic to 

vegetation and underground water. The disposal of these toxic wastes poses quite a problem. 

Amongst other major hazards to the environment; the radioactive waste from nuclear plants 

deserves special consideration, for its safe disposal seems to be an intractable problem. The 

above account gives only a brief suinmary of man's concern about the pollution of the 

environment, much of which is of his own making, through the industrial and technological 

development of modern times. 

The awareness about environmental pollution is rather a recent development. Most countries 

have set up environmental protection agencies (EPAs) to take care of these problems. It may be 

found that some of these problems have crossed national boundaries and generated debate at 

international forums. It is obvious that zero-level pollution is unattainable; the emphasis is, 

therefore, on setting acceptable limits. This means that industries will be required to (i) improve 

their industrial processes, (ii) recycle their wastes, (iii) develop abatement devices for treating the 

ultimate wastes before disposal and (iv) develop safe methods of disposal. However, we still have 

a long way to go before we may feel comfortable about the state of the environment. The 

unethical practices of waste disposal are presently a matter of concern. According to Miller, 

"proper transportation, disposal, deactivation or storage of hazardous waste is a grave 

environmental problem which is second only to nuclear war" ^ The dumping of toxic wastes in 

less developed countries by offering lucrative returns is also a matter of concern. 

1. Thomas Donaldson and Thomas W. Dunfee: (Ed., 1997), page 208. 



In 1988, officials of Guinea Bissau agreed to bury 15 million tons of toxic waste from European 

tanneries and pharmaceutical companies. The companies agreed to pay about $120 million, 

which was only slightly less than the country's entire gross national product. In 1987, five 

European ships unloaded toxic waste in Nigeria containing dangerous poisons such as 

polychlorinated biphenyls, or PCBs. Workers wearing thongs and shorts unloaded the barrels 

for $2.50 a day and placed them in a dirt lot in a residential area in the town of Koko. They 

were not told about the contents of the barrels.^ 

Companies in the US have been responsible for sending large quantities of hazardous waste 

to Mexico. Although Mexico only accepts hazardous waste for recycling which is referred to as 

"sham recychng", there are numerous reports of illegal dumping incidents." The President of 

Sierra Leone rejected a plan by a Colorado firm to export milhons of tons of hazardous' 

chemical wastes from the USA for processing and disposal in this West African nation. 

In the above lines we have briefly focussed on the nature and the extent of environmental 

pollution and a few instances of immoral ways of disposal of hazardous wastes. There is, 

therefore, a need for creating greater consciousness among all nations on environmental 

issues, creating thereby a much more vocal pubhc opinion in favour of implementing EPAs' 

regulations. The environmental protection agencies of individual countries must also be 

realistic in developing and implementing safety standards: we need a safe environment, but 

not the closure of industries and a return to the primitive stage of civilisation. 

Western authors on business ethics have dilated on the subject at great length, from which we 

have reproduced only a few points. As already stated by us, this is a most crucial issue, that has 

forced governments, philosophers and reformers to review free trade and market mechanism 

concepts in all business activities. 

2. Beauchamp, Tom L, and Bowie, Norman E: (Ed. 1997), page 225. 

3. James Brooke, "Waste Dumpers turning to West Africa", The New York Times, July 17, 1988, pp. i& 7, c.f., 

Donaldson and Dunfee, Vol. 1, (1997). 

4. Ruth R. Faden and Tom L. Beauchamp, "The Right toRisk information and the Right to Refuse Workplace 

Hazard", c.f, Beauchamp and Bowie (1997). 

5. Henry Shue: "Exporting Hazard" in Donaldson and Dunfee, Vol. 11,(1997) page 141. 



The Islamic Position 

Here our main focus is to discover how Islam deals with the problems of the environment. In 

Islam, the primary sources of law are the Qur'an (the Divine Scripture) and the Sunna, or 

Hadith, (sayings and behaviour of the Prophet Muhammad). At the beginning of this chapter, 

we claimed that the environment, as we understand it today; was no problem in a primitive 

society. We do not find any direct reference to matter in the Qur'an. It would be far-fetched to 

deduce any such thing from Quranic verses like the following: 

"Corruption has become rife on land and sea as a consequence of mankind's misdeeds ..." 

(30:41^-

The genre of the Qur'an has been to address the people according to their understanding and 

intellect and the available milieu. The Prophet has, however, laid down a general principle of 

redressing harm, which the early jurists have worked out to cover all situations in which there 

is a conflict between harm and benefit. The Prophet is reported to have decreed, "Harm and 

counter-harm are not allowed"®. This decree is treated as a pillar of Islamic law and provides 

a guideline to regulate the entire economic and financial system. In order to meet conflicting 

situations, the early jurists have expanded the apphcation of the basic rule with the following 

legal maxims: 

1. "Harm is to be repelled". 

2. "A harm is a harm even though it is ancient". 

3. "Harm is to be repelled to the extent possible". 

4. "Harm is not redressed by another of the same kind". 

5. "A greater harm is to be repelled by (enduring) a lesser harm". 

6. "To repel a public harm, a private harm is preferred"^ 

6. Ibn Maja, Sunan, Kitab al-ahkam (man bana fi haqqihi...). 

7. For all these legal maxims, see Majalla al-Ahkam al-Adliyya, Reprint Karachi, n.d. Articles 20, 7, 21, 25, 27 and 

26 respectively. 



Maxim 1 above is treated to be the basis of the laws of option, inhibition, return of defective 

merchandise, preemption, requittal, compensation, indemnity, etc. 

Before we discuss maxim 2, it will be pertinent to mention that a legal maxim recognizes 

antiquity in the following words: "Let the ancient rest on its age", or, in other words, "What is 

from time immemorial will be kept in its ancient state'? The applicability of this maxim is 

superseded by maxim 2, which is applicable to a large number of cases, some of which may be: 

If an age-old canal is causing water-logging and salinity, it would not be allowed to flow 

simply on account of previously held rights. In a case where a well has become dangerous to 

the neighbouring population, it will be filled up, even though it is very old. The government 

may ban cycle rickshaws where these are found to seriously impair the health of the rickshaw-

pullers or where they have become a nuisance to traffic. The government may also ban fishing 

from boats in high seas on account of the high risk in cases where motor-operated boats are 

available. If an age-old workshop is found to have become noxious, the government can order 

it to be shifted from a densely populated area. 

Maxim 3 provides us with a guideline to adjust our policies in those situations which, 

although lawful, are fraught with risk or harm. Automation would, in the long run, lead to 

unemployment. Industrialisation may, among other factors, lead to pollution of the environment 

and overcrowding. Public expenditure on social overheads and infra-structure may have an 

inflationary effect. These risks or damages do not suggest that the efforts towards 

industrialisation and economic development should be discontinued. What the rule amounts 

to is that these efforts should continue with a serious effort to minimise the adverse impacts 

as far as possible. The next three maxims present the practical guidelines. 

According to maxim 4, the Islamic law of sustenance binds a person to provide to his kinsmen 

if they are struck by hunger or want. But enforcing this requirement on a pauper who has a 

single meal a day would merely transfer the harm from one person to another. This would be 

tantamount to redressing the harm done to one person by inflicting a similar harm upon 

another. This is not recommended. Similarly if a buyer gets a faulty article, he is given the 

8 . Majalla, op. cit., Article 6. 



option to return the same. But if the purchased article has developed a similar fault while in 

the possession of the purchaser, he will lose his option to return the goods because, in this 

case, in order to protect himself from harm, he would also be harming the seller. 

The maxim also hints at an important criterion for policymakers whether in government or 

in a business organization. It is not lawlul for persons in authority to rob someone or a group 

in order to benefit some other person or group. Likewise, it may not be acceptable to irrigate 

some farms by drying up some other farms. It is not allowed for an employer to throw out 

some of his employees in order to accommodate some others. 

Maxim 5 provides a guideline of strategy to endure a minor harm in order to counteract a 

major harm. For example, if a customer loses his coin in a slot machine, his coin may be 

allowed to go to waste rather than dismantle the machine, which has much greater value than 

the coin. 

But if a very expensive piece of jewellery is lost in a less expensive washing machine in a 

laundry, its recovery should be made even though the machine is damaged. 

The last maxim refers to the case of conflict between a particular harm and a general harm. 

The Islamic system is inclined to free-market operation and, under normal conditions, is 

disinclined to price regulation. But if traders manipulate the market arid reap exorbitant 

profits in such a manner that the interest of the consumers, i.e., the general public, is seriously 

jeopardised, the government is justified in regulating prices or profits to protect the interest of 

consumers. This is so because the interest of the general public is more important than 

securing the traders' interest. It is this rule that also guides toward a choice among alternative 

uses of economic resources. 

The Hadith (Prophet's decree), as reproduced above, along with the legal maxims serving as 

procedural details of the decree, lays down the following rules that are relevant to our 

discussion: 

A harmful act is prohibited. If such an act has already been committed in the past, it would 

not be allowed to continue. If the harmful act has also benefits which outweigh the harm, the 

element of harm will be eliminated in such a way that this elimination does not cause a bigger 



harm or an equivalent harm. An attempt should be made to confine or reduce the 

repercussions of harm. As a corollary to this, an act which is harmful and has no social benefit 

should be discouraged. With this criterion in view, let us now examine the issue of controlling 

environmental pollution in a way which is compatible with Islamic logic. 

In addition to the legal position outlined above, the Prophet's practice and the precedents that 

the succeeding rulers set out also provide us with an outline of Islamic policy about business. 

The Prophet himself visited trading centres to check that businessmen did not violate moral 

limits. The Prophet's successors not only continued the practice of personal inspection and 

monitoring, but also appointed monitors (muhtasib) who not only monitored the observance 

of ethics by businessmen, but also ensured that the visitors and the shopkeepers did not 

behave in a way that could be hazardous. Visitors/customers were not allowed to leave their 

ride-animals at a place which could obstruct easy access to shops or which could spread 

excreta. (For details, see chapter on Monitoring and Surveillance). 

As regards the legal logic, a study of early history will reveal that this simple logic has, 

consciously or unconsciously, been the practice of every community in all those situations 

where a choice had to be made between harm and benefit. They were used to weigh the pros 

and cons of an act and then decide whether the same should continue. They would never ask 

their washerman to stop washing the clothes of the community in the nearby pond or to erect 

a separate pool for his job. If he stopped washing, the community would be deprived of 

laundry facilities. If he agreed to erect a pool at a distance from the pond, he would charge the 

cost of construction to the customers who might not agree to it. As a result, the community 

would tolerate the loss of marine life and scenic beauty of the pond where the clothers were 

washed. At that time they did not know the effect of this dirt on the potability of the water. 

This was one example of decision-making by weighing harm against benefit. 

The example cited above reflected a community's behaviour in regard to a primitive mode of 

service. Later on, the development of this mode was not as much revolutionised as China's 

technology of manufacturing paper. This, and later inventions and discoveries, even though 

made by individuals or small groups, are not treated exclusively as the property of the inventor 

or the discoverer. The Chinese may be proud of discovering the manufacture of paper, but that 

discovery benefited the whole of humanity. Any community that discovered coal beneath its 



soil celebrated the discovery, but the knowledge of its uses wras not confined to that 

community. Man joyfully used paper and coal, remaining, for a time, unaware of the problem 

of waste and its emissions. Just imagine the jubilations over the invention of the first 

locomotive engine. Could anybody in the world conceive of the environmental repercussions 

of its fuel in the future, when millions of locomotive engines, burners, ovens, furnaces and 

power generators would be consuming mineral coal? Now the benefits from the manufacture 

of paper and from the use of coal claim a price from every community that wants to 

manufacture or use it. And the price that it claims is in terms of disposal of the sludge from 

paper mills and protecting the environment from the gases that the use of coal emits. The 

sludge that the paper mill discharges in the nearby pond or river is harmful. The gases that the 

use of mineral coal emits out are hazardous. 

How will Islamic logic be appUcable to the above phenomena? We can analyse this situation 

by the following points: 

a. If a productive process is fraught with harm and is hazardous to the environment in a way 

which outweighs its benefits, it should not be allowed to continue. 

b. If the productive process also has benefits, we have to see how much its discontinuation will 

affect the community. If the communi ty will undergo serious hardship by its 

discontinuation, production will not be discontinued, but attempts will be made to 

eliminate the harmful element. If it is not possible to eliminate it entirely, efforts will be 

made to minimise it as much as possible. 

c. If the product is benefiting a small section of population, but the hazardous effect of the 

process is general, there is no sense in continuing such production. 

d. If the process of production is hazardous for the manufacturers and also for the consumers 

of the product, it should be discontinued forthwith. An example is the production of 

asbestos, which is wellknown to increase the risk of lung cancer. 

e. There are some products whose consumption has a very hazardous effect on health and the 

environment. An example is smoking cigarettes and using narcotics. Factories that prepare 

such products have no place in an Islamic framework. 



The question now arises as to who should bear the cost of applying the devices for reducing, 

controlling or confining the hazard. But before coming to this question it is necessary to 

distinguish between different levels of environmental pollution. The generally known and 

discussed level has been the one generated by large-scale manufacturing units and 

laboratories. But in a large number of developing countries, where the rate of literacy and 

civic sense are at a very low level, even small-scale retail and service units are responsible for 

generating pollution. Thick clouds of smoke spread by transport vehicles along the roads, 

coupled with intolerable noise by horns, hooters and sirens, are a threat to the environment. 

All roadside restaurants and food, fruit, vegetable, and fresh juice shops and grocery stores 

throw their wastes on the roadside where they operate. This is further worsened by auto 

service stations and auto workshops, which spread oil and grease along the road and footpath 

Sometimes these shopkeepers dispose of their waste in the nearby open sewerage line, leading 

to a blockage of the line and an overflow of noxious substances. 

The distinction made above classifies the sources of pollution into two categories: the one 

which has a vast national- or multi-national effect, and the other which caters for a locally 

limited circle of consumers. As regards large-scale manufacturers, literature on business ethics 

in the West has taken it for granted that the moral responsibility to deal with the problem of 

environmental pollution lies on the corporation which has generated it. The counter-

argument may be that this pollution is an external diseconomy. The cost of this diseconomy 

should be borne by those who benefit from external economies. If the former argument is 

accepted, the adoption of devices of disposal and control will have to be left, and has been left, 

to the corporations. 

A few examples of how these corporations managed to discharge their duty, with the 

acquiescence or connivance of their respective governments, have been given above. Can such 

an insalubrity be allowed to continue? Let us suppose some governments are alive to their 

moral responsibilities to other communities of the world. How can they guarantee that the 

powerful corporations in their jurisdiction will faithfully comply with government 

regulations? Even if some Western countries succeed in doing, so how can it be practicable in 

other countries, mainly the developing countries. Moreover, who will guarantee that these 

corporations, rather than curtailing their rate of profit, will not pass on the additional cost to 

the consumer? In the USA, an Environmental Protection Agency estimate puts the total cost 

of regulatory programmes from 1970 to 1990 at $1.4 triUion, and the cost for a ten-year period 



ending in 2,000 at $1.6 trillion (in constant dollars)^ The amount is colossal, even by US 

standards. If this is spent by business corporations but passed on to the consumers, there will 

be no sense in leaving it to them and relying on their sense of social and moral responsibility. 

But if the business corporations are compelled to bear this burden, this will reduce their rate 

of earning, which is the only incentive to invest in business. This may lead to plant closures, 

disinvestment and flight of capital, unemployment and adverse balance of payments to 125 

bilhon a year.'" Even if some Western countries could manage the situation, this will be 

impracticable for the developing countries for a variety of reasons. As a result, imposing the 

entire burden of regulating and controlling pollution on the corporation may result in a 

situation that may be harmful to the whole community. The conclusion is that there should 

be a via media between the two extremes. The burden should be shared partly by the 

corporations, but largely by the community (public exchequer). How this 'partly' and 'largely' 

will be determined involves intricate technicalities and should be decided jointly by 

government, representatives of corporations and environmental engineers. 

As regards the mess being created by small-scale retail and service units, it is for the local 

government authorities to teach and force the business units to ensure a clean environment. 

The authorities should also organise recycling facilities and provide incentives to these units 

to collect and pack their waste for supply to recycling plants. Removing an object from the 

path that is harmtul to the public is associated with deliverance in the Hereafter. The Prophet 

is reported to have said: "Removal of a harmful object from the path is a virtuous act 

(sadaqa)." According to another version, the Prophet is reported to have said: "A man came 

across a thorny bush along the way, which he removed (to clear the path). God forgave him 

(his sins)".'^ 

9. James Lis and Kenneth Chilton: "Limits of Pollution Prevention", Society 30 (March-April 1993): 50, cf. Shaw 

and Berry (1995), P- 535-

10. Business and Society Review 78 (Summeri99i): 65, cf. Shaw and Ba:rry(i995),p.535. 

11. Bukhari: Mazalim, (imatat al-adha). 

12. Tirmidhi: Al-Birr wa '1-Sila; (ma jaa fi amatat al-adha). 



CHAPTER SIX 

MONITORING AND SURVEILLANCE 

The faithful observance of the letter and spirit of the ethical values that the Qur'an and the 

Prophet laid down depends on the firmness of the behef in God and in the concepts of 

Resurrection and in Reward and Punishment in the hereafter, which are, in fact, the primary 

motivating force. Material fears and temptations, love and affection, subjectivity, expediency 

and miscalculations affect the degree of belief and lead man to falter. At this stage, social 

pressure, which acts as a secondary motivating force, is exerted. According to the Qur'an, it is 

the duty of all Muslims to enjoin others to maintain good conduct and forbid them to indulge 

in misconduct, just as it was the duty of the People of the Book before them: 

"You are now the best people brought forth for (the guidance and reform of) mankind. You 

enjoin what is right and forbid what is wrong and believe in God". (3:110) 

"They (the People of the Book) believe in God and in the Last Day and enjoin what is right 

and forbid what is wrong, and hasten to excel each other in doing good. These are among the 

righteous". (3:114) 

The Qur'an further claims: 

"The believers, both men and women, are allies of one another. They enjoin good, forbid evil, 

establish prayer". (9:71) 

"(God will certainly help) those who, were We to bestow authority on them in the land, will 

establish Prayer, render the Poor-Tax, enjoin good and forbid evil. The end of all matters rests 

with God". (22:41) 



The Prophet has also warned that if somebody witnesses evil he should try to stop it by force: 

if he cannot do this, he should denounce it with his tongue; if he cannot do even this much, 

he should develop hatred against it.' If a substantially large number of people determine to 

forbid evil, their social pressure may often be effective. But there are physical, legal and moral 

limitations to this pressure.^ It is here that public monitoring and surveillance, backed by 

formal legal authority and force, are instituted. The Qur'an lays down: 

"And from among you there must be a party who invite people to all that is good and enjoin 

the doing of all that is right and forbid the doing of all that is wrong. It is they who will attain 

true success". (3:104) 

The words appearing in the Qur'an to connote the sense of good and bad/wrong are maruf 

and munkar respectively. Literally, the term maruf means wellknown and munkar implies 

abomination.' All virtuous acts which the Qur'an and the Prophet have prescribed are 

imperatives. Those which these sources have condemned are banned. Yet there are many acts 

which the Qur'an and the Prophet have not touched upon. The setting up of Red Cross 

services, coffin-carrier services, running charitable dispensaries and hospitals, poor houses, 

free schools, libraries and coaching centres are applauded by the public and are to be termed 

maruf Similarly, activities like smuggling, tax evasion, piracy of copyright and trade marks, 

forging, unauthorised printing of currency notes, drug trafficking, hunting for fun, jumping 

a queue, etc., though not mentioned in the Qur'an or by the Prophet, are universally detested 

by the public and come in the category of munkar. 

In order to ensure that maruf and munkar are dealt with as they deserve, the Qur'an enjoins 

Muslims to select a group of persons to devote themselves to perform this duty. In the early 

Islamic period, this organisation was known as hisba (lit. accountability) and headed by a 

muhtasib, or 'monitor'. Its function was to encourage and help people to observe Islamic 

1. op. cit. 

2. Al-Mawardi has enumerated the limitations that an individual would have to face in forbidding evil if not 

backed by government. 

3. According to Al-Ghazzali, (2,462) a munkar is distinguishable from a sin and implies an act which, legally, is 

not accountable, but is known as bad. 



tenets and rituals and, in particular, to ensure and facilitate a healthy environment in public 

places, mainly shopping centres. A person having a good character and reputation and 

possessing sound judgment was qualified to be a 'monitor'. A weakness appearing in these 

qualities could disqualify him for the office. 

There are many stages in the performance of the functions of monitoring:'' 

First comes the prohibition of unlawful acts; secondly, admonition; and thirdly, prevention. 

Deterrence refers to future actions, punishment to what is past, while hindering refers to 

immediate acts in the course of their commission. Individual members of the public are 

allowed only to hinder such acts. Anything further is the prerogative of the monitor appointed 

by the ruler. 

Functions of the monitor ( muhtasib) 

The monitor's department has been responsible for performing all those functions which are 

now performed by a number of departments. Some of these functions are looked after by local 

bodies, some by the health department and some by commerce, labour and police 

departments respectively. In the early days, this department was supposed to look after quality 

control, professional honesty and reHability, hygiene and sanitation, professional competence, 

control of intermediaries, decency and manners, flow of traffic and other miscellaneous 

functions. This department set out standards of ideal service and workmanship in different 

trades and professions. It was also supposed to protect the rights of service-providers, traders, 

craftsmen, customers and visitors. In addition to these duties, it was also supposed to ensure 

efficient service by some public utility projects that benefitted the population. 

4. In the following lines, we have reproduced the gist of Chapter 20 of Al-Mawardi's book entitled Al-Ahkam al-

Sultania (Urdu translation by Syed Muhammad Ibrahim, 1931) and the main points of Ibn Al-Ukhuwwa's book 

entitled Maahm Al-Qurba fi Ahkam al-Hisba, (Enghsh translation by Reuben Levy, 1938). The books, though 

written in suggestive style, are, in fact, retrospective. 



The establishment of the institution of monitoring and surveillance dates back to the 

Prophet's time. The functions of the department of the monitor (muhtasib) expanded with 

growing urbanisation, changes in techniques of production and trade and the declining moral 

standards and civic sense of the population. ̂  

Quality control 

This function involved not only monitoring the quality of flour supphed by millers, but also 

the quality of cooking in hotels and workmanship by craftsmen. The duty of the monitor was 

to ensure that millers did not mix up fresh grain with aged and superior with inferior, nor did 

they mix any other grain, such as chick peas, with it. He prevented milling on the worn parts 

of the millstone. He was supposed to pay heed to substances used for adulteration of bread 

and to see that no dough should be baked until it had risen and be withdrawn from the oven 

only after it was well-baked, but not burnt. He also stopped the cooks from fraudulent 

practices in cooking dehcacies and sweets. It was also his duty to ensure wholesome cooking 

of different dishes by using cleanly-cut vegetables and fine spices, and to see that fish was 

baked separately from bread. He insisted upon the thorough cleaning the carcass before 

baking. The standard for checking a fully-baked carcass was to weigh the carcass before it was 

placed in the oven and after it was removed. If cooking was complete, there would have 

occurred a diminution in weight of a third. He also saw that cookshops did not supply 

overmuch fat and little meat. 

The monitor also prescribed high quality standards for match-makers, fan-makers, 

besommakers, pitch-sellers, water-carriers, coppersmiths, blacksmiths, goldsmiths, tailors, 

repairers, fullers and cap-makers, silk-makers, dyers, cotton spinners and weavers, and shoe-

makers. He compelled money-changers to stop using counterfeit coins. 

For a brief historical account of the institution, see this writer's book entitled Economic Functions of an Islamic 

State (The Early Experience), (1991), pp. 78,128,316, 336. 



Professional honesty and reliability 

It was the duty of the monitor to make a surprise check of the traders to ensure that they were 

using only standard weights and measures as fixed by the government. He was supposed to be 

aware of the fraudulent practices that traders used in weighing and measuring. He was also to 

ensure that mill owners regularly supplied sufficient flour to bakers so that the latter had no 

excuse to raise the price of bread on grounds of the scarce supply of flour. The monitor also 

tried to forestall a possible conspiracy by timber merchants to unjustifiably increase the prices 

of their products or by sawyers to enhance their wage. He would also thwart the conspiracy of 

masons to patronise sub-standard material prepared by gypsum-makers and lime-burners He 

exercised similar precautions to ensure honest and reUable workmanship by bucket-makers, 

launderers, carpenters, sieve-makers, oil-crushers, tanners, leather-bottle-makers, felt-makers, 

reed-mat makers, straw sellers, and sellers of timber and sawdust. 

The monitor impressed on traders of eaithenware and pottery, potters and porcelain-makers 

needle-makers and spindle-makers that they should observe honesty and be fair to the 

customers. He took special care to ensure that those who delivered goods to houses should be 

honourable and trustworthy, for they entered men's houses and conversed with their children 

and female slaves. An interesting and important point that the monitor would not neglect is 

that the dust that the goldsmith acquired during workmanship belonged to the public and 

could not be bartered. This was to be given as charity, as its owners could not individually be 

located. 

Hygiene and sanitation 

It was the monitor's job to see that water-suppliers kept a number of clean glasses with which 

to serve the customer. He paid special attention to the sale of fish and meat. Stinking fish was 

not allowed to be sold. He also taught methods of protecting fish from stinking. The slaughter 

of animals was allowed only in the slaughter-house, not outside the butcher's shop. The latter 

could befoul the road with blood and dung. Butchers were urged to thoroughly wash their 

shops after the sale was over. The monitor also ensured that ovens were plastered with clean 

soil and pure water. The bakers were stopped from kneading with feet or elbows. The kneader 

was required to veil his face to avoid his sweat falling onto the floor. Arrangements were made 



for a person to drive away flies with a fly whisk. Kneading troughs were required to be 

thoroughly washed every day and covered with straw mats. Carefully cleaning the grain before 

grinding was made necessary for the millers. The monitor also stopped the shopkeeper from 

sweeping refuse into the passageway, scattering fruit skins and sprinkling water, which caused 

slipperiness. 

Professional competence for certain trades 

There were certain professions which a person could not be allowed to enter unless he was 

skilled and proficient in them. The monitor examined the bone-setter's knowledge about the 

number and location of different bones in the body. Oculists were also examined for their 

knowledge in their field. He issued a licence only to a qualified ocuHst and prevented the 

knaveries of roadside quacks. He also took an oath from the physicians and ensured that they 

did not violate moral and cultural limits while examining the patient and visiting his/her 

house. He bound the physicians not to suggest or help with prescriptions, remedies or devices 

that violated religious values. They were also required not to prescribe anything for the patient 

that induced abortion, nor anything that prevented procreation. It was also the duty of the 

monitor to test the phlebotomist for his knowledge of the anatomy of the organs and the 

situations when bleeding was not allowed. He stopped the farrier from working if he did not 

possess a good knowledge of it. If a knave caused injury to the animal, the monitor punished 

him and asked him to make good the loss. He kept a special watch on all those professions 

which involved the customer's physical or moral development or existence or trust or 

misappropriation or loss by misuse or by mishandling of one's possessions. 

Thus, while he had to prevent medical practice by quacks, he also prevented teaching by 

unsuitable persons. On the former depends the life of the patient; on the latter the moral 

development of the child. The monitor prevented dishonest goldsmiths, weavers, washermen 

and dyers from doing business. He also notified people about this ban in case they were found 

misappropriating the trust which the customers had reposed in them. He would also prevent 

unskilled mechanics and masons undertaking anybody's work. If such a mechanic or mason 

damaged a person's article, the monitor compelled him to indemnify the owners. 



Controlling intermediaries 

Intermediaries played an important role between the buyers and the sellers. They operated in 

the sale of general goods, property and estate, livestock and slaves. It was the duty of the 

monitor to give a licence to brokers only after verification of their character, because they were 

in charge of peoples' goods. They were required to sell at seller's price but not more, and to 

charge commission only from the seller, not from the buyer. The monitor kept an eye on 

fi-audulent practices of brokers. He required the property and state brokers to ensure that the 

property was clear of all encumbrances, that ownership of the property was not doubtfril or 

disputed and that the same did not belong to a minor. It was the obligation of a broker to 

accept the highest bid. In the case of brokerage in animals and livestock, the broker was 

required to record the particulars of the seller, lest the animal should be defective or stolen. 

The broker was not supposed to claim anything about the animal. In the case of brokers who 

dealt in slaves, houses and animals, only those were allowed to operate whose integrity and 

chastity could be verified. The broker of slaves had to ensure that the seller was not selling a 

free man. 

Decency and manners 

The monitor ensured that decency and manners were observed by individuals and 

businessmen in all their deahngs with one another. This was to be visible along passages, in 

apartments and in bath houses. Behaviour with labourers and pack animals required leniency. 

The monitor did not allow males to sit in the passages used by ladies. It was considered to be 

bad manners if somebody peeped through his top window at his neighbours. It was the duty 

of the monitor to inspect public bath houses (hammams) frequently. These were not to be 

decorated with pictures. The owner was required to cleanse the supply tank every day of all 

impurities that gathered from water channels, and also to remove each month the slime which 

settled at the bottom. He was also required to use frankincense for fumigation twice a day. 

Shoe-makers and felt-makers were not allowed to wash any felt or leather in the bath houses. 

Decency was ensured in the supply of robes, drinking water, razors and other services of the 

attendants. An excess of water was not allowed to be used for baths. The monitor was on the 

watch to ensure that the labourers were not underpaid, nor were they allowed to overcharge 

the customer. He could rebuke and intimidate one who exploited another. He also watched 



that animals were not overloaded, nor was anybody allowed to keep the pack animals standing 

with loads on their backs. Animals employed for grinding in the mills were required to be 

given rest each day and night and none was employed to grind more than a reasonable 

quantity of grain at a time. The monitor investigated and verified the character of those men 

in the market who dealt exclusively with ladies. No flirt was allowed to conduct such business. 

Flow of traffic 

The purpose of paths and passages has always been to ensure a safe and smooth flow of 

human and animal (pack and ride) traffic. It was the duty of the monitor to see that 

encroachments were not made to thwart this flow. He prevented the extension of shops and 

the spreading of merchandise along the road, projections stretching into the passages, having 

water spouts projecting from walls or roofs, or digging soaks-pit along the passage if these 

disturbed the uninterrupted flow of traffic. Similarly, the construction of a platform in front 

of the house, pitching poles or laying roofs thereon, heaping grain, or piling up loads along 

the way that hindered smooth passage were not allowed.*^ Traders were not allowed to set out 

seats or benches beyond the line of pillars supporting the roof of the shopping centre in such 

a way as to obstruct passers-by. The prolongation of porches and side-buildings and the 

planting of trees were forbidden. The tethering of animals was forbidden except as required 

for alighting and mounting. The monitor also prevented the carriage through the market of 

loads of wood, bales of straw, water skins, and baskets of dung, reeds or thorny bushes, which 

could cause damage to peoples' clothes. These could be allowed to pass only if there was no 

other way. 

Other functions 

The monitor did not allow fake businesses and deceptive techniques of earning. He prevented 

astrologers, occultists and similar roadside performers from attracting and deceiving the 

public. He was to ensure that the roofs of the bakehouses were high enough to have a vent for 

smoke. He prevented the overloading of boats in case they should capsize and drown the 

6. Ghazzali, 2,483. 



passengers. The monitor, although he was not authorised to fix prices, could compel the 

hoarders of food grain to bring out their stock. He had the authority to compel defaulters to 

repay their debts if the lender complained to him. If the monitor's orders were defied, he 

intimidated and warned the offender. If the offender still refused to comply with him, he could 

call for the pohce force to punish him.^ However, his authority to punish the offender rested 

on the express delegation of such a power by the government. An important duty of the 

monitor was to keep public goods in serviceable condition. It was his duty to employ staff to 

sweep away rain-water and mud from the streets. If he had funds at his disposal, he was 

supposed to clear closed canals, rebuild the collapsed walls of a city and support stranded 

wayfarers. He also looked after the widening of roads, making of footpaths, making 

arrangements for the disposal of soHd waste and regulating sewerage systems if his budget 

allowed for all these jobs. 

What more the monitor would have to do is summed up by Ibn Ukhuwwa at the end of his 

book in the following words: 

"Judge in these matters by your own authority and act as your knowledge guides you. To 

maintain silence in the face of bidaa (innovation, translated by the editor as heresy) is to 

acquiesce in it, and to fail to denounce it is to command it to be committed. Let your actions 

be for the sake of God." 

7. Ghazzali (2,474) is in favour of a monitor having authority to use force and punish an offender, but not to the 

extent of kilhng him. 



CHAPTER SEVEN 

THE MOVEMENT OF BUSINESS 
ETHICS IN THE WEST 

A study of the literature of business ethics in the West reveals the same horrible facts of 

business immorality as are also common in most of the developing countries of the East. The 

only difference between the two is that the West, with its rigid regulations and efficient 

administrative machinery, can manage to keep it within certain Hmits, while the developing 

countries have few regulations and a corrupt administration. There is another interesting 

difference, too. The West witnessed this situation because it practised the economic 

philosophy it professed, but the developing countries of the East faced this situation because 

they abandoned what they professed. The East, the cradle of all the known Prophets and the 

bearer of Scriptures has ironically sunk into the depths of immorality. 

Business is but a branch of economic life. If the science of economics is bereft of ethical values, 

the branch cannot be expected to bear ethical fruits. Efforts to superimpose business morality 

may not bring about a reliable change. Such patchwork ethics would simply be relative to ever-

changing situations. In modern moral philosophy, the predominant systematic theory has 

been some form of utilitarianism. This theory was propagated by economists such as Adam 

Smith, Bentham and J. S. Mill. The later generation of secular economists followed Adam 

Smith's guiding principle of self-interest free of moral limitations. According to this principle, 

our regard for our own interest provides an adequate motivation for exchange. Whatever 

Adam Smith upheld in The Theory of Moral Sentiments was meant for moralists and 

philosophers, not for economists, nor for businessmen. The governments of capitahst 

countries are proudly following the same track. Traders and manufacturers were encouraged 

to continue their unethical conduct by their governments' commitment to uphold and protect 

unbridled freedom and the free-market principle. As a matter of fact, the governments 

themselves became smeared with their immoral behaviour. 



Who can forget the US government's role in conniving at a deal made by A.H.Robin 

Company, manufacturer of the Dalkon shield, with the Office of Population within the US 

Agency for International Development (AID), whereby AID bought thousands of devices at a 

reduced price for use in population control programmes in forty-two countries? The dangers 

of this intrauterine device were well-documented. It could cause pelvic inflammation, blood 

poisoning, pregnancies resulting in spontaneous abortions, tubal pregnancies and uterine 

perforations. USA-made agricultural pesticides such as DDT, Dieldrin, Heptachlor and 

Endrin are prohibited by the US Environmental Protection Agency for use in the US. But no 

law prohibits their sale overseas. DDT and Dieldrin kill fish, cause tumours in animals and 

build up in the fatty tissues of humans. According to one estimate, American chemical 

companies export about lo to 12 million pounds of banned and withdrawn pesticides.' 

In 1977, The US Consumer Product Safety Commission (CPSC) banned the sale of fire-

retardant children's pyjamas on the ground that the flame-retardant chemical used in the 

product had been found to cause kidney cancer in children. The entire stock of the killer 

pyjamas was exported to overseas markets. Overseas markets were also made the target of 

450,000 baby pacifiers of the type known to have caused choking deaths. Stocks of wheat and 

barley treated with a US-banned organic mercury fungicide were exported to Iraq and killed 

400 in addition to 5,000 victims who were hospitalised. Winstrol, a synthetic male hormone 

that had been found to stunt the growth of American children, was exported to Brazil as an 

appetite-stimulant for children. The Environmental Protection Agency forbade the sale of 

weedicide, Galant, to US farmers because it could cause cancer. This was exported to Costa 

Rica. The US Food and Drug Administration banned the painkiller dipyrone because it could 

cause a fatal blood disorder, but the manufacturer found its market in Mexico City. In 1969, 

the Food and Drug Administration of the US banned cyclamates, a popular sweetening agent, 

because it was found to contain an unacceptable level of risk to the public. The manufacturer 

marketed the stuff in Germany, Spain and other countries where it was not banned.^ 

1. In 1986, The World Health Organisation reported that pesticide cause an estimated 20,000 deaths and as many 

as one million acute poisonings each year. 

2. Shaw, Wilham S. and Barry, Vincent (1995), pp. 28-30 (for all cases). 

3. Beauchamp and Bowie (19), page 655. 



Ciba Geigy produces Entero-Vioform for dysentery, which is meant for export only because it 

is banned in the domestic market. The medicine is associated with bhndness and paralysis/ 

In the above lines, we have cited only a few instances of the results of the menacing principle 

of free trade. It will not be out of place to reproduce one more example of the apphcation of 

the same principle. Nestle is known to be the world's largest food company, commanding an 

international market for its infant formula. Controversy began to heat up in 1970 at a United 

Nations-sponsored meeting on infant feeding. The Director of the Caribbean Food and 

Nutrition Institute claimed that millions of infants suffered and died as a result of bottle 

feeding. A major reason was that Third World mothers could not take the sterilization and 

storage precautions commonplace in homes with modern kitchens. In 1977, the Infant 

Formula Action Committee (INFACT) was formed which focussed its indignation on Nestle, 

the largest producer of infant formula worldwide. INFACT instituted an international boycott 

against the Nestle Company, charging it with aggressive marketing tactics designed to pressure 

mothers in underdeveloped countries to switch from breast-feeding to bottle-feeding, thus 

contributing to a high infant mortality rate. In May 1981, the World Health Organisation 

adopted a "Code of Marketing of Breast Milk Substitutes", which called on governments to 

prohibit advertising of infant formula in a way that discourages breast-feeding. Of the 119 

WHO members who voted, only one voted against it. This opposition vote was cast by the 

United States, which invoked the principle of free trade and free speech. US President Regan's 

Deputy Secretary said, in effect, that WHO had no business telling private business how to sell 

its product . 

Another similarly interesting story: 

There had been a prolonged controversy over the safety of the artificial sweetener aspartame, 

which is also used in carbonated beverages such as diet Coke. In 1974, The Food and Drug 

Administration approved aspartame as a food additive. This approval raised a protest, which 

led to the suspension of its approval. The protest was based on the results of animal 

experiments conducted at Washington University and revealed that aspartame could damage 

the brain, especially in infants and children. Searle, the manufacturing company, turned down 

the charges on the basis of its own experiments, which proved its safety. 

4. Shaw and Barry, op. cit. pp. 227-28. 

5. Shaw and Barry, op. cit., pp. 227-230. 



As a result The Food and Drug Administration Commissioner appointed a taskforce 

comprising of six scientists to examine Searle's experiments. The task force's conclusion behed 

Searle's safety claim. Searle, now under pressure, enlisted the services of Universities 

Associated for Research and Education in Pathology (UAREP), which works under contracts 

and grants for paying clients. Under the terms of the agreement, the researchers were to 

submit their findings to the company before submitting them to the FDA. The UAREP was to 

scrutinise the unreviewed aspartame studies to check Searle's conclusion. The UAREP body 

focused solely on the microscopic slides produced by Searle in its animal experiments. This 

body could find nothing improper in Searle's interpretation of the slides. This conclusion was 

challenged, leading to the setting up of a public board of inquiry. This body concentrated on 

the same studies UAREP had examined, and recommended that the FDA withdraw approval 

of aspartame. Within a few weeks after Ronald Reagan was inaugurated President of the 

United States, Searle repetitioned the FDA to approve the sale of the aspartame. Six months 

later, the new FDA Commissioner approved the product for sale, first as a tabletop sweetener 

and ingredient of dry foods and, later on, as a sweetener for carbonated beverages. Three 

months after this aproval, the new FDA Commissioner took a job as Senior Scientific 

Consultant to Searle's public relations firm.® 

The cases reported above have been cited by those authors who feel disgusted by the 

contemporary practices of their businessmen and the behaviour of their government. This 

should not be taken to mean that business immorality is confined to a particular region or 

country. It is a universal menace. The nature and extent of immorality varies according to the 

mode, scale and impact of business organisations. The USA is characterised by the largest 

number of MNCs, which command enormous resources and a global market. Their 

performance generates a global reaction. So far, philosophers and religious leaders had been 

dealing with the subject in passing. The performance of intellectual gymnastics by 

philosophers has hardly borne any fruits. Adam Smith's Moral Sentiments could not influence 

his own Wealth of Nations. Religious leaders have been reiterating their routine sermons for 

the last two thousand years and will continue to do so. The devout audience of the Mass 

outbraves these sermons and abandons God after an hour to again concentrate on their 

mundane affairs. 

6. Shaw and Barry, op. cit., pp. 495-497. 



However, a meaningful change is now taking place. Many world organisations have diverted 

their attention to the role of MNCs in host countries and laid down some broad operational 

guidelines for them. These organisations are the International Labour Organisation (ILO), 

The Organisation of Economic Cooperation and Development (OECD), The European 

Convention on Human Rights (UCHR) and some others. Their guidelines encompass basic 

human rights and fundamental freedoms, employment policies and practices, consumer 

protection, working conditions, environmental issues, illegal payments to public officials and 

involvement in the internal politics of the host countries. 

A look at the guidelines laid down by these international organisations in their compacts leads 

to the impression that they are focused on serving those countries in which basic rights and 

fundamental freedoms are respected, well-balanced labour laws are enforced, labour unions 

are fully conscious of their rights and duties and the courts can speedily dispense justice. 

These guidelines can effectively work in those countries where the government is committed 

to protecting the consumer and satisfy him, and where the press and the whistle-blowers are 

free, well informed and resourceful enough to expose the unfair dealings of the MNCs made 

by top executives and bureaucrats. Unfortunately, a major part of the world falls outside the 

range of these well-sounding compacts. These developing countries have few foolproof trade 

regulations. They lack effective arrangements to monitor product policy and prices. They are 

technologically far behind in testing and recommending permissible standards of 

environmental pollution.' They generally themselves do not have a satisfactory record of 

granting fundamental rights and freedoms, nor are they free from unjust discrimination. In 

such countries, even the workers do not attach any importance to observing safety measures 

within the factory/workshop. In many such countries, the governments have totally failed to 

abolish forced labour under inhuman terms and conditions. 

The MNCs, for their part, are fully conscious of these weaknesses in developing countries and 

prefer to set up their businesses there. The guidelines could be helpful to these countries, had 

the compacts prevented MNCs from manipulating stockmarkets and from feathering their 

7. Interestingly, the OECD compact recommends that MNCs themselves develop and use technology that can 

monitor, protect and enhance the environment. In a large number of developing countries, this will enable the 

MNCs to lead the host by nose, on the pretext of their own technology. After all, nobody cries stinking fish. 



nests before withdrawing their investment from the guest country. The guidehnes fail to take 

notice of MNCs engaged in the agricultural sector of some of these countries using most of 

arable land for export crops and leaving the local population starving. The compacts also do 

not take notice of their exploitative terms and conditions in extracting the industry of these 

countries. The guidelines fail to prevent MNCs from charging exorbitant prices for many 

lifesaving drugs and antibiotics, nor do they condemn them for manufacturing and exporting 

the items such as the aforementioned fire-retardant children's pyjamas, or wheat and barley 

treated with banned organic mercury, Winstrol, Galant, Dipyrone, etc., simply because the 

importing country is unaware of the hazards of these items. 

The international compacts simply reflect the capitalist philosophy of hedonistic 

individualism of the market, money and exchange. It seems to believe in free trade, under 

which consumers are no more than a means of profiteering. They perhaps still believe in the 

primitive concept of caveat emptor, which absolves the seller of any defect in the merchandise. 

And, in the case of the absence of competition, the seller has a right to charge a monopoly 

price. The unfortunate situation is that most of the developing countries desperately need 

foreign capital and technology to overcome their backwardness. They are thus vulnerable to 

blackmail by MNCs and their home governments if they dare to take a stand. The guidehnes 

fail to protect them from this unfortunate situation. 

Apart from the concern of these international organisations to touch upon the role of the 

MNCs, private efforts are also under way to address the situation. Persons involved in the 

modern theory or practice of economics and business have also picked up the gauntlet and 

seem to be determined to bring about a change in the existing situation. As the first step of 

this movement, they have successfiilly pinpointed the extent and the nature of the malady. The 

issue is now being discussed in concrete terms and at different levels, which has now 

stimulated the formulation of an applied ethic. The number of books on the issues involving 

business ethics which have appeared during the last fifty years in the USA alone exceeds one 

thousand. In addition, half a dozen journals are devoted to discussing day-to-day issues. 

Business ethics is also now being taught in some form or another in most business schools in 

North America and in many countries of Europe. A large number of institutions and centres 

have been set up to grapple with the issue. Various web sites are also available as guides to 

resources. 



Over and above the activities on the academic plain, concerted efforts are also being made at 

national and international level to enlist the support of the largest number of academicians, 

traders and communities. The significance of this approach lies in the universality of 

malpractice in business which has affected each and every country. In London, in 1986, an 

Interfaith Institute of Business was launched which was represented by lews, Christians and 

Muslims. The Institute, with the consensus of the three communities, signed a declaration 

which emphasised the key moral values. An international group of thirty business executives 

from Japan, Europe and the United States, who meet each year in Caux, Switzerland, have 

agreed on operational principles and procedures which could be made a standard of 

accountability for corporations the world over. 

The Interfaith Declaration focuses on four basic ethical issues which the Divine Scriptures 

emphasise and which guide the totality of human life, including business dealings. These 

values are justice, mutual respect, trusteeship and honesty. 

The value of justice and fair dealing is emphasised in the Qur'an (5:9), Deuteronomy (16:18, 

19,20), St. Mathew (23:23) and Phil (4:8). Mutual respect and consideration are emphasised by 

the Prophet Muhammad, in Leviticus (19:18) and St. Mathew (22:39) and are the basis of 

relationships. Trusteeship of resources impHes the obHgation to use them for the benefit of the 

their owners as well as for all other people. The concept is derivable from the Qur 'an (24:33; 

57:7), The Old Testament (1 Chron. 29:14) and the New Testament (St. Luke 12:48). Honesty 

incorporates the concepts of truthfulness and reliability and covers all aspects of relationships 

in human life. The value is emphasised by the Prophet Muhammad, in Leviticus (19:36), 

Deuteronomy (26:16), St. John (3:2) and St. Paul (Eph. 4:15). 

The Declaration appHes the above Hsted four prindples to economic and business policies, 

behaviour with stakeholders and the duties of employees. According to the Declaration, the 

primary purpose of business is to meet human and material needs by producing and 

distributing goods and services in an efficient manner. Acknowledging the significance of 

competition, the Declaration treats it as a duty of the state to see that markets operate 

effectively, that competition is maintained and that natural monopolies are regulated. It finds 

no estrangement between good business practice and making profit. Profit is a measure of 

efficiency, provides for the maintenance and growth of the business and acts as an incentive 

to people to work and be enterprising. As the free market system is open to abuse, the state is 



duty bound to provide a framework of law in which business can operate honestly and fairly, 

obeying the law of the state in which it operates. If a business employs workers, it will not 

consider them as merely a factor of production. The terms of their employment will be 

consistent with the highest standards of human dignity. Most of the resources that a business 

exploits are scarce and should be used most effciently. Business has a responsibility to future 

generations to improve the quality of goods and service, not to degrade the natural 

environment in which it operates, and to seek to enrich the lives of those who work within it. 

The Declaration also incorporates the behaviour that a company should demonstrate in 

relation to all its stakeholders, viz. employees, financiers, customers, suppliers, the community 

and shareholders. It provides that the board of directors will be responsible for seeing that the 

business operates strictly within the letter and spirit of the laws of the nations in which it works. 

If these laws are less rigorous in some parts of the world where the business operates, than in 

others, the higher standard will normally be applied everywhere. The basis of all relationships 

with the stakeholders will be honesty and fairness, as well as reliability in all commitments 

made on behalf of the organisation. The business organisation will provide safe and healthy 

working conditions and a fair and just level of remuneration to its employees. It will behave 

with due regard to them and without any discrimination. It will honour its commitments to its 

lenders. Above all, it will protect the interest of the shareholders. Employees are similarly 

required to observe the best ethical conduct vis-a-vis the employer and his business. 

The Caux principles accommodate the Japanese concept of kyosei and the Western concept of 

human dignity. The Japanese concept embodies working together for the common good, while 

the Western concept implies the sanctity of individuals as an end, not as a means to others' 

purposes. The Caux Roundtable emphasises putting one's own house in order and following 

what is right. According to the Caux principles, corporations are responsible not only to the 

shareholders, but also to its stakeholders. Corporations have a role to play in improving the 

lives of all of their customers, employees and shareholders by sharing with them the wealth they 

have created. Suppliers and competitors, as well, should expect them to honour their 

obligations in a spirit of honesty and fairness. They share a part in shaping the future of the 

communities wherein they operate. Corporations established in foreign countries should also 

contribute to the social advancement of those countries. They should observe high moral 

conduct in business activities and transactions on a national and international level. They 

should protect, and where possible improve, the environment, and prevent the wasteful use of 



natural resources. They should not indulge in any corrupt practice. The principles also lay 

down a high ethical standard of behaviour with all the stakeholders of the corporations.** 

A look at the Interfaith Declaration and the Caux Principles reveals an almost identical 

approach to the issues involving MNCs. The Declaration is written more in generahsed terms 

and is also applicable to small businesses. Both emphasise the values of honesty, 

justice and trusteeship. Both emphasise mutual consideration and regard in dealings with 

stakeholders. Both express their reservations for the erstwhile concepts of market forces and 

maximisation of profit. The Declaration calls upon the state to regulate the market system, 

which is open to abuse. The Principles acknowledge the need for maintaining the health and 

viability of business, but with the reservation that survival is not a sufficient goal. Yet it is 

surprising that the Principles, perhaps inadvertently, ignore creditors as stakeholders.' The 

Principles give a more comprehensive coverage to behaviour with customers and employees. 

They insist on business behaviour beyond the letter of the law and a spirit of trust. 

It will not be out of place to point out here that the US Department of Commerce has also 

released Model Business Principles, thereby encouraging companies to develop their own 

codes of conduct appropriate to their particular circumstances. The principles were developed 

after extensive consultation with business and labour leaders and members of the Non-

Government Organization community. However, the adoption of codes of conduct reflecting 

these principles is made voluntary. These principles incorporate the provision of a safe and 

healthy workplace, fair employment practices, employees' right to organise and bargain 

collectively, responsible environment protection and environmental practices and compliance 

with the US and local laws promoting good business practices. The principles also prohibit 

illicit payments. 

8. It will be of interest to record here that most of the principles of business agreed in the Caux Roundtable are 

also to be found in the Minnesota Principles announced by the Minnesota Center for Corporate Responsibility, 

set up in 1975. The Minnesota Principles were adopted in 1991 and the Caux Roundtable Principles in 1994. The 

Minnesota Principles also became a discussion document among corporations in many parts of the USA. 

9. The slip is surprising. The summary and the comparison are based on the text re-produced in George Enderle's 

edited version of International Business Ethics: Challenges and Approaches, Notre Dame, 1999, pp 143 ff The 

same slip occurs in the version appearing at http//www:bath.ac.uk/Centres/EthicaI/Papers/cauxl. htm. 



The International Society of Business, Economics and Ethics (ISBEE) organised the first 

World Congress in 1996, which was hosted by Reitaku University and the Institute of 

Moralogy in Kashwa City, near Tokyo. The papers presented at the Conference were edited 

and published by The University of Notre Dame Press in 1999.'° 

The Compacts, the Declaration and the Principles all have so many good points and need to 

be admired and supported. They are the result of the concerted deliberations of the world 

community, which now faces a common destiny. What we feel is a weakness in all these 

deliberations is the placing of all forms of legal trade in the same category. We feel that a 

distinction is to be made between the marketing of detergents, cosmetics, apphances, 

electronics, etc., and the essentials without which mankind cannot survive - food and drugs. 

Will it be humane to treat both kinds of items in the same way for purposes of trading? If we 

are advancing towards forming a world community, and if science and technology are 

converting the world into a 'global village', governments and businessmen should demonstrate 

feelings of mutual consideration and sympathy, as do the members of a human community -

the children of Adam and Eve - the family of God. The world community has, unfortunately, 

failed to behave as such in the case of the starving peoples of the African countries. 

Governments simply tried to capitalise on the woeful distress of these unfortunate peoples. 

The business magnates did not compromise on the 'sacred' doctrine of profit maximisation. 

The Declaration and the Principles have supported free trade, but with qualifications and 

reservations. This qualification is in generalised terms and susceptible to varying interpretations. 

What needs to be categorically pointed out is the need to stop manufacturers from manu-

facturing those items that have proved to be harmful. 

We have briefly described in the above lines an account of the activities being undertaken in 

regard to ethicising business at an international level. This description does not take into 

account scattered or local activities which are beomg pursued in a number of Western 

countries. How far conferences, seminars and declarations can be effective and acceptable to 

all is yet to be examined. Let us discuss the possible arguments that may be adduced by the 

critics of the movement. 

10. The title of the collection is: Business Ethics: Challenges and Approaches, edited by George Enderle. 

This work has greatly benefitted me in writing this book (author). 



It may be argued that all this pedantic parade would simply create a new subject in the 

academic disciplines and would have no bearing on the business community, except that it 

would enlist one more recipient of their donation. The compacts of world organisations fail 

to address the problems which the developing countries are facing. The Interfaith Declaration, 

the Caux Roundtable Principles and the Minnesota Principles, etc. have no teeth to exact 

compliance. The US Department of Commerce Code of Ethics is voluntary and reiterates its 

respect for current trading principles. All these statements are no more than recensions of 

sermons and are farcical. Is there any trader or manufacturer in the world who really believes 

that by selling or producing a harmful drug he is serving humanity and not committing a 

crime? Is there any trader who believes that deceiving a customer by false publicity is 

admirable? Every sane person knows what is morally good and what is bad. Crimes are not 

committed innocently nor due to lack of knowledge. A murderer or a robber may not have 

studied the penal law of the land, yet he knows that killing and robbery would be condemned 

by people and that he can be apprehended by legal means. No trader would claim that he has 

a right to sell those edibles which kill or incapacitate the consumer. Why do not the 

governments enforce rigid laws to curb these practices and award punitive punishments to the 

offenders? 

The argument fails to realise the how long this state of affairs has existed. From Adam Smith 

to this day, the science of economics has been treated to be morally neutral. The sole object of 

trade is the maximisation of profit." The character traits of self-rehant individualism divorced 

from moral and theological foundations have bedevilled businessmen. These theoretical 

foundations need to be replaced by theological or moral principles. This involves a 

metamorphosis of business attitudes. 

How far an outright enforcement of law would be effective can be conceived with the help of 

an ordinary example. Pakistan is a small developing country. Its biggest business undertakings 

are no match for those of an ordinary multinational of Japan, the UK or the USA. When, in 

1992, a new government was inducted, the Chief Minister of a province started operations 

11. For the lattest exposition of this view, see Milton Friedman: "The Social Responsibility of Business is to 

Increase the Profit", The New York Times Magazine, September 13,1970, page 126, cf. Bowie, (1990), page 23. 



against shopkeepers who adulterated foods. The next day all the businessmen of the whole 

country closed their establishments as a protest against this operation. The government 

surrendered and discontinued the operation. 

Later on, a caretaker prime minister announced his intention of introducing rigid laws against 

drug-trafficking. Sensational rumours about schoolgirls spread round the whole country, 

leading to the collapse of the educational institutions. The law never saw the light of day. The 

government, with a view to eliminating smuggling and widening the direct-tax base of the 

country, announced the levy of a General Sales Tax. When the business representatives failed 

to deter the government from this 'highhandedness', they called for a strike. The irony was that 

some political groups also joined them to capitalise on the protest. Everything came to a 

standstill throughout the country. The government was compelled to make a bargain. This 

was an example from a small country of insignificant size and economic and political 

influence of corporations as compared with many Western countries. There, too, governments 

cannot afford to raise any other voice than that for free trade and the free market. If they dare 

to offend their mega-corporations, their survival may be threatened. 

The problem is that ethics has been ahen to business for centuries. Governments have been 

upholding a laissez-faire policy towards trade. Absolutely free trade, an unregulated market 

mechanism and cut-throat competition have been the motivating forces of traders. These 

business values have been firmly imbedded in businessmen's minds and cannot be replaced by 

mere legislation. It will require a change in the inner self of the shareholders and company 

executives. This change will start from intellectuals, academicians and theorists, who have 

always been the precursors of change. They will be in a position to prepare an active team of 

followers in the colleges and universities which feed business institutions. They will also be 

able to convince the business community of the failure of the centuries- old concepts and the 

need for, and benefits of, a change. Along with this, their intellectual activities will also 

gradually mobihse pubhc opinion to reject the theoretical foundations of the old concepts 

rather than deeming their evils to be the inevitable cost of the existing obsolete system. All 

these efforts will pave the way for initiating practical reforms in business methods. When a 

substantial number of business organisations adopt ethical attitudes, the unethical 

businessman will be placed at a competitive disadvantage and be forced to follow the others 

or close down. It is at this stage that legislation will be called for and will be effective. Law, on 

its own, without these basic changes in business attitudes, would never be effective. It is not 



fool-proof. The interpretation of law among the public may not be the same as the legislators 

aim at. An advocate may argue in favour of its violation on grounds of its literal, etymological 

or philological shortcomings, or its inconsistency with the spirit of natural justice, or other laws 

or statutes. The judiciary has its own subjective or objective standards of interpreting the law. 

In addition to the above objections, the discussion of business ethics in the context of MNCs 

is susceptible to many suspicions, mainly in South East and Far East Asia. The reason is that 

deep down in the collective consciousness of these Asians lingers a fear of MNCs, which they 

equate with the role played by the Dutch, Portugese, French and British East India Companies. 

The Dutch, with more than sixty vessels, sailed to the Far East and fought the local population. 

Their Charter granted the Company a trade monopoly, free customs passage, and authority to 

raise an army and navy, erect forts, colonise, make war and peace, sign treaties, coin money 

and administer justice. Queen Elizabeth of Britain granted a group of investors the right to be 

one body corporate and bestowed on it a trading monopoly in the East Indies. The Company 

developed over 400 warships and possessed the largest navy in the world. It hired its own 

church bishops. It administered territories that it acquired by intrigues, conspiracies and 

bribes. It engaged in diplomacy on its own initiative and otherwise played a role normally 

reserved for sovereign powers. Such authority wielded by a small group of "traders" was an 

anomaly that survived for more than a century after it first became apparent. Its 

administrative role continued after the first organized revolt by the Indians in 1857. Queen 

Victoria assumed control of its "market" in 1858.'^ The Company was dissolved as a business 

enterprise in 1874. 

The modern MNCs are a product of the World War II era and their dramatic success has 

stemmed from, among other factors, spiralling labour costs in developed countries, increasing 

economies of scale in manufacturing, better communications systems, improved trans-

portation and increased demand for new products. However, the flurry of resentment, though 

not expressed by politicians in power, has not died down. Once bitten, twice shy. The 

abundance of MNCs is regarded as a stratagem to pave the way now for economic imperiahsm 

by the industriahsed nations. The movement to ethicize MNCs seems to convey to the host 

12. Encyclopedia Americana, 1984; Colliers Encyclopedia, 1984; J.R. Simpson, "Ethics and Multinational 

Corporations vis-a-vis Developing Nations, Journal of Business Ethics, Vol. I, (1982), PP227-37, cf Donaldson and 

Dunfee (1997), page 222. 



countries a sense of contrition for whatever was done by the East India Companies and is still 

being done by many MNCs. As a result, the public should welcome it. But it does not seem to 

have allayed the suspicions. Within the last month, we have come across three references to the 

role of MNCs in a tone of inveterate bitterness in Pakistan. Mr Justice Sheikh Riaz Ahmad, a 

member of the Supreme Court of Pakistan Bench, hearing the Hubco-WAPDA case, observed 

that the Hubco (a power-generating British company) should not behave like the East India 

Company'.'^ Lieutenant General Zulfiqar Ali Khan, Chairman of the Water and Power 

Development Authority (WAPDA), Pakistan, has warned that he would not allow the Hubco 

to play the role of the East India Company." Dr. Shahid Hasan Siddiqi, Chairman, Research 

Institute of Islamic Banking and Finance, has warned the Government of Pakistan to be 

careful in transferring the privatised industrial and financial institutions to foreign investors 

because they might emerge as a new East India Company.'^ 

It will not be out of place to mention that Hubco's business does not enjoy a good reputation. 

It is alleged to be involved in objectionable dealings with top executives of the government 

who have already been sentenced by the court for their dealings with many domestic and 

foreign business firms and companies. High officials indulge in corrupt practices by keeping 

themselves on the windward side of the law. In the Hubco case, people are further offended by 

the attitude of some foreign government officials and world financial organisations who seem 

to be blackmailing Pakistan by pressing it to square up with the Company rather than trying 

themselves to investigate the allegations that have been levelled against it. 

A more acrimonious but generalised criticism of MNCs was made by G.R.S. Rao in his paper 

presented to the World Congress (1996) of the International Society of Business, Economics 

and Ethics. He observed: "The predominance of the market over the state is sought to be 

asserted in forms such as the corporate confidentiality and territorial transcendence of MNCs. 

Even more complex and serious an issue is the emergence and growing nexus between politics 

and business, often making a menacing partnership between crime and bureaucracy"."" This 

suspicion is not totally unfounded, but it is also the result of xenophobia. 

13. The Daily Dawn, February 22, 2000, page 1, column 1. 

14. The Daily Jang (Urdu), March 8, 2000, page 12, columns 4,5 and page lo, column 7. 

15. The Daily Jang (Urdu), March 9, 2000, page 4, columns 1,2. 

16. G.R.S.Rao, "The Ethics Agenda Facing International Business", cf. Enderle, page 33. 



No foreign foothold is possible anywhere without active local support. The East India 

Company would have collapsed without the buttress which Mir Jafar and Mir Qasim provided 

to foreign adventurers. If all the taxable persons honestly paid their taxes and all the Pakistanis 

holding accounts in overseas banks were to invest their holdings in Pakistan, the government 

would not need to beg for loans from foreign governments and financial institutions, nor be 

compelled to give incentives to foreign investors. In the Hubco case, the key role is said to have 

been played by top Pakistani officials. It is now difficult to judge who actually initiated the 

shoddy deal. All these facts blunt the edge of the argument. 

In addition to the above facts, the critics of the movement should distinguish betweien two 

things: the objectionable role of the East India Companies and the MNCs, and the realisation 

of the need to reform it. The actors in the former role are the businessmen; the pioneers of the 

movement are academicians. The objectionable roles of the MNCs that we have criticised at 

different places in this book are not based on our personal observations; they are the 

expositions made by those compatriots who themselves feel disgusted by the role of their 

government and the businessmen and wish to bring about a change.'^ It is in the interest of 

all to appreciate and support these attempts rather than adopting a negative attitude. We have 

already made a passing reference to the role of our own businessmen in Pakistan. Their 

performance is not better than any of their counterparts; the only difference is that of 

resources and influence. 

The argument against the movement that has much weight and logic is its incongruity with 

the philosophy of life that Western thinking has upheld. Business is but a part of economics 

and economics is a part of life. If life is based on a hedonistic philosophy, economic activities 

cannot be expected to be performed on any other basis. And if economic philosophy is based 

on value-free concepts, business activities cannot be subjected to moral values. Thus, unless 

we bring about a basic change in our attitude to, and concept of life, we cannot expect a 

meaningful and effective change in behaviour with respect to the different compartments of 

life. This means the movement may turn out to be an unrewarded virtue. This leads us to the 

philosophical issue. 

17. Supra, for relevant sources. For eye-opening exposures up to the fifties, see Walter Goodman: All Honorable 

Men, Curruption and Compromise in American Life, Boston, 1963. For exposures during the seventies, see Steve 

Allen: Rip Off: The Corruption that Plagues America, New Jersey, 1979. 



A value that is not deemed to be significant in life cannot be superimposed in economics, nor 

in business. The movement to ethicize business without a movement to ethicize the 

philosophy of life can hardly be fruitful. Even a government has no legitimacy to propose 

ethicizing business unless it starts with efforts to ethicise its politics, its foreign policy and its 

legal framework. If politics and foreign policy are based on self-interest rather than on lofty 

moral principles, the government has no justification for proposing that businessmen 

abandon self-interest and observe ethics. The US Department of Commerce has released 

Model Business Principles in order to encourage companies to develop their own code of 

conduct. Well and good! But it has not forbidden businessmen to produce/manufacture and 

export those items which have been proved to be harmful to use and whose sale within the 

country has been banned. Does this really convey to businessmen a message of sincerely 

observing good conduct? The team of intellectuals who are striving to force a change in the 

existing amoral methods seem to be clear-headed on the moral concepts. 

These concepts are not different from what the Scriptures, the Prophets, philosophers and 

reformers have defined. Should the Model Business Principles be taken to mean that the 

business community should not be unduly disturbed by the cacophony being raised by a few 

schoolmen; that the Government still believes in the pohcy of laissez faire and does not intend 

to impose any restrictions on business? This conflicting situation is perplexing. It is high time 

that the academicians review their priorities and come up with a value system that 

encompasses the totality of life. But this reservation should not be taken to mean that we are 

underrating the efforts of bringing about reforms by the business sector. Reform, in whichever 

sector it is brought about, is admirable. What we mean to emphasise is that a change emerging 

from the inner self is more reliable and permanent than an externally enforced one. There are 

communities whose ancestral profession is business. Their trading practices are exemplary 

because they, perhaps, believe that good business ethics alone is the way to survival and 

success in the competing world. But, unfortunately, all their good behaviour ends there and 

does not have any influence on other spheres, of their life. As a result, such people are really 

good traders but not necessarily good citizens. 



SUMMARY 

The edifice of the whole of Kfe in Islam rests on absolute ethical values. These values are laid 

down and emphasised in the Quran and reinforced in the sayings of the Prophet Muhammad. 

Many of the ethical -values laid down in Islam are not unique to Islamic society. They have 

been universally observed, but constrained by temporal and spatial limitations in order to 

achieve the interest of some particular person, society, class or territory. Islamic ethical values 

represent universal ethical values. These values, whether in the Quran or in the earlier 

Scriptures, are not amenable to restriction to a particular society or region; they are of 

universal import. God has ordained that these values should be observed by the entire human 

race for all time, with the object of seeking God's pleasure and to earn a reward in the next 

world. 

Human Instinct 

Islam discards self-abnegation and monasticism. It does not try to suppress human instincts 

that motivate one to work hard, organise one's economic activities efficiently and profitably 

and discover new methods of exploiting resources and multiplying wealth. It does, however, 

control, regulate and discipline them, so as to stop injustice and exploitation of any sort due 

to man's love of wealth and his desire to maximise his earnings and get rich overnight. Islam 

seeks to control and discipline these instincts by instilling in man a firm belief in a One and 

Only Omnipresent, Omnipotent and Omniscient God and all His Attributes, in man's 

resurrection and accountability for his actions and in reward and punishment in the 

Hereafter. It is this firm belief that induces man to act upon the injunctions regarding physical 

and financial sacrifice and turns him from undesirable consumption and forbidden earnings. 

With this firm belief, it is well nigh impossible for a believer to be misguided by his instincts 

and to cross the limits of ethical guidelines laid down by God and His Prophet. The manmade 

laws and regulations act as a secondary support and help suppress any digression by those 

who have become weak in their belief. 



Wealth and Affluence 

The objective behind the set of eschatological behefs is to root out a mundane materialistic 

outlook on wealth, which dissuades one from discharging one's social responsibilities. Islam 

does not castigate wealth or application to economic pursuits. The ideal economic standard 

for man that the Quran envisages is a contented hfe. It recognises the significance of wealth as 

an adornment of this worldly hfe. Material prosperity enjoys God's blessing and is desirable. 

Yet this prosperity is very much qualified. God's rules ensure that affluence does not breed 

vices. The Quran and the Prophet have paid greater attention to remedying the evil effects of 

wealth than to planning the elimination of poverty. In Islam, moral and social betterment 

transcends affluence in importance. Islam encourages man to earn as much wealth through 

lawful means as possible; it does not allow him to monopolise the means of production or to 

restrict circulation of wealth. It imposes limits on ownership, possession and consumption. It 

introduces its law of inheritance to diffuse accumulated personal holdings. The Quran and the 

Hadith both condemn demonstration of one's resourcefulness through luxurious living. The 

Prophet, in the following words, conveys the relative value of wealth: "There is no harm in 

opulence for one who fears God. For the God-fearing health is better than wealth. And 

happiness is also wealth." 

The Islamic Values 

This leads us to the value system that Islam visualises. In Islam, the Creator is the real Owner 

of the universe and everything therein and of mankind, too. This fact belies the pretension of 

man's unbridled freedom in any sphere of his activity. It also implies that human life as a 

whole should be subjected to the values that God and His Messenger have prescribed. The 

Quran makes a mention of a number of economic pursuits in a tone of approval, except for a 

few that it condemns. The approval and condemnation are put in literal terms, not in 

figurative or metaphorical terms, which would allow their interpretation according to human 

whims or wishes. The Prophet further plugged the interpretative loopholes by defining the 

procedural details of lawful pursuits in such a way as to protect the larger interest of the 

society. In addition, he also emphasised moral discipline, honesty and trust and mutual 

consideration. 



The values that the Quran and the Prophet's sayings prescribe address individuals in 

relationship to other persons, as we now do when we term other members of our society as 

'stakeholders'. 

Justice and Generosity 

Among the set of values the Quran and the Prophet's sayings emphasise are the concepts of 

justice and benevolence. The concept of justice ('adl) occupies a central place in the economic 

system of Islam. This value is prescribed in legal, social, moral and economic dealings. It is to 

be practised with individuals, orphans, wives, tribes, communities and nations and even with 

peaceful enemies. It is applicable to speaking, giving witness, acting as a guardian, writing an 

agreement, arbitrating between parties, dealing with other people, judging in a court of law 

and making business transactions. The concept of justice in an economic context 

encompasses fairness, equity, balance and equilibrium, symmetry and impartiality. 

The Quranic verses address individuals not only in their personal capacity but also in their 

capacity of being rulers, administrators, directors, employers, and all who deal with others. 

Justice, like truth, is a Divine virtue. Islam does not compromise on this value as it does not 

compromise on truth. While the Quran lays great emphasis on the value of justice, the 

Prophet has repeatedly persuaded the Muslims to stick to the value of ihsan, which stands for 

benevolence, generosity, proficiency and magnanimity. The absence of 'adl inflicts harm and 

disturbs peace and harmony, but the absence of ihsan does not harm anybody. It implies a 

more liberal treatment than justice demands. It begins where the limits of justice end. 

Absolute justice is a legal requirement and, therefore, essential, but the Prophet, in line with 

the Quranic requirement, has persuaded his followers to behave magnanimously in claiming 

their rights and be generous in discharging their duty. While 'adl eliminates injustice and 

exploitation and strikes a real balance between rights and responsibilities in society, ihsan 

decorates the society with generosity, kindness, mercy, forgiveness, self sacrifice, mutual co-

operation and affection. 'Adl is the primary condition for setting up an Islamic government, 

while ihsan plays a vital role in building up a truly Islamic society; the former is a legal 

phenomenon while the latter is moral and religious. 



The Market Mechanism 

With the requirement for strict observance of the elaborate system of values that Islam 

prescribes and with its negation of full freedom, the question is whether there is still any 

possibility of a market economy in an Islamic system. How will the benefits that free market 

operation brings about in the domestic sector be achieved? The market mechanism calls for 

the unhindered interplay of the forces of demand and supply in determining the price of a 

product. Price reacts to surpluses and shortages. What the Islamic system of values ensures is 

that supply should not be artificially suppressed or withheld, nor should demand be 

artificially created. The Prophet refused to interfere in the free operation of real market forces. 

He condemned the ousting of a new entrant in the market. He also prohibited the anticipation 

of the proper market price. He condemned hoarding with a view to creating artificial scarcity. 

He similarly discouraged the operation of those forces that artificially create a demand 

market. He regulated demand by rejecting the dictating of an arbitrary price by monopoly 

purchasers, placed moral restrictions on the advertisement of products and emphasised 

simple living. By regulating the activities of intermediaries and brokers, he discouraged the 

manipulation of prices. 

All these facts lead to the conclusion that Islam does not allow unbridled freedom to traders 

to manipulate the supply, demand or price of the available goods. Buyers and sellers are 

motivated to maximise their utility without involving themselves in unethical or unsocial 

activities. A trader has complete freedom to maximise his profit through the optimum 

utiUsation of resources, planning, accurate anticipation and managerial efficiency, but not 

through the means that Islam treats as immoral or sinful. 

The Ethics of Advertising. 

It is not proper to reject advertising altogether. There are situations where advertisement is 

justifiable. But there are also situations where advertisement becomes controversial or 

altogether unjustifiable. The way in which, and the extent to which, business enterprises 

advertise has seriously jeopardised the concept of the free market. Suppliers manipulate 

consumer choice and persuade them to choose what the supplier wants them to, not what they 

really need. Falsity and deceit are unjustifiable and sinful. The Quran warns the believers that 



God, the Omniscient, keeps an eye on each one of us and everything we do. Deceitful 

pubUcity persuades the consumer to buy a thing which actually does not possess the attributes 

conveyed in the advertisement and for which the consumer becomes agreeable to part with 

his money. The Prophet is reported to have condemned the traders who sell their goods with 

the help of a false oath. He has also given a very stern warning to those traders who sell their 

goods without pointing out any defects. In such a case, the purchaser has an option in Islam 

to rescind the contract of sale. 

Salesmanship 

The success of a trader depends on salesmanship, in order to achieve a quick turnover of 

whatever he has in stock. Good salesmanship does not necessarily involve falsity and deceit. It 

does, however, usually involve exaggeration, the use of puns, pomposity and digression. 

Another technique of salesmanship involves haggling, which also implies the customer's 

partial or conditional acceptance of the deal. Along with such tactics of salesmanship, claims 

are often made about merchandise that are far from the truth and made with a view to 

deceiving the customer. The Prophet not only condemned such practices but also emphasised 

good manners, leniency and courtesy. 

The Just Price 

When we say that prices must be just, or fair, does this justice or fairness involve a moral value? 

Wholesale prices for all the dealers are almost the same. Can we then justify price variations 

at different centres? In Islamic law, if anybody charges an extraordinarily high price, it is 

termed as grave deception and is unacceptable. The Ottoman Code of Civil Law defines grave 

deception as higher than 5% (profit) on goods, 10% on animals and 20% on immovable 

property. The concept lays down the rate of profit but not the sale price. As a matter of fact, 

the wholesale price alone does not determine the sale price. It is determined by locality, 

standard of intramural decoration, packing, service, environment and other overhead costs. A 

trader has to add all the incurred and accrued expenses to the wholesale price, in addition to 

a profit for himself. What rate of profit he should charge is determined largely by market 

forces and the nature of the competition, given a normal or prevailing price. All this proves 



that the concept of a just price is not a moral concept except where monopoUes or ohgopolies 

arbitrarily fix an unrealistically high price quite out of proportion with costs. 

The Islamic Law of Options 

The objective behind Islamic law and procedure in trading is that of protecting both the trader 

and the customer from any harm being inflicted by the other party. Harmful situations may 

arise in the process of payment of price by the buyer or delivery of goods by the seller. 

The Islamic law on sales of goods also provides the use of options by either party in order to 

protect their interest. The Prophet has given to the seller the option to annul the sale if he finds 

that he was paid less than the market price in the off-market purchase made by brokers. He 

also enjoys the option to rescind the contract of sale if the buyer fails to pay the price within 

the stipulated period. The law protects the consumer by giving him options on a number of 

grounds. The first is the option on account of false description, where the seller has sold goods 

as possessed of some good quality. The buyer also enjoys the option of inspection, after which 

he has a right to annul the purchase. A third kind of option the buyer enjoys arises as a result 

of a defect in the goods which the seller has knowingly concealed. 

Insider Trading 

In Islam confidential information is a trust and must be honoured, whether it be contractual 

or imphed and understood. This principle is based on Quranic verses and the Prophet's 

sayings safeguarding others' secrets, whether express or imphcit. These automatically discard 

using secrets for personal gain, such as the disclosing of trade secrets or undisclosed 

manufacturing formulas or any other information that might adversely affect the business 

position of the enterprise concerned. 



On Environment 

Environmental pollution has been, in some degree or other, the creation of human civilisation 

and culture. In the early days, however, human population and its activities were far too scarce 

to affect the functioning of the natural purif)^ing agents. But the industrial revolution, coupled 

with the fast increase in population, brought numerous problems concerning the physical, 

social, political and cultural environment in industrial societies. In the early stages of the 

industrial revolution, these problems were not as seriously felt as they now are. The pride in 

industrial growth is now accompanied by a serious concern about its effects on the 

environment. This concern has been as much about the visible smoke that chimneys emitted 

all the year round as about the generation of hazardous wastes by factories. 

The major environmental hazards are caused by industrial and agricultural chemicals, gaseous 

emissions from industries and power houses and from road transport and jet planes, 

industrial wastes, easily combustible and highly reactive materials, corrosive and radioactive 

materials and infectious hospital wastes. Over and above these, there are also some useful 

industrial and agricultural chemicals which are potentially hazardous. For example, Freon gas 

and chlorinated pesticides are known to affect the ozone layer of the atmosphere that acts as 

a blanket protecting the earth against the ultraviolet radiation from the sun. Gaseous 

emissions contain carbon, sulphur and nitrogen compounds which affect the environment in 

different ways. The safe disposal of radioactive waste from nuclear plants in itself seems to 

present an intractable problem. 

The awareness of all these problems has led most countries to set up environmental protection 

agencies (EPAs). The use of unethical practices in waste disposal has also become a matter of 

great concern and calls for creating greater consciousness among all nations on environmental 

issues and therefore a much more vocal public opinion in favour of implementing EPA 

regulations. 

Environment, as we understand it today, was no great issue in primitive societies. Thus there 

is no direct reference to it to be found in the Quran or Hadith. The Prophet laid down a 

general principle of redressing harm that the early jurists developed to cover all situations in 

which there is a conflict between harm and benefit. The Prophet is reported to have said, 

'Harm and counter-harm are not allowed.' In order to meet conflicting situations, the early 

jurists expanded the application of this basic rule with the following legal maxims: 



(a) Harm is to be repelled 

(b) A harm is a harm even though it is ancient 

(c) Harm is to be repelled to the extent possible 

(d) Harm is not redressed by another act of the same kind 

(e) A greater harm is to be repelled by (enduring) a lesser harm, and, 

(f) To repel a public harm, a private harm is preferred. 

By applying the Islamic rule and the legal maxims to the existing situation, we come to the 

conclusion that in a large number of cases, Islam does not suggest that businesses generating 

pollution be closed; it rather recommends reducing, controlling confining, or, if possible, 

altogether eliminating the factor of harm. But who should bear the exorbitant cost of this 

operation? Here we shall have to rely on common sense and logic. Imposing the entire burden 

of regulating and controlling pollution on those who generate it may result in a situation that 

may ultimately be harmful to the whole community. This burden should be shared between 

the enterprises responsible and the community (public exchequer). 

As regards harm created by small-scale retail and service units that cater to the requirements 

of the locality, it is for the local government authority to teach and force the business units to 

ensure a clean environment. The Prophet is reported to have said: 'Removal of a harmful 

object from the path is a virtuous act'. 

Monitoring and Surveillance 

According to the Quran, it is the duty of all Muslims to enjoin the maintaining of good 

conduct and to forbid indulgence in misconduct, just as it was the duty of the People of the 

Book before them. The official organisation that was entrusted with the task of enjoining good 

and forbidding evil was the hisba (lit. accountability) headed by a muhtasib (monitor or 

ombudsman). Its function was to encourage and help people to observe Islamic tenets and 

rituals, and, in particular, to ensure and facilitate a healthy environment in public places, 

mainly shopping centres. In the early days this department was supposed to look after quality 

control, professional honesty and reliability, hygiene and sanitation, professional competence, 

control of intermediaries, decency and good manners, the flow of traffic and other 

miscellaneous functions. This department set out standards of ideal service and workmanship 



for different trades and professions. It was also supposed to protect the rights of service 

providers, traders, craftsmen, customers and visitors. In addition to these duties, it was also 

supposed to ensure efficient service by some public utility projects. 

The Movement of Business Ethics in the West 

A study of literature on business ethics in the West reveals facts of business immorality as bad 

as those which are also common in most of the developing countries in the East. In fact, 

business immorality has becomes a universal menace. Its nature and extent varies according 

to the mode, scale and impact of the business organisation concerned. In the West, however, 

a meaningful change is taking place. Many world organisations have diverted their attention 

to the role of multinational organisations (MNCs) in the host countries and laid down some 

broad operational guidelines for them. A look at the guidelines laid down by these 

organisations leads to the impression that they are focussed on serving highly developed and 

well-managed countries. A major part of the world falls outside the range of these well-

sounding compacts, which reflect the capitalist philosophy and hedonistic individualism of 

the market, money and exchange. They seem to beheve in a kind of free trade under which 

consumers are no more than a means of profiteering. 

The unfortunate situation is that most of the developing countries desperately need foreign 

capital and technology to overcome their backwardness. They are thus vulnerable to blackmail 

by MNCs and their home governments if they dare to take a stand. The guidelines fail to 

protect them from this situation. Apart from the role of these international organisations, 

private efforts are also under way to touch upon this situation. Persons involved in the 

modern theory or practice of economics or business have also picked up the gauntlet and 

seem to be determined to bring about a change in the existing situation. 

Over and above the activities on the academic plane, concerted efforts are also being made at 

national and international level to enlist the support of the largest number of academics, 

traders and communities. In London, in 1986, an Interfaith Institute of Business was launched 

which was represented by Jews, Christians and Muslims. The Institute, with the consensus of 

the three communities, adopted a declaration that emphasised the key moral values of justice, 

mutual respect, trusteeship and honesty. An international group of thirty business executives 



from Japan, Europe and the United States, who meet each year in Caux, Switzerland, have 

agreed on operational principles and procedures which could be made a standard of 

accountability for corporations the world over. The Caux principles accommodate the 

Japanese concept of kyosei (working together for the common good) and the Western concept 

of human dignity. 

A look at the Interfaith Declaration and the Caux Principles reveals an almost identical 

approach to the issues involving MNCs. It will not be out of place to point out here that the 

US Department of Commerce has also released Model Business Principles, thereby 

encouraging corporations to develop their own codes of conduct. Adoption of codes of 

conduct reflecting these principles is made voluntary. These principles incorporate the 

provision of a safe and healthy workplace, fair employment practices, employees' right to 

organise and bargain collectively, and responsible practices to protect the environment. The 

International Society of Business Economics and Ethics (ISBEE) organised the first World 

Congress in 1996 near Tokyo. The papers at the Conference were edited and published in 1999. 

The Compacts, the Declaration and the Principles all have many good points and need to be 

supported. But all these deliberations place all forms of legal trade in the same category. What 

we feel is that a distinction should be made between essential and non-essential goods. If we 

are advancing towards forming a world community, governments and businessmen should 

demonstrate feelings of mutual consideration and sympathy for the members of a human 

community who are the children of Adam and Eve, the family of God. 

These efforts to make business more ethical may be objected to on many grounds. Firstly, the 

seminars and conferences remain academic exercises. Why do not governments enforce rigid 

laws to curb business malpractices and punish offenders? This objection fails to realise that 

the existing state of affairs is longstanding. Ethics have been alien to business for centuries. 

Governments have been upholding a laissez-faire poHcy towards trade. Absolutely free trade, 

an unregulated market mechanism and cut-throat competition have been the motivating 

forces of traders. 

These business values, which have become firmly imbedded in businessmen's minds, cannot 

be replaced by mere legislation. It will require a change in the inner selves of the traders, 

shareholders and executives. This change can be brought about by intellectuals, academics and 



theorists, all of whom have always been the precursors of change by preparing an active team 

of their followers, convincing the business community and mobilising pubhc opinion. This 

paves the way for initiating reforms, after which alone legislation can become effective. 

In addition to this objection, discussion of business ethics in the context of MNCs is 

susceptible to suspicion, especially in South East and Far East Asia, where people equate 

MNCs with the role played by The East India Company. The flurry of resentment against this 

company and its followers has not yet died down. The abundance of MNCs is seen to be a 

stratagem to pave the way for economic imperialism by industrialised nations. According to 

them, the movement to ethicise MNCs seems to convey a sense of contrition for whatever was 

done in the past by the East India companies and an attempt to persuade them to now 

welcome them. The suspicion described above is not totally unfounded, but it is also the result 

of xenophobia. No foreign foothold is possible anywhere without active local support. 

Moreover, the critics should distinguish between two things: the objectionable role of the East 

India companies, on the one hand, and the MNCs and the need to reform them on the other. 

It is in the interests of all to appreciate and support these attempts at reform rather than 

adopting a negative attitude. 

Another argument against the movement that has much weight and logic behind it is the 

movement's incongruity with the philosophy of life that Western thinking has hitherto 

upheld. Unless we bring about a basic change in our attitude to, and concept of, life, we cannot 

expect a meaningful and effective change with respect to the different compartments of life. A 

change emerging from the Inner Self is more reliable and lasting than piecemeal changes. The 

significance of the movement lies in the realisation of the evils caused by a value-free system. 

This needs to be admired and supported. 
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