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Introduction
Yusuf Talal DeLorenzo*
Recently, while discussing some of the newer developments in the field of Islamic economics and finance,
I remarked to a friend that there was no longer any reason to fear radical ideas. By way of explanation, I told him
that scholarship in the field had now matured to the point where for every radical notion there would inevitably
come a reasoned and researched response. In other words, while the field remains a new and open one, the body of
scholarship it has generated is now so substantial, and vital, as to ensure that it will never lose its equilibrium to the
unguarded speculations of a novice, or the profit motives of a multinational firm, or the verbal effusion of a selfstyled visionary. At present, the institutional and intellectual foundations of the field are firm, having been
grounded in the experience of over two decades. Today, universities, funds, banks, multinational institutions,
governments, and even index-providers hold interests in the success of this new field. More importantly, however,
Muslims in every walk of life may rest assured that their money is being handled for them in ways that comply with
the teachings of their religion; and that by means of their halal earnings they earn blessings in this world and the
next.
To have reached this stage of development, a stage of relative self-confidence in one‟s achievements to
date, is comforting. More importantly, however, it is a stage in which ideas may thrive. Clearly, the success of
nearly any endeavor requires ideas; but especially one so closely linked to the subtleties of law, finance, economics,
and religion. Today scholars from each of these disciplines are contributing to the growing body of knowledge in
this highly specialized field. It has been pointed out in a number of recent studies that the field is truly crossdisciplinary and as such, represents a challenge of major proportions to everyone involved in its development at both
the theoretical and the practical levels.
Recent years have witnessed a spate of forums, such as the Harvard University Forum on Islamic Finance,
seminars, and conferences. These are ideal for the circulation of ideas. Likewise, young scholars continue to write
their graduate level dissertations and theses on subjects of relevance to the field. There are now dozens of journals
devoted to the subject, chiefly in Arabic and English, but in Urdu and other languages as well. The recent special
issue on Islamic Banking by the Thunderbird International Business Review is one that is deserving of special
mention. Scholarly bodies, such as the OIC Fiqh Academy in Jeddah and the Council of ‘Ulama’ in India, regularly
consider issues related to the field and, of equal importance, disseminate their findings through the medium of print.
Legal and legislative bodies throughout the Muslim world, like the Indonesian Parliament, the Supreme Court of
Pakistan and the Islamic Ideology Council, deliberate on the subject. Very soon, God willing, Justice Muhammad
Taqi Usmani of the Supreme Court of Pakistan will have completed a definitive ruling on riba. The Internet, too,
has opened up new channels of communication for scholars and professionals, through Web pages, chat rooms,
newsletters, and even courses (like those available through the School of Islamic Business Education and Research).
My own contribution over the Internet will come, God willing, through a course to be offered in December, 1999, by
the Dow Jones Interactive University on the Principles of Islamic Investing. I will be joined in teaching this course
by Justice Usmani and Dr. M. Elgari of the Islamic Development Bank.
Still, the most important medium for the communication of new ideas is the print medium. I will return to
discuss some of what I feel have been the more significant titles to be published recently. But before doing so, I
would like to speak of another very important channel of communication. This is the channel made possible through
the cooperation of management, whether of funds, or banks, or finance houses, with their Shari‘ah advisors and
supervisory boards. In a sense, this is the place, the point of contact, where the collective learning and experience of
professionals with very diverse backgrounds come together for the purpose of solving very specific and practical
problems. As these experiences increase, contact between scholars and business and finance professionals will grow
more meaningful, in practical terms, and will thus add a dimension of depth to the understanding of both. In fact, it
is the success of this sort of collaboration that will lead to the success of the entire sector. Clearly, no fund, no bank,
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no financial house or venture that calls itself Islamic can succeed without the advice and counsel of Shari‘ah
experts.
In fact, if I may be so bold as to make another prediction for the future of this sector, it seems to me that the
Shari‘ah advisory capacity of boards or individual advisors will become increasingly proactive. Thus, in addition to
the all-important matter of ensuring Shari‘ah-compliance through advice to management on how transactions may
be structured, or how investments may be screened (through the application of religious criteria), the Shari‘ah
supervisory boards of the future will increasingly become involved in issues of advocacy and corporate governance
and policy. This is a subject on which I hope to write at length, and in detail, in the future. My own feeling is that
as Islamic financial products become available to a more diverse spectrum of Muslim investors, the need for
proactive Shari‘ah boards will become increasingly apparent. As with any other product or service, it is the ability
to deliver that sets firms above the competition. With Islamic financial products, a part of delivering the product to
consumers is the sort of careful attention that is given to the religious aspects of ownership. Thus, beyond
structuring and vigilance are matters related to purification, to zakat, and to the representation of Muslim beliefs and
sentiments with regard to corporate practice and policy. Increased involvement in capital markets by Muslim
investors will increasingly entitle us to voice our concerns about the ways that business is conducted. It will be the
responsibility of Shari‘ah boards and advisors to represent Muslim investors in ways that promote the ma‘ruf and
mitigate the munkar. Here, too, there is no reason for trepidation. The modern corporation operates in a market that
rewards both transparency and accountability; and corporate democracy has established itself as a sound fundament
of that market. Given this atmosphere, there is no reason that Muslim investors should shy away from sharing their
religious convictions about business and its proper conduct with management. In fact, there are bridges to be built
between the religiously responsible investor and the socially responsible, and it will be the role of the Shari‘ah
supervisory boards to coordinate and provide leadership for these efforts.
The past two years have marked the publication of a number of significant new studies in the field of
Islamic finance and banking. While this is certainly not the place to review or even to list all of these studies, I
would like to turn the attention of my colleagues to a few of the works that I have found to be invaluable. Let me
begin by mentioning the results of a collaborative effort undertaken by several teams of researchers under the
direction of Dr. „Ali Jumu„ah and sponsored by the Cairo office of the International Institute of Islamic Thought.
These results were published in a six volume encyclopedia entitled Mausu‘at Taqwin Ada’ al Bunuk al Islamiyah
(Encyclopedia of Performance Evaluation of Islamic Banks). Each volume, none less than four hundred pages,
deals with a different aspect of performance. Volume One contains a general introduction and explains the subject
of the research and the ways in which the research is carried out. Volume Two deals with the work of Shari‘ah
supervisory boards. Volume Three provides an analysis of the social role assumed by Islamic banks. Volume Four
looks at the economic role of Islamic banks. Volume Five explores the management of Islamic banks, and Volume
Six examines the performance of Islamic banks with respect to accounting and auditing. In fact, Dr. „Ali and the
IIIT Cairo are responsible for an entire series of publications in the field, numbering about forty, and including
several gems. Among the more noteworthy of these is the study by Dr. Rifaat Al-Sayyid Al-Awadi entitled, Al
Manzumah al Ma‘rifiyah li Ayat al Riba fi al Qur’an al Karim (The Epistemological Congruity of the Verses of
Riba in the Noble Qur‟an). In his work, Dr. Al-Awadi undertakes a contextual study of the primary and secondary
verses concerned with the subject of riba from the perspective of the Qur‟an‟s i’jaz or inimitability. His insights,
though centered on a subject other than fiqh, are invaluable for the modern student of Islamic law. One more book
from this series that is especially deserving of mention is the work on terminology entitled, Mustalahat al Fiqh al
Mali al Mu‘asir: Mu‘amalat al Suq (The Terminology of Contemporary Financial Law: Market Transactions). This
book, like the six-volume Encyclopedia, is also the work of a team of researchers. While it breaks new ground on a
number of fronts, the work is perhaps most important for the way it arranges and then deals, however briefly, with
material.
Likewise, Accounting and Auditing Standards for Islamic Financial Organizations, by Professor Rifaat
Abdel-Karim (in English) and published by the Accounting and Auditing Organization for Islamic Financial
Organizations, promises to bring standardization to a sector that has long been troubled by differences. And Justice
Muhammad Taqi Usmani‟s Islamic Finance is a significant contribution in its own right by a truly gifted and
courageous scholar. A new and more readily available edition is planned for later this year. I will also mention my
own work, in which Justice Usmani also had a hand, A Compendium of Legal Opinions on the Operations of Islamic
Banks, published by the Institute of Islamic Banking and Insurance in London. That work—in conjunction with the
recent work of my former colleague at the International Islamic University in Pakistan, Dr. Hussain Hamid Hasan,
Daleel Fatawa al Bunuk al Islamiyah—brings the work of Shari‘ah supervisory boards to the public domain and
provides researchers access to a valuable body of legal thought. Finally, no one attending the Second Harvard
Forum could not be familiar with the work of Professors Vogel and Hayes, Islamic Law and Finance: Religion,
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Risk, and Return. To my mind, the chief virtue of their work, aside from the obvious scholarship, is their call, their
challenge, to Muslim thinkers to revisit the texts of the Qur‟an and the Sunna and to work with them directly to find
solutions to contemporary problems and issues.
Which brings me to the contents of this section of these Proceedings and the work of my friend, Waleed ElAnsary, “Linking Ethics and Economics: The Role of Ijtihad in the Regulation and Correction of Capital Markets.”
In producing this work, El-Ansary, a student of economic philosophy, compounds the philosophical element by
including the speculations of T. J. al-Alwani on the nature of the Shari‘ah. The real merit of this paper is its theme
of recovering the Islamic economic intellectual heritage. Gohar Bilal provides quite a different perspective on the
subject of capital markets in her paper, “Islamic Tradable Instruments: Basic Building Blocks.” This is a logical and
ordered paper that explains, often through the innovative use of graphs and tables, a number of Shari‘ah concepts
that are key to an understanding of Islamic tradable instruments and the principles underlying these, such as
partnership, co-ownership, debt transfer, agency, and property.
The next two papers in the collection deal with the murabaha transaction. Shaykh Abdul-Rahman
Abdullah bin Aqeel contributes a paper entitled “Shari‘ah Precautionary Procedures in Murabaha and Istisna’: A
Practical Perspective.” As the title suggests, this paper is concerned chiefly with the fiqhi details of the transactions
of murabaha and istisna’ and is a useful guide to the ins and outs of those transactions. My own contribution,
“Murabaha, Sales of Trust, and the Money-value of Time,” looks at the murabaha transaction from the perspective
of its utility, and how and perhaps even why the classical jurists accorded it the legitimacy that they did. Another
practical guide to the subtleties of Shari‘ah transactions comes from Dr. M. A. Elgari in “Some Recurring Shari‘ah
Violations in Islamic Investment Agreements Used by International Banking Institutions.” Dr. Elgari shows the
depth and breadth of his appreciation for the subtleties of contractual law. In the next paper, the noted legal expert
Isam Salah makes a valuable contribution to the practical aspects of investing, in “Practical Legal and Tax Issues in
Islamic Finance and Investment in the United States.” Finally, my good friend and colleague, Shaykh Nizam
Yaquby, gives a comprehensive ethical overview of Islamic religious teachings in his keynote speech, “Islamic
Finance in View of the Shari‘ah.”
May the Almighty grant continued success to all those involved in these efforts. And it is God who
prospers and assists.

