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Abstract
Inflationary Financing: An Islamic ®erspective
By
Fadi Mahmoud Abdul-Rahiman Issa
Supervised by
Or. Mohamed Abu Zaid Or. AL Alsawa

This study titled “Inflationary Financing From an Islamic Perspective is an
attempt to unveil the mystery engulfing legitimacy of this financing policy in a view
to reach the legitimate provision thereof, as well as to provide the Islamic financing

alternatives which stands as a replacement of this type of finance. Therefore, the study

has been built on three basic axles:

First: The nature and significance of the inflationary financing and the extent of

its being needed:

This axle focuses on thelinﬂationary financing in the traditional economy,
where it starts initially using the concept of the inflationary financing, then looks into
attitude of the economic deliberations towards it, i.e. (Classic schools, Keynesian
school) along - with the most important positive and negative aspects of this financing
on the economy adopting it, and finally looking into the most magnificent controls

and justifying factors of the inflationary financing,
Second: The attitude of the Islamic economy from the inflationary financing.

This axle concentrates on the status quo of the inflationary financing in the

Islamic economy and starts by deliberating the viewpoints of the Islamic economist

supporters of such finance along with their supporting evidences, then it turns to those
Islamic economists who are opposed to the inflationary financing. Furthermore it
discusses the most important proofs of those who permitted it, and finally it concluded

to representation of the Islamic judgment thereto based on the Islamic policy rules.
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Third:

This axle focused on the legitimate financing alternatives of the inflationary
financing based on the judgment the inflationary financing acquired after been under
thorough review in accordance with Islamic policy rules. It started by discussing the
cases where the canonists or jurisprudence scholars allowed the Moslem ruler to
entrust someone to manage on the wealth of the rich people, it moved then to the
sukuk and Islamic bonds explaining how it can stand as substitute enabling the state to
finance the development projects, then it discussed the privatization of government
projects, and demonstrates how it forms a suitable alternative for the inflationary
financing, and concluded the study by looking into the Islamic loans shedding light on

its importance in covering a considerable part of the budget deficit.

At the end of it, this section detailed other numerous auxiliary instruments
through which the state can anticipate and evade the problems which could, later on
result in budget deficits. This goal can be achieved by activating the role of Zakat as

well as Islamic awqaf.

Key words: Inflationary Financing, Islamic Economy, Islamic Policy, and Budget,
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