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Abstract

The study of welfare economics has grown in importance over

t

the last two decades . It has become the most systematic and dev

field of what is known as " Policy Sciences " , These sciences a

Dep

concerned with the contribution of scientific knowledge and

empirical inquiry to better policy - making .

f Thesis

However , welfare economics is not a " value - free " discifl
Policy - making involves value judgments or premises ( i.e. judgg%
and premises which can't be subjected to empirical and / or logigk
test to determine their truth or falsity ) . What welfare economé?
can do is to make value premises explicit and determine if they
" warranted " in terms of some axiological system .

We recall , here , that the western ( or so - called the
Paretian ) approach to welfare economics is not a " general "

" objective " or " scientific " theory of welfare economics . I%

f University of J&rd

a biased theory which proceeds from a number of definite assumpté&

or premises , both ethical and factual , which are closely relat§§

to western philosophy or ideology . In principle , one could concé
1

of a whole host of theories of welfare economics , based upon

different sets of ethical and factual premises , and with differ

esérved

recommendation concerning public ( or microeconomic ) policies .
The main objective of our thesis is to make a step toward

" islamizing " welfare economics . This attempt is done through

All RightsR

(1) changing its policy philosophy or premises , so as to make i
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policy prescription based upon the islamic value system .(2)

studying the subjects of welfare economics from an islamie

perspective ,

Welfare economics® main interests can be classified into
two broad subjects : economic control and economic choice .

Economic control deals with economic efficiency , or what migh

of Thesis Deposit

be called the " organizational problem " , i.e. how to make the

actions and objectives of economic actors compatible with the

enter

objective of the whole economic system . Economic choice deals Wi

the " value problem " , that is ; what is meant by economic optﬁi
. ©

and economic improvement .

ty of Jor

In this thesis , and with regard to those broad subjects ,
we trace out the important role that islamic altruistic motives

can play in solving the organizational problem , and examine the

nivers

islamic solution to the criterion problem .

The specific objectives of this research can be gummarized
as follows :
(1) To analyze the nature , scope , and methodology of welfare
economics , and its relationship to moral philosophy and positi
economics .
(2) To serutinize , evaluate and criticigze y from both islamic
and scientific points of view , the factual and value premises

which underly the Paretian theory of welfare economics . In

All Rights Reseryed - Library of U

evaluating these premises , the researcher will borrow from moral

philosophy , general systems theory , sociology , social psycholo



social exchange theory , game theory , etc .
(3) To illustrate the intense need of present econoumic systems

to the ethical and altrustic motives { or what the researcher

Deposit

calls " the ethical hand " )} in achieving economic efficiency ;é%
this will be done by proving the existence of dual failure of bﬁi
the market ( " the invisible hand " ) and the governnent ( " tth
visible hand " ) . To prove the existence of this dual failure

the researcher discusses the following theories and models :

- Ceriter

a - The theory of market failure . This theory asserts thatg

Jord

a decentralized perfectly competitive price mechanism will not
under certain and prevailing conditions , produce economic effid®

>
The conclusion of this theory contradicts sharply with the so -}ﬁa

" the theorem of invisible hand " which assumes that , given a

niver

number of ideal conditions , optimizing behavior on the part ofD
(V-
individuals and firms under pure competition leads to an effici%&

collective outcome .

brar

b - The theory of government failure . This theory states t#z
central institutions and procedures will not , under certain an%é

prevailing conditions , remedy market failures or imperfections

s Reser

and , on the contrary , it may increase economic inefficiency .

o
Therefore , interdependence is a necessary but not =z sufficient-%%
condition for the government { the visible hand } to bhe more EE
efficient than the market mechanism ( the invisible hand ) . <

¢ - Prisoners’ dilemma model, This analytical model belongs

to the so - called game theory .
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Its central theme is to show that rational behavior at the micro
level can lead to an apparently irrational macrc outcome . That i
to say , there is a conflict between individual rationality angd.
group rationality .
( 4 ) To give a comparative analysis to the subject of collectiv.
( or social ) choice y from both an islamic and western perspecti
Here , we examine and compare between the islamic and western
criteria for evaluating alternative economic states , and show th
relationship between the islamic criteria for collective choice
both islamic ethical preferences ( rules ) and majority rule . :

This thesls reveals , among other things , the importance 0fO
" trust " in achieving economic efficiency and non ~ economic weig
The " rehabilitation " of this missing element in any economiec or>
human organization decreases transaction costs ( i.e. costs of g
uncertainty , vargaining and enforcing contracts ) and hence it ﬁ%?
facilitate transactions and exchanges , economic or otherwise . Th
study comes to a conclusion that the optimal organizational soluti;
to the economic probdlem ( i.e. how to satisfy increasing wants 0{%
man by using limited or scarce resources ) is the one which combigf

market mechanism with trust .
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