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Thesis Abstract

This study examines legitimacy of public borrowing as an instrument for financing

budgetdeficit;madopting-a=descriptive analytical and deductive methodology. It describes,
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analyzes and deducts the meaning and implication of budget deficit, defines its causes
and the means to collection of loans from an Islamic point of view. The study, however,
provides  recommendations and financial alternatives  accompanied  with  some

contemporary economic assessments.

The study concludes some important findings. It concludes that the Islamic economy
entitles recourse to public borrowing, even if it is compulsory, provided that there will be
expected revenue to repay those loans, and the state should not burden the treasury with
loans that can not be repaid in the future, because that would be a price on future
generations and is incompatible with social justice that must be observed between the
generations the way it is observed in one generation. The state borrow should be limited
by range of predictable revenue. The state may resort to public borrowing in ordinary
circumstances and urgent catastrophes as well, provided the financial resources are
limited or the treasury does not contain the fund of money enough to spend on necessary
projects, with particular reference to need and crises conditions. However, the state can
not resort to an interest-based borrowing under the pretext that the state is the father of
the citizens, since the government has legally recognized as a moral / juristic person and
the interest (Riba) can be realized even between the government and its organizations as
far as they are considered independent entities. Finally, it was proven that the Prophet,
peace be upon him, as the head of state, had borrowed from individuals in several

locations. So did the guided Caliphs.
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