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Abstract

This study analyses the institutions as rules and organizations in Islamic economics and financial framework to deal with
economics and financial crisis. It explains that Islamic economic and financial system has a role for markets, but the asset
and goods markets are closely synchronized with real economy-based commodity and fund flows. Islamic economics
framework avoids the situation of glut and deflation with careful evaluation of investment projects with wide risk sharing.
Islamic rules and norms of trade emphasize on commitment in contracts which is strengthened through rules regarding
necessity of assuming ownership, possession, and risk before entering in trade contracts. Avoidance of excessive non-
asset-based leverage reduces the risk of both firms and investors. Prohibition of speculative trades and a check on artificial
liquidity and leverage-based trading helps in checking asset price bubbles. Rewards are matched to risk, and the risk has to
be borne by all capital providers with prohibition of Riba. Finally, ‘beyond-market stabilizers’ help in wealth and income
redistribution irrespective of the phase of business cycle. Thus, Islamic economics framework is more resilient to avert crisis
and deal with it through its set of commercial and social finance institutions and business ethics. © 2025 selection and
editorial matter, Erhan Akkas; individual chapters, the contributors.

References

« Ahmed, A.
Global Financial Crisis: An Islamic Finance Perspective
(2010) International Journal of Islamic and Middle Eastern Finance and
Management, 3 (4), pp. 306-320.

« Al Rahahleh, N., Bhatti, M.l., Misman, F.N.
Developments in Risk Management in Islamic Finance: A Review
(2019) Journal of Risk and Financial Management, 12 (1), pp. 1-22.

« Chapra, M.U.
(2008) The Global Financial Crisis: Can Islamic Finance Help Minimize the Severity and
Frequency of Such a Crisis in the Future,
Forum on the Global Financial Crisis at the Islamic Development Bank

+« Diamond, D.W.
Financial Intermediation and Delegated Monitoring
(1984) Review of Economic Studies, 51 (3), pp. 393-414.

« Diaw, A.
The Global Financial Crisis and Islamic Finance: A Review of Selected Literature
(2015) Journal of Islamic Accounting and Business Research, 6 (1), pp. 94-106.

« Ejaz, N., Khan, H.
The Underlying Cause of the Global Financial Crisis: An Islamic Perspective
(2014) Economic Papers: A Journal of Applied Economics and Policy, 33 (1), pp. 45-54.

« Ghysels, E., Seon, J.
The Asian Financial Crisis: The Role of Derivative Securities Trading and Foreign
Investors in Korea
(2005) Journal of International Money and Finance, 24 (4), pp. 607-630.

« Hall, R.E., Jorgenson, D.W.
Tax Policy and Investment Behavior

https://lwww.scopus.com/citation/print.uri?origin=recordpage&sid=&src=s&stateKey=0OFD_ 1900059214 &eid=2-s2.0-85217334606&sort=&clickedL...  1/3



3/17/25, 9:45 AM Scopus - Print Document
(1967) American Economic Review, 57 (3), pp. 391-414.

« Haque, N.U., Mirakhor, A.
(1986) Optimal Profit-Sharing Contracts and Investment in an Interest-Free Islamic
Economy (November 5, 1986), 86 (12).
IMF Working Paper

« Haruvy, E., Noussair, C.N.
The Effect of Short Selling on Bubbles and Crashes in Experimental Spot Asset
Markets
(2006) Journal of Finance, 61 (3), pp. 1119-1157.

+« Hassan, M.K., Kayed, R.N.
The Global Financial Crisis, Risk Management and Social Justice in Islamic Finance
(2009) ISRA International Journal of Islamic Finance, 1 (1), pp. 33-58.

« Kayed, R.N., Hassan, M.K.
The Global Financial Crisis and Islamic Finance
(2011) Thunderbird International Business Review, 53 (5), pp. 551-564.

« Khandelwal, S., Aljifri, K.
Risk Sharing vs. Risk Shifting: A Comparative Study of Islamic Banks
(2021) Journal of Islamic Accounting and Business Research, 12 (8), pp. 1105-1123.

« King, R.R.
Private Information Acquisition in Experimental Markets Prone to Bubble and Crash
(1991) Journal of Financial Research, 14 (3), pp. 197-206.

« King, R.R., Smith, V.L., Williams, A.W., van Boening, M.V.
The Robustness of Bubbles and Crashes in Experimental Stock Markets
(1993) Nonlinear Dynamics and Evolutionary Economics, pp. 183-200.
R. H. Day & P. Chen (eds.), New York: Oxford University Press

« Krugman, P.
Thinking about the Liquidity Trap
(2000) Journal of the Japanese and International Economies, 14 (4), pp. 221-237.

« Kuran, T.
The Provision of Public Goods under Islamic Law: Origins, Impact, and Limitations
of the Waqf System
(2001) Law & Society Review, 35 (4), pp. 841-898.

+ Shaikh, S.A.
Welfare Potential of Zakat: An Attempt to Estimate Economy wide Zakat Collection
(2015) Pakistan Development Review, 54 (4), pp. 1011-1027.

« Shaikh, S.A., Ismail, M.A., Ismail, A.G., Shahimi, S., Shafiai, M.H.M.
Intertemporal Consumption Behaviour in OIC Countries
(2018) International Journal of Islamic and Middle Eastern Finance and
Management, 11 (4), pp. 529-552.

« Siddiqi, M.N.
Current Financial Crisis and Islamic Economics
(2008) IIlUM Journal of Economics and Management, 16 (2), pp. 125-132.

« van Boening, M.V., Williams, A.W., Lamaster, S.
Price Bubbles and Crashes in Experimental Call Markets
(1993) Economics Letters, 41 (2), pp. 179-185.

Correspondence Address
Shaikh S.A.; International Islamic University Malaysia GombakMalaysia

Publisher: Taylor and Francis

https://lwww.scopus.com/citation/print.uri?origin=recordpage&sid=&src=s&stateKey=0OFD_1900059214&eid=2-s2.0-85217334606&sort=&clickedL...

2/3



3/17/25, 9:45 AM Scopus - Print Document

ISBN: 9781040311134; 9781032815220

Language of Original Document: English

Abbreviated Source Title: Islamic Economics and Financial Crisis
2-s2.0-85217334606

Document Type: Book Chapter

Publication Stage: Final

Source: Scopus

ELSEVIER Copyright © 2025 Elsevier B.V. All rights reserved. Scopus® is a registered
trademark of Elsevier B.V. G_RELX Group™

https://lwww.scopus.com/citation/print.uri?origin=recordpage&sid=&src=s&stateKey=OFD_1900059214&eid=2-s2.0-85217334606&sort=&clickedL...  3/3



