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			  In lieu of an abstract, here is a brief excerpt of the content:
			  113 Islamic Banking and Finance: In Search of a Pragmatic Model 7 ISLAMIC BANKING AND FINANCE In Search of a Pragmatic Model Abdullah Saeed During the twentieth century, with the emergence and intensification of a global Islamic revivalist movement, calls were made to transform the existing political, legal, social, and economic institutions of Muslim societies into institutions that were more in line with Islamic norms and principles.1 In this context, from the mid-twentieth century Islamic banking and finance were given a considerable boost at both the theoretical and practical levels. They have since constituted a discourse that reflects the aspirations of Muslims to be “authentic” and true to their tradition, while at the same time remaining part of the ongoing and rapid changes that are occurring in the world today. Hence, Muslims are faced with a problem. To what extent should they remain faithful to the ideals that are enunciated in the foundation texts of Islam? In other words, they find themselves needing to be pragmatic to keep up with the changes that are occurring in the world. An examination of some key aspects of Islamic banking and finance will thus shed light on the whole question of idealism versus pragmatism in the Islamic revivalism of the late twentieth and early twenty-first centuries. Muslim economists who argue for an Islamic model of banking and finance constantly turn to the Qur’an and the Sunna, as well as past interpretations of these texts, to seek guidance.2 From the 1950s onwards, economic and financial matters that were dealt with in classical fiqh works 113 Abdullah Saeed 114 have been given a high degree of importance. Newly developed contracts and products for Islamic banking and finance are often justified on the basis of what classical jurists proposed or formulated. It is also common to find arguments for or against a particular contract or product based on arguments that were advanced by classical jurists such as Malik b. Anas (d. 179 AH), Sarakhsi (d. 483 AH), Ibn Rushd (d. 595 AH), or by other figures who on occasion wrote on economic issues, such as Abu Yusuf (d. 182 AH), Yahya b. Adam (d. 203 AH), and Ibn Khaldun (d. 808 AH). The precedents of the past 1,400 years have thus become an important part of how and what the Islamic banking and financial system should be. In constructing such a system, because of the diversity of approaches, interpretations, and understandings, Muslims in the late twentieth century naturally differed on how a contemporary Islamic banking and financial system should be conceptualized. Whereas some tended to be more closely bound by the actual practice of the past, others looked to a more “liberal” approach. Still others preferred a middle way, keeping an eye on the past while emphasizing current needs and aspirations. PRINCIPLES OF ISLAMIC BANKING AND FINANCE Of the principles of Islamic banking and finance that are largely agreed upon among Muslims today, the most important is the Qur’anic prohibition of riba, which, according to a significant number of Muslims, covers modern bank interest. One of the important points of emphasis in the Qur’an is that the disadvantaged should not be exploited through riba-based transactions. In this context, the Qur’an prohibits riba in no uncertain terms.3 However, there is some debate today on the precise definition of riba, and on whether the term covers modern bank interest.4 Despite this debate, Islamic economists and bankers have remained insistent that all forms of interest which are in practice today are indeed manifestations of riba and have no role in an Islamically acceptable financial system. They argue that the prohibition of interest is based on clear Qur’anic instructions and on the Sunna of the Prophet. Apart from avoiding interest, Islamic banks are also required to avoid transactions that involve excessive speculative risk (gharar): that is, contracts in which a significant element of uncertainty exists, or similar transactions such as gambling.5 In addition, Islamic financial institutions must continue to follow the rulings that are provided by the Qur’an and Sunna in relation to other prohibited contracts.6 [44.200.184.163] Project MUSE (2024-04-10 22:29 GMT) 115 Islamic Banking and Finance: In Search of a Pragmatic Model To meet this objective of a riba-free banking and financial system, Muslim scholars have devised contracts and products, and have developed principles for engaging in productive ventures, in which capital can be combined with... 
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