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Thet pagerstiemas 0 analyes (e om0t pl of marke mehar s in lelemic

1103 . a8 o by Bhe Mssll Thee kideas of Ml schodars ane.
al large, romatned dnexplorsd who hed offered rather detaied and sophisticited
it e Gn. mArked and prszing il Crur dludy ifined i the ideds of
Fodioweieg represenlative personikliies such o Al Yusul Al Chaesll. Db Tessbsh
and Bm Khaldan. The paper conchades wigh the nots thal considerable idess on the
‘maront aced pricing sechaniem were kund wath the Muslim scholurs long before
ther micl-sighiersth cendusy, and (uad e views of mbanic wrler were far detaled
wnd clear. This requines o Behwimp £ [Ty
mumm“mmmmmmd
ity U comdribution of the Arsb-lslemic scholars 1o
thmwmnm et of Stonemics for the sake of

aherrinal ty a. wwll b
1. Istroducticn

Thi present paper atms to study and anefyse the concept of mark
[t ek by mlaumie | s 0 i ] develloped by the

Muslim seholars. The resson for checaling the lopic s a statement by bate
Joseph Schumpeter in his magrus opus, The History of Economic ARaiysis
whileh [he presenl writer could not verify due bo contrary svidences bowhich
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It cume across during his research werk.  According to Schampeter. “As
regarda the theary ol the mechanism of pricing. there is very Bile bo report
‘beliore (e msddie of the eighteesih contury..” ' There are enmugh reasons
b selieve that the Muslim schobars and spents who bed the werld during
mmﬁ:ummmmﬁm philossphy and

trade and y, etc., vl who iransmitted Giresk philosophny
ﬂhmmmmmﬂmmhmm'mt
bave discussed wnd snalysed economsc problems and issees fnced by
tham., such as production, distribwtion. smarkest formsiton. price debenmil -
matien, eie. Unfartunately . their idens, ol lange remained unexgionsd, Due
o emormous materiad on Uhe suliert wewll be ssbasthve In our presentation
andl chiooee the follewing ihinkers io discuss their dema:

1. Abu Vsl (73] -58 ADj 2. Al Hamid Al Ghosssll (10581111 AD)
3. Mon Taientyah (13683- 13328 AD) 4. o Khaddun {1333 |- 804 AD4

Relying primariy on the originsl Ambic [sngusge sources, | hope to come
ap i this paper with centain Andings which will be & modest comtribnition
o e history of ecenomic thought.

3. Convept of Frising s Exrly st Sl Cobury AD

husdarm schmlars. wrHngprier vthe svediersl Europssn scholestics.
offered ruther detaied and sophisteated discourss on markel snd pricing
mecharism. The earbesl rocord Swal | have been able 1o decover, of
imorense and decresse of production with respect. L price changes. is in Abu
Yiswal™ (73] -T98 AL Bt instesd of atbermpting sy theoretioal socount of
cemmand and supply and their sffesl on priees, Abe Tusul stsbes

Tt ta run cilepfrsiier B of Chemgenes s ol superosi ey (e com
b escrioairan T 0 naer ceckiad e e, e princig
unmonis.  Cheapaess G nol des B abunderes o jeod o

e by seevreily. Thy are sullpes 6o B comemnd
and of G el i e bl oy e
el sormenirary i i G0 Mol b & i Cheg 4

I e wheonre Advu Yussusd sestein 1o be: desping ted cmumon Smpression
of u megutive relationship between supply and prioe. N 8 in Beot, trus thal
prise dess nol depend on supply ko — spually iperisead is e leron of
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demand. Therefore, increasing or decreasing price o3 nol necessarily
Abu Yusuf says that there are somse other reksons also but these be (nils
to mention for the sake of brevity,® What are these other reasons? What
didd h# have in mind? Pechaps shifis in demand. or 0 couilnes money
supply. or hoarding and hiding of goods, or &ll of these? In the oplalon of
Muhammad Nejatullah Siddgl. Abu Yusils remark should be taken (o be
a statement of something he observed: the possible comdstence of abun-
dance and high prices and of scarctty and bkrw prices. Abu Yusul dealt with
the e of grain prices indidently whille arguing in favear of proportonate
taxes s against @ fxed remt on land. He was not discussing price
determination as such. so he could nod reste the phenomenan he observed
tochanges in the supply of maoney. His remark does nol amsunl (o a denkal
ol he rale of derand and supply in the determination of price.?

3. The Process of Market Evolution ss Ssen by al-Ghasakl

Abu Hamsd al Ghazali™ (1058-1111 ADI provides & surprislegly
detatled discussion of the role and significance of volunlary trading
arihiies and the emergence of markets based on demand and supply
Iorees In determining prices and prolits. For ol Ohaesll mﬂnﬂlﬂmu
part of the "naiural order” of things. an =xy of the s=lf
desire to saitsfy mutual cconomic needs. A full l.pprml'l.lundlhzﬁplh
vl breadth of his inaights becomes evident From the lollowing:

Frvicyps s b whee farming Lol e nol auoiinile. Slack-
sl ol COrpeTieTs Mo Wi foneng e acking. So. ohe farmeer
ruvecds bisckamiths oned carpenisrs, o thay i e ned forme s
Nesturally, ench will wen! o satisl his needs by gleing g i
anchunge 3 fornion o udes W POTsEIses

B, i i afso peawble thal when the carpenter wants foosd in
mmmd—nﬂrﬂhmﬂ'ﬁmh
m“mwmnmﬁhﬂ. o much
creaie p Tharm) e g bding o
mwfrﬂqpﬂ-&-mwmmkmp
and alss uereh mmmmh
stared. Th

wslabinhed Mhmrﬂﬂnﬂmﬂfm
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el riachily S8 or exchurge sl TR PORMESE. thily BT Chaw
LA iy Pne o el oroders sl i ey sioew the prodiece and sell

o Chee s il el Thant i e o vl ot cof oo™
He I wiso explics on regponal trede:

hnﬂmmu“ﬁ-ﬂm IIIH!
erempd b cfRerairl s Lo ool vl ol ol {rows
mm#n—-—-mnﬁmw
et P ol e s rvcnd e Il ol e g ot Pt
[ TN, S—— ‘e

ERSETANEEL. TR o chuss o DTy e ooy gl S one
e fc- anather ewrpes  The i befnad off Suse et aies o
e cerrrrmadoiion of profis, wwlediieclly  Thess roders et
hatrrch s by tracilitng Lo safiafly o redos Srel o-meler profils
crmil e [ gl (oo arw ke by ifeers

Al-Gharsll s, clasrly saggests the ‘mutosibty’ of sconomic
mchadngs. which ibttsdtalon specihlies 3on kd dvisen of labout =ith
rempect 1o reglons wed pescurces.  Purther he recogueises that treding
wrtivities mdd value to the grods by mesieing deern evallabie st o oseful place
and dme. Mothated by participants’ self tuberest. cxiange kads Lo the
cramticm of profli -mothated mddSlomen. or ader. Though
of wealth in this menmner wes not views ss smsong the moblest scthvitios in
the prevailing orvironment. he romogsres i e cesmmtind Lo the proper
functioning of & prgressive coonomy. Moreresr, whille discussing the
ey wrttvitien, b sleo memtons e need for ssle s secure rading
ronstrm mrd remarios thad the state shaoubd provide profsction so thet marke
an expared and the cotnory cun grew, He shows o soand understanding
of the interactions of demand and , vl s o pobe of profits s
part o & dvindy ordained scheme of things. He &ven provides & well-
deirerad ethibcal code for the business skomuniy

2.1 Demand, Supply. Prices el Profis

Themugh, sl -Chmmll goos w0t Heraes demsid sad wapphy 0 medern (oma:
naEmeTicuS Pl from bis worfis demeensirate copelderabie depth in
thin resport. He i referring (o an upsrd-sioping rupply curee when he
s thasd. ™ [ her freraer dows ot gt o by jor s prosiune. theen he sells of



@ wevy low price”."!  His awurencss of market forces is evident, when,
ooncerning high foad prices, be suggeats that the price abould e induced
down by reducing demand, implying o lefward shift in ihe demand curve, '
He also soemns Lo have some insights Inko the concept of price elasticity of
demand: " e in gl magin by price reduction will coise an inceass in
sales and fhus in profiis™."™  He likewise recognizes “price-inclastic”

and profis could oecur, &nd thal sinee profile represent an “extrk’, they
shonuid be, i gemeral, sought from non- secessites.

Likee oither schodars of his s, &) Ghazall discusses price and profits
maire ar beas Logether, withoul clear referenos o oiets and revenues. While
expreasing some disdain. though nol condemeabtion for profit secking, he
recognizes the motivations for, as well &s sources of, profits. Profits are
wiewed as the retwrn on risk and unceriainty, as “they ftrackers and
busiressmeny beor a lof ¢f trouble tn seeking profits and ke risks and
enulanger lies in voyoges. "™

As Indieated above, al Ghazall is critical of “exceasive profiis. He
Imsists that seilers ahould be guidsd by “profits’ of the ‘wlimate’ markel —
Le.. Uhe Hereafier, 1®

4. Market Mechanism as Concsived by s Taimiysh

mw"m:mmdmmuwm. Free-
marke! ecomomies, sniel how prices ended Lo be determined through the
forces of demand and supply. He saya

hﬂﬂhmu_w“qum#

A5 PN i prsion o ahecTin Un DT
off D gl £n alermorad mlruuunr—#u'-gmdm
whilie i eatibiing deécracses, B3 priov riss O ohe ol fuorad
Wikt of the goosd Lncretaes an che desines o (@ derrense
Jhe prioe declings. Thiis el My na b o
by ther ution oy peop; | may B o & 3 G I esseng
Anjuniice. or samedTe I gy uach rpussics. '
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This statement partly reflecis o commondy held view ul the time, that
in. Faing price is the resull of injusties, or tranegression, on the part of
sallers o poasibly the reaill of memspslston of the market. However. Tbn
Tuimiyuh srgues that there could be sther factors. He staies tht rising of
falliimyg prices could be due to markest pressures.  Then be discusees soms
of thee fuct ors tha tnfluesce domand smd sopply. snd b msights. shibe e
quile me ehegant a8 one fnds in comtemporary Lexis. novertheless., wre
remarkably profound fer the era e PepreserThed.

wEporia of the goods demanded. A change in supply i described as an
Ineerense oF decTenss i Uhe avalishity (supply) of e goods. He describes.
_ld{mpdhiu—uf‘_-hhpﬂ—m‘_:'u
ary bermae. i ey o it of dermmind [Rnedier being Income',
MMMM“M

The above guobstion lrom e Teimtysh cerly suggests what we
mow call ‘shift’ in demand and supply schedules. Thus, st o gven price.
demand imcroases and supply decrenses, leading (o & price riss. Or,
comversely, &L & gven price, supply increnses and demand decreascs.
lemding to n price decline. Sirniarty, depesding wpon the exient of change
10 supply and/or demand, the chamge tn prios may be lasge. smadl. or 26,
Various such possdb@iiies seem to Be Eagdied B e abowr guOLALon.
Elnewhere, hie 1 more agplicit

¥ pecple are selling iheir goots -
Prisriraer dPholUT oy Erifuasiice sr kel gt dl s i rises dasr
o o da i

-’

i—-ﬁnhmm"‘ .

Here, [hn Tuimyal suggests thal s resson for price [ncfeds: My
be sither & decresse 0 supply or an Incresse s pagealnbion (snamber of

dhae: b redhucer! aupply Befteard dhafl) or ncresss in demand (rightwand
whift] s described as an ‘scl of Allah' — chviously, reforming Lo the
trmpeersonm] nadure of the I L
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Prom the loregoing it is alse obviows that Thn distinguishies
betwresn two facions that may couse shifts in demand-supply schedules
ansd thus affect the markel price: awlomalic Mmarkel preasures and sellera’
iranagression (e, due to hearding.

It might be noted also that while Ibn Talmdyah traces the elfecls of
changes in demand and supply on market prices, he doss nol seem 1o
identify the effect of higher or lower prices on quantity demanded or
sapplied ile.. manements alang the respective schedules], However, 1o his
al Hiabaah, Tue reders 10 AR earber jurisl. In thal admdnistretive setiing of too
low m price that leaves no profit resulis in o commuption of prices. hiding of
goods [by sellersi and destruction of people's wealth. ™

Thus, bie seesns (o be aware of a direct relalionship belwesn price
and quanlily supplied. Further. he §s also poainting to the disincentive
eflects from “sdminkstratively fxed price which is "too low' jobviously
redative 0 some ‘normal’ price), and which could reduce profits and
encoursge hoarding.

4.1 Other Focters Affeching Sorket Demand and Supply

Elsewhere, [bn Taimiyah ideniifies some other determinants of
demand [and supplyl which can affest the market price - such as il Intensity
and mag e ol ok o, 9] rel soarcity or abundance of a good. i)
credit conditions, and b discount fior cash payments, The following briel
quitatians are Ussrathee

Pecps dis sine L o difSerers! Aonels ancd voris reqeamuly, it vores
acmxingg i dha o ) o ithait e chinl A
o] i vmach e strongly deskesel wleen i scorve than when £
s avalobde in oburwlanoe. lmmmmnw
af demander. [l mumber of p
up-pwpu.puqmulumﬂm 1 small

It b alse qifecied by (e sirength aned wealreney of T rosed for tha
ot cunat by that sorkerss of e, N great o sl i the need
Jor i I that st (5 grea il sivengl. thar prioe will Increcsa i an
exteni greacer than [ Ce nesd i smadl and ek
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In kg plae, (Fit s sl el amisarifug in pying ialain, &
el i R R s ool I O aeleT sharh (e ool
b arvepmbe e one ache ie oo jor e imsokeny. deloy
. payTTe oF refasn o pogTren die

In indcing ooyl the desiabiity §f coeraces, b soye, Thes s

reutitawe] ety htm, i cont st b et ecue e b rod fullly capable o
Jumittghil regewdling his prossss.  The degeees of oopabidity and
Jitfuilness dier. This apphes i the saller andt the nger. . The
price of who is asnilinble i s (e e price o whal s nod
physionlyl aeulisble The seewr oaplies o e waer who s
mﬂhmwdm-hl‘-’“ bt morrertias b
#hrwthwll‘—‘ o el i3 gl o il

diry (i rraabes Dy The priee b5 bousr in the formar

o 1L

An incresss in the number of ryers. cossing &n iscrewse in price
fatheer Uhifge being consbani] s indeed well -recofriecd, However, the sidr
of need aa distinet from its intensity footh may be viewsd as suggesting
‘tmate] reders o the comenedity's phace i Uhe basloet of goods deaired by the
bruyer. If this interpretation is correct. bn Tainsysh hes sssociated high
priee with intensity of need as well s e good's felabive Evporiance in the
tokality of & Bupers requremend,

Furthes, s Tambyah suggests th reavancs of cretil 1o sales, The
aberwe quotation tmepdbes that U crediii Dmnaactions are cormmoT., Lhe sellers
sl face uncerislfties as 1o future pay [y . B W THEE VET IS

unceriainties, mdmhmdvuh“m Bdtrwnm
wguificant contAk to e tepecially when one bears
im mind the era during shich mn.'l'_ﬂh s writing.




A [slshi Marbert bechanism @

4.3 Compstitions and Imperfactions in the Moriet

1L should be noted here that while [bn Talmiyah eever uses the berm
‘compeliion’ [a concept thal emenged much later in the evolution of
eoonamde Uhought), nor descnbes the conditions of perfect, competiiion in
canlemporary jargoe. i 1 clear thal his awarensss of the ‘competitive
markel assumgptions ls unambiguous. Thus, hewrites thai "talonce people
tio el objeris which are nol obligetory is sell, or restrict them from ssiling
apermissibie object, are injustice and therefare, unlavwful™* In contempo-
rary lerma. Lhis clearly refers to full reediom o enter or ﬂll.lmm:L
Further, be |s eritcal of colluston ameng buyers and sellers.™  Homage-
neity and standardization of the product i achocated 1 s cofdemaalian
ol adulteration of the product snd of frisd and decepiion in (s presentation
for sale. ™ He emphasizes knowbedge of the markets and the commodity, 45
the contract of the sale and purchase depends on consent and ‘consent

requires knowbedge and understanding.*

1bm Talmiyah is agadnst excessbes regulation when markel forces
are free to workl resulting into determination of a compelidve price. With
regard i market ections, he recommends that If sellers abstain
[through hearding from selling their goods except at a higher price than the
CusiEnary or ‘normal’ price and people need Usess goods, then they will be
requined to sell U Al the price of the equivalent,® Incidenty, thes
concept 18 synonymous (0 what s also described as Just price’. Further.
I theere are eloments af manapoly lespecially in Uhe markels for [l and
utmnm:.:ua.lhequrmm!nmwm ensure Lhal monspoly pouser
Is restricted. -

From the faregoing discussion it is obvious thit la Talmiyah had
aclear perception of the well-behaved, orderly markets. inwhich krowledge.
honesty. falrplay. and freedom of choice were the essential ingredients.
Thus it 18 in this contexiual background that one must appreciale and
wvaluiale Tds anklysls of the funcloning of markel and mechanism of
pricing.
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B Ba Ehaldun on Maskct sl Prioing

From the Musitm scholars whe wroteon market and pricing. Uhe L
n"ﬂmdm:-hwrtm 10} who b been
d by Schump in o places in his Hisony o Economic
mw“umtmihuw‘ I hils aamous:
weori ol al- Musgaddimeh, under e honding Prices in Towra, e dhvides the
oot (VL0 TeereERries Bn 1o iries. Asenrding bo him. wiven & city expands
wrmdl those of honuries mereass  The reason given by him is thal the
foodwtaffs imd wimdler commoditien eing the recesssries of e get the S

comveniences doss mol atiract the sllestion of every e, whille Uheir
demmand increases tue to changes in e patterns cousting thetr prices (o
mereass. In mmmmw-w:nnmﬂm
el puppdy and thelr effect on prices, He siec notes Uhe role of competition
wmemng the domanders snd noresing tost of sopply doe 10 Useilion and
otier kirds of duties in the town ™

A ek place, Mo Khaldun descrilbes. dhe dffect of trcreased o decrensed
supply on prices.  He says:

" Wit gosle S o ety aew e ond qare. St prices
o O Dt ofher o, ushem S comniry i v geed ther oo i
sage for raveliing, thare wdl b ey I rovapert dwr peodls. Thus
ety ST e B i e qucsrinien, ol bt ey oill g dlonan.

st wrheereus very bow profits discowrage traders and antisans and very
high. profiss decrense demand™ Indeed, b Khaldun goes heyond e
Tasmstyals in s Gear mention of thee derments of oorpetition wed different
comtn of supply on which Thn Telnsipsh s nol very sepliclt.  Afer his
mmierneni of demand and aupply. T Bhabdun ctes msmgles of Siferent
goodes wrsd thelr vupply i different comniries smd thalr Tigh oF e prices
wnorriing to Ueir svalsbility, He moarely sl these obeervmtions bt

e nuot premcribe wey price conirol pelliey . Hie s 1 B S ComeTTe]
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with the facts winibe (Do Taimiyah s interested in policy Bsues. As we have
seen, [bn Talmiyah does not comfine bis anabysis 1o discussing the effect of
increase and decrease in demand and supply on prices, bul he oppoes.
Bxation of any price a3 long &s markel forcss work normally. In case of
Enperiection la the markel of Injustice on the part of suppliers he
Pecemmends price s,

Unfortunateby, lbn Taimbyab snd Ibn Ehaldun were born on the o
of a docline In Muslin schnces and cuMure,  Therefore, the theary
exgpounded by them could not be improved wpon W any degree.

From the foregoing discusaion. i is ohvious thal considerable ieas
an marked and priciag mechanisem edsled long Belore the méd-sighleenth
eemtary. In faet, views of writers cited in thils paper show that they had a
chear notion of the worldng of ithe market and were trying (o grappe wilh
other related saue also.
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