Socioeconomic and Political
Dynamics in Ibn Khaldun’s Thought

M. Umer Chapra

This article explores Ibn Khaldun's theories and ideas about the causes
that lead to the rise and decline of civilizations. By emphasizing the
dynamic and interdisciplinary character of Ibn Khaldun's methodology,
it systematically shows how moral, social, political, economic, geo-
graphical, and cultural factors find their appropriate place in Ibn
Khaldun's schemata. Unlike other studies of Ibn Khaldun’s contribu-
tions, this article recasts his ideas in contemporary terminology and at
once making Ibn Khaldun's analysis and prescriptions relevant. The
article also examines the central role of welfare, justice, and develop-
ment in statecraft, and provides a lucid model of a contemporary
Islamic welfare state whose magasid include the material and moral
well-being of its citizens.

Ibn Khaldun lived at a time (1332-1405) when the Muslim civilization
was already in the process of decline and disintegration.! The Abbasid
Caliphate had come to an end after the pillage, burning, and destruction of
Baghdad and the surrounding areas by the Mongols in 1258, around sev-
enty-five years before Ibn Khaldun was born. The Mamluk dynasty
(1250-1517), during whose period Ibn Khaldun's ideas crystallized, was
only contributing to an acceleration of this decline by its corruption and
inefficiency, except for a brief initial period in its history.? Being a con-
scious Muslim, he was keen to see a reversal of this tide. However, he was
well aware as a social scientist that such a reversal could not be envisaged
without first drawing lessons (‘ibar) from history to determine the factors
that lead a great civilization to bloom out of humble beginnings and to
decline thereafter.
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The Mugaddimah, which was completed in November 1377, was the
outcome of this desire.? It literally means “introduction,” and it constitutes
the introductory volume of a seven-volume history, the title of which may
be freely translated as “The Book of Lessons and the Record of Cause and
Effect in the History of Arabs, Persians and Berbers and their Powerful
Contemporaries.” The Mugaddimah tries to lay down the principles that
govern the rise and fall of a ruling dynasty (dawlah) or civilization
(‘umran). However, this is not all that it does. It also contains a consider-
able discussion of economics, sociology, and political science, a significant
part of which is Ibn Khaldun’s original contribution to these sciences. He
also deserves credit for a clearer and more elegant formulation and expres-
sion of the contributions made by his predecessors and contemporaries. Ibn
Khaldun's insight into some economic principles (the main concern of this
paper) was so deep and far-sighted that a number of the theories pro-
pounded by him nearly six centuries ago could undoubtedly be considered
the forerunners of some of the more sophisticated modern formulations of
these theories.

An Interdisciplinary, Dynamic Model
Ibn Khaldun’s entire model is condensed to a substantial extent, even
though not fully, in the following advice extended by him to the monarch:
The strength of the sovereign (al-mulk) does not become consummat-
ed except by the implementation of the Shari‘ah ... ;
The Shari‘ah cannot be implemented except by a sovereign (al-mulk);
The sovereign cannot gain strength except through the people (al-
rijal);
The people cannot be sustained except by wealth (al-mal);
Wealth cannot be acquired except through development (al-
‘imarah);
Development cannot be attained except through justice (al-‘adl);

Justice is the criterion (al-mizan) by which God will evaluate mankind;
and

The sovereign is charged with the responsibility of actualizing justice.
(p- 39)*
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The advice consists of (in Ibn Khaldun's own words) “eight wise princi-
ples [kalimat hikamiyyah] of political wisdom, each one dovetailed with the
other for mutual strength, in such a circular manner that the beginning or
the end is indistinguishable” (p. 40). It reflects the interdisciplinary and
dynamic character of Ibn Khaldun's analysis. It is interdisciplinary because
it does not attribute the decline to a single cause; rather, it links all impor-
tant socioeconomic and political variables, including the Shari‘ah (S), polit-
ical authority or wazi‘ (G), people or rijal (N), wealth or stock of resources
or mal (W), development or ‘imarah (g), and justice or ‘ad! (j), in a circu-
lar and interdependent manner, each influencing the other and in turn being
influenced by them. Since the operation of this cycle takes place through a
chain reaction over a long period of nearly three generations or almost 120
years, a dimension of dynamism gets introduced into the whole analysis
and helps explain how moral, psychological, political, social, economic,
and demographic factors interact with each other over time to lead to devel-
opment and decline, or rise and fall, of civilizations. In a long-term analy-
sis of this kind, there is no ceteris paribus clause because none of the vari-
ables remains constant. One of the variables acts as the trigger mechanism,
but the others may, or may not, react in the same way. If the others do not
react in the same direction, then the decay in one sector may not spread to
the others and either the decaying sector may get reformed over time or the
decline of the civilization may be much slower. If, however, the other sec-
tors react in the same way as the trigger mechanism, the decay may gain
momentum through an interrelated chain reaction such that it may become
difficult over time to distinguish the cause from the effect. This circle of
causation became referred to later on as the circle of equity (see figure
below).
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Two of the most crucial links in this chain of causation are development
(g) and justice (j). Development (g) is essential because the normal tenden-
cy in societies is not to remain stagnant; they either advance or decline.
Development does not refer here to merely economic growth. It encom-
passes all-round human development such that each variable enriches the
others (G, S, N, and W) and in turn gets enriched by them, contributing
thereby to true well-being or happiness of the people (N), and ensuring not
only the survival but also the rise of the civilization. Development is, how-
ever, not possible without justice (j). The two are so closely interlinked in
Ibn Khaldun'’s analysis that they have been shown together in the following
diagram. Justice, like development, is also not conceived by Ibn Khaldun
here in its narrow economic sense, but rather in the more comprehensive
sense of justice in all spheres of human life. Justice in this comprehensive
sense may not be fully realized without creating a caring society through
brotherhood and social equality, and ensuring security of life, property, and
honor for every individual, honest fulfillment of all socioeconomic and
political obligations, due reward to everyone for whatever he or she has
done, and prevention of cruelty and injustice to anyone in any form.

Of the other variables, the Shari‘ah (S) refers to values and institutions or
rules of behavior for making people (N) fulfill their obligations toward each
other and curbing socially harmful behavior to ensure justice (j), develop-
ment (g), and the well-being of all. These rules may be formal or informal
and written or unwritten. All societies have such rules of behavior based on
their own value systems. The primary basis of these rules in a Muslim soci-
ety would be the Shari‘ah (S). The Shari‘ah (S) may not be able to play a
meaningful role unless it gets implemented fairly and impartially. It is one
of the responsibilities of the society (N) and the government (G) to ensure
this. Wealth (W) provides the resources that are needed for ensuring justice
and development, the effective performance of its role by the government
(G), and the well-being of all people (N).

If one were to express Ibn Khaldun’s analysis in the form of a functional
relationship, one could state that

G =f(S,N, W, g and j).

This equation does not capture the dynamics of Ibn Khaldun’s model, but
it does reflect its multidisciplinary character by taking into account all of
the major variables he discussed. In this equation, G has been shown as a
dependent variable because one of the main concerns of Ibn Khaldun is to
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explain the rise and fall of dynasties (states) or civilizations. According to
him the strength or weakness of the dynasty depends on the strength or
weakness of the political authority which it embodies. The political author-
ity (G) must, in the interest of its own long-run survival, ensure the well-
being of the people (N) by providing a proper environment for the actual-
ization of development (g) as well as justice (j) through the implementation
of the Shari‘ah (S) and the development and equitable distribution of wealth
(W).

However, while a normal cause and effect relationship may not neces-
sarily be reversible, the circular and interdependent causation in human
societies emphasized by Ibn Khaldun generally tends to be so. Any one of
the independent variables may be treated as a dependent variable, with the
others being considered independent. This implies that the trigger mecha-
nism for the fall of a society, which is the failure of G in Ibn Khaldun’s
analysis, may not necessarily be the same for all societies. It could be any
of the other variables. It could, for example, be the disintegration of the
family, which is an integral part of the N in the model. This may lead first
to a lack of proper upbringing of children and then to a decline in the qual-
ity of human beings (N), who constitute the bedrock of any civilization. It
could also be the weakness of the economy (W) resulting from a wrong
economic system (S), as was the case in totalitarian economies, or unhelp-
ful values and institutions (S), as in many developing countries.

The Role of the People (N), Justice (j), and the State (G)

Human beings are social by nature and prefer to live together (p. 41).
This is because, in their individual capacity, they are unable to fulfill all
their basic needs or even to defend themselves. They are in dire need of the
help and cooperation of others. They cannot, however, live together and
cooperate with each other in a state of conflict, hostility (‘udwan), and
injustice (zulm) (p. 43). These would make social life impossible. It is,
therefore, necessary to have ‘asabiyyah (group feeling) and wazi* (restrain-
ing power or government) to prevent conflict and injustice and to keep the
people together.

Linguistically the term ‘asabiyyah is used in Arabic in two senses. One
of these is good and in harmony with the concept of brotherhood in Islam.
This is what makes people (N) cooperate with each other for common
objectives, rein their self-interest, and fulfill their obligations toward each
other, thereby promoting social harmony and serving as a decisive force in
the rise and development of a civilization. In this sense it has been extolled
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and encouraged by the Shari‘ah (S). The other sense in which the term
‘asabiyyah is used refers to the blind and prejudiced loyalty to one’s own
group. This leads to the favoring of one’s own group, irrespective of
whether it is right or wrong, and promotes inequities, mutual hatred, and
conflict. In this sense it is against the teachings of the Shari‘ah and has been
condemned by the Prophet, may the peace and blessings of Allah be on
him.® Both of these connotations are reflected in the Qur’anic verse: “And
cooperate with each other in furthering righteousness and piety, but do not
cooperate with each other in furthering evil and transgression” (5:2). Ibn
Khaldun uses the word ‘asabiyyah in the first sense.

However, ‘asabiyyah is itself dependent on a number of variables which
Ibn Khaldun has included in his circular causation. It develops and gets
strengthened if there is justice (j) to ensure the well-being of all through the
fulfillment of mutual obligations and an equitable sharing of the fruits of
development (W and g). The absence of justice (j) would tend to generate
discontent among the people, dishearten them, and adversely affect their
solidarity. This will in turn not only adversely affect their motive to work
but also sap their efficiency, innovativeness, entrepreneurship, drive, and
other good qualities, leading ultimately to the society’s disintegration and
decline.

Justice (j), however, necessitates a code of behavior. The Shari‘ah (S)
provides such a code. But no moral code may become effective unless the
people know what it stands for and an efficient political authority (G) or
wazi' ensures compliance by the high and the low (p. 43). Political author-
ity has the same relationship to a civilization as form has to matter (pp. 371
and 376). “It is not possible to conceive of political authority (dawlah)
without civilization (‘umran) and of civilization without political authority”
(p. 376). Ibn Khaldun classifies political authority into three kinds. The first
is the “natural or normal” (tabi‘i) authority which enables everyone to sat-
isfy self-interest (al-ghard) and sensual pleasures (al-shahwah); the second
is the “rational political” authority (siyasah ‘agliyyah), which enables
everyone to serve worldly self-interest and to prevent harm in accordance
with certain rationally derived principles; and the third is the morally based
political authority (siyasah diniyyah or khilafah) which enables everyone to
realize well-being in this world as well as the hereafter in accordance with
the teachings of the Shari‘ah (pp. 190-91). If one were to use modern ter-
minology for these three different states, one could perhaps call them the
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secular laissez faire or passive state, the secular welfare state, and the
Islamic welfare state or khilafah.

It would be imperative for the Islamic welfare state to make the people
(N) follow the intent of the Shari‘ah (S) in their worldly as well as other-
worldly affairs (pp. 190-91). It would have to keep in check all behavior
that is harmful for socioeconomic development — dishonesty, fraud, and
unfaimess. It may also have to ensure the fulfillment of contracts and
respect of property rights and to inculcate in the people qualities that are
necessary for social harmony and development with justice.”

This raises the related question of whether the Islamic welfare state
would realize its goals by means of coercion or persuasion? In a chapter
titled “Excessive Harshness Harms the State and in Most Cases Leads to Its
Decay” (pp. 188-89), Ibn Khaldun advises the state not to try to fulfill its
role in a harsh and oppressive manner (p. 188). He stresses that “a kind and
benevolent ruler serves to make the people happy and to accelerate their
creative and developmental activity” (p. 301). This is fully in conformity
with two hadiths of the Prophet which say: “Whoever is deprived of gen-
tleness is deprived of goodness™; and “God is gentle and likes gentleness;
He rewards for gentleness what he does not reward for harshness or any-
thing else.” The Islamic welfare state may, therefore, have to place pri-
mary reliance on education, persuasion, and creation of a proper enabling
environment for the realization of its goals (pp. 39, 43, 157). However, the
existence of incentives and deterrents cannot be ruled out. In two other
chapters® he emphasizes that the sovereign must have all the noble qualities
of character required by religion and politics. He must be tolerant, moder-
ate, and fair and avoid cunning, fraud, and falsehood. He must fulfill all his
obligations, contracts, and promises; be accessible to the people; attend to
their complaints; remove their grievances; fulfill their needs, particularly of
the poor and lowly persons; and remove injustice and oppression. He
argues that the sovereign is by himself weak and needs the help of others.
Therefore, if he wishes to carry out his responsibilities fully, he must
appoint sincere and competent persons to assist him (pp. 235-43).

The playing of such a role has been considered by Ibn Khaldun, like all
other Muslim scholars writing on the subject, to be a necessity and not
optional (p. 202).!° He devotes to this subject a whole chapter titled
“Human Development Requires Political Leadership for Its Proper
Ordering” (pp. 302-11) in addition to substantial discussion in several
other chapters. According to him, the state could provide such leadership
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by creating an enabling environment, making proper arrangements for
upbringing and education to create the needed qualities in the people (p.
429), promoting sciences and industries (al-‘ulum wa al-sana’i‘) (pp. 400,
430, and 434), constructing infrastructure (roads, bridges, etc.) (p. 347), and
ensuring law and order (p. 347), healthy physical environment (pp. 302 and
347), social security, an efficient judicial system, and orderly and equitable
operation of the markets (p. 225). If the political organization performs its
role effectively, it will contribute positively to development or ‘imarah (g).
People’s needs will be fulfilled and they will be properly motivated toward
hard, conscientious, and efficient work. If not, there will be decay.

The resources that the state needs for this purpose may be raised through
a “just” and “efficient” tax system. The principles that the state must
observe while raising revenues through taxes have been clearly elaborated
by Ibn Khaldun. These are discussed later under the subheading “Public
Finance.”

Thus, unless an efficient political organization implements the Shari‘ah
(pp. 43, 188, 191-92, 218), there will be no justice. Unless there is justice
there will be no ‘asabiyyah, and unless there is ‘asabiyyah, there will not be
a proper environment for the implementation of the Shari‘ah, and thus for
law and order, development, and prosperity (pp. 158, 159, and 202). The
absence of ‘asabiyyah, law and order, development and prosperity will in
turn make the political administration (G) weak and ineffective. This will
become reflected in a weakening of all the other major socioeconomic vari-
ables (S, N, W, and j) and lead to decay and downfall.

However, while the state plays an important role in Ibn Khaldun's circu-
lar causation, it does not acquire the character of a monolithic or despotic
state resorting to a high degree of regimentation (p. 188). The government
should not, in the interest of its own survival, exercise absolute power. It
should not feel that, just because it has authority, it can do whatever it wants
(p. 306). Rather, it should use its powers to enable the markets to function
smoothly!! and to create a proper environment for the realization of devel-
opment (g) and justice (j) (p. 306). His concept of the state, like that of other
Muslim scholars, is one where the state is welfare oriented, moderate in its
spending, respects the property rights of people, and avoids onerous taxa-
tion (p. 296). By its spending and just policies, it promotes development,
and by its excessive taxation and unjust policies, it discourages develop-
ment (pp. 279-81). In other words, Ibn Khaldun stands for a state whose
powers as well as fruits of power are equitably shared (p. 168), and which
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promotes justice, development, and prosperity (pp. 43, 151, 152, 158, and
167).

While he considers the state to be the greatest market (pp. 286 and 403)
as a result of its large spending for the well-being of the people, he consid-
ers it undesirable for the state to get directly involved in economic activity
(p- 281).12 This not only reduces opportunities for the people (N),'3 but also
ultimately hurts the state (pp. 281-83). Rather, the state must do things that
would help people carry on their business more efficiently and prevent
them from committing excesses and injustices. Thus the state has been
visualized by Ibn Khaldun as neither a laissez faire state nor a totalitarian
state; rather, it is a state which ensures the prevalence of the Shari‘ah and
serves as an instrument for human development and well-being.

The Role of the Shari‘ah

The code of conduct that societies need for their development is most
effective when there is unchallenged acceptance and willing compliance by
all. Both the acceptance of, and compliance with, the code of behavior
tend to be best when the code of behavior has a Divine origin (p. 157).1
The Shari‘ah serves the interests of the people (p. 143). It promotes coop-
eration and reduces differences (p. 157) and has proved to be the most pow-
erful cement for holding a large group together (pp. 39, 151, 152, 157, 158).
It helps inculcate in the people socially desirable qualities like diligence,
honesty, integrity, frugality, and group feeling, which can contribute to
development, justice, mutual care, cooperation, and social peace and har-
mony and also keep in check socially harmful behavior."”® It can exert a
moderating influence on the use of resources and thereby contribute to
resource balance. Without all these qualities in people (N), there may be
inequities, imbalances, discontent, and disorder, which may lead ultimate-
ly to economic decline and the disintegration of society. Its concept of
human accountability in the hereafter before the Supreme Being, from
whom nothing can be hidden, can serve as a powerful mechanism for
reducing clandestine ways of increasing personal gain at the expense of
others without getting caught. It may not be possible for law-enforcement
authorities to eliminate all such practices by themselves. If they try to do
so, the cost would be unbearably high.

The making of Shari‘ah (S) a dependent variable by Ibn Khaldun in his
model may seem a little odd to most Muslims. Being based on the revealed
word of God, they would feel, even as Ibn Khaldun does, that the Shari‘ah
1s “the guide to everything that is good and leads toward it” (p. 304). Ibn



26 The American Journal of Islamic Social Sciences 16:4

Khaldun's position, however, becomes clear once we realize that the
Shari‘ah gives only the broad principles, which need to evolve in accor-
dance with the changing needs of the people (N) through space and time. It
also needs to be implemented. Both the evolution and the implementation
of the Shari‘ah may not take place if the ‘ulama’ (the learned people, and in
particular religious scholars) are either too liberal or too rigid and unrealis-
tic, the political authority is secularist and corrupt and not willing to play
its role in the implementation of the Shari‘ah (S), and the people (N) are too
poor, ignorant, and suppressed to be able to exert a significant influence.
The Shari‘ah (S) may not thus be effective if both G and N (including the
‘ulama’) do not play their roles properly. In this sense it may not be diffi-
cult to visualize the Shari‘ah (S)'also as a dependent variable.

This does not, however, necessarily challenge either its supremacy or the
immutable parts of its contents. This is nothing but a reflection of the
Prophet’s sayings, which state that “God restrains through the sultan [G]
what He does not restrain through the Qur'an”!® and that “poverty may lead
to the brink of disbelief.”!” One may also realize the truth behind al-
Mawardi's assertion that injustice leads to the corruption (fasad) of human
society and the decay (kharab) of its civilization due to nonactualization of
the magqasid al-Shari‘ah, or the goals of the Shari‘ah (p. 39). Ibn Taymiyyah
(d. 1328) was also, therefore, right in believing that Islam and injustice can-
not coexist — one of the two would become weakened by the presence of
the other.'®

History also bears out this aspect of Ibn Khaldun's model. The develop-
ment of tafsir and figh have been affected by the changing socioeconomic
and political conditions of the Muslim world, even though the core of the
Shari‘ah has been punctiliously preserved. This also explains, at least part-
ly, why figh did not develop significantly, and got involved in some high-
ly unproductive discussions, during the period of Muslim decline and why
the Shari‘ah did not get sufficiently implemented when the other crucial
variables, whose strength serves as a pedestal for such implementation, suf-
fered a continued setback. Hence, there may be little room for doubt in any-
one's mind that the strength of the Shari‘ah (S) does depend to a great extent
at any given time on the understanding, strength, and attitude of the politi-
cal authority (G) and the people (N) as well as the promotion of wealth (W),
development (g), and justice (j).

Wealth (W) and Development (g)
W and g are also necessary for the well-being of a society, and its weak-
ness or greatness depends on them. But how are these to be promoted? Ibn
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Khaldun gives a categorical reply. They do not depend on the stars (p. 366)
or the existence of gold and silver mines (p. 366);!? rather, they depend on
economic activity (pp. 360 and 366), size and division of labor (p. 360),
largeness of the market (p. 403), incentives and facilities provided by the
state (p. 305), and tools (p. 365), which in turn depend on saving or “sur-
plus left after satisfying the needs of the people” (p. 365).° The greater
the activity, the greater the income. Higher income will contribute to larg-
er saving and greater investment in tools (p. 365), which will in turn con-
tribute to greater development (g) and wealth (W) (p. 360).2! He also
emphasizes the role of investment: “And know that wealth does not grow
when hoarded and amassed in safes; rather, it grows and expands when it
is spent for the well-being of the people, for giving them their rights, and
for removing their hardships” (p. 306). This makes “the people better off,
strengthens the state, makes the times prosperous, and enhances the pres-
tige [of the state or dawlah]” (p. 306). Factors that would serve as catalysts
are low rates of taxes (pp. 286-87), security of life and property (p. 347),
and a healthy physical environment, amply provided with trees and water
and other essential amenities of life (pp. 347—49). Wealth also depends on
division of labor and specialization; the greater the specialization the high-
er the growth in wealth (p. 360). Division of labor cannot, however, mate-
rialize unless there are well-regulated markets which enable people to ful-
fill their needs (pp. 360-62).

The rise in incomes and wealth contributes to a rise in tax revenues and
enables the government to spend more on the people’s well-being. This
leads to an expansion in economic opportunities (p. 362) and greater devel-
opment, which, in turn, induces a natural rise in population and also migra-
tion of skilled and unskilled labor and of learned people from other places
(p- 363), thus further strengthening the human and intellectual capital of
that society. Such a rise in population boosts the demand for goods and
services and thereby promotes industries (al-sana’r’), raises incomes, pro-
motes sciences and education (pp. 399 and 429), and further accelerates
development (pp. 363 and 403). In the beginning, prices tend to decline
with the rise in development and production (p. 363). However, if demand
keeps on rising and the supply is unable to keep pace with it, scarcities
develop, leading to a rise in the prices of goods and services (p. 363). Prices
of necessities tend to rise faster than those of luxuries, and prices in urban
areas rise faster than those in rural areas (pp. 364-65). The cost of labor
also rises and so do taxes. These lead to a further rise in prices, which cre-
ates hardship for people and leads to a reversal in the flow of population (p.
364). Development declines and along with it prosperity and civilization.
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While a rise in population and development leads to prosperity, it also
leads to greater pollution of air and the physical environment and to the
spread of epidemics and a rise in deaths (p. 302). Development and pros-
perity also tend to breed luxury (p. 167). While luxury may initially con-
tribute to a rise in demand and incomes and thus to greater development
and strengthening of the state (pp. 174-75), it ultimately corrupts morals
(pp. 157, 357, and 399) and loosens the moral restraint on spending.
Moderation loses ground in favor of extravagance.”? People then tend to
spend all their energies on the acquisition of luxury goods. When it
becomes impossible for them to acquire these goods through rightful
means, they resort to corruption. The good qualities and the creative pow-
ers, which led to solidarity and prosperity, get weakened (pp. 167, 174, and
373). The fruits of development do not get distributed equitably (p. 168).
This impairs the incentive for work and creativity and leads to a decline in
prosperity.

The decline in income leads to a decline in tax revenues, which are no
longer sufficient to cover state spending. The state tends to impose more
and more taxes and also tries to gain excessive control over all sources of
power and wealth. The incentive to work and earn is adversely affected
among the farmers and the merchants, who provide most of the tax receipts
(p. 282). Incomes decline and so do the tax revenues (p. 282).2 The state
is in turn unable to spend on development and well-being. Development
declines, the recession deepens further, and the forces of decay get acceler-
ated and lead to the end of the ruling dynasty (pp. 168 and 280-81).

Other Contributions of Ibn Khaldun

Ibn Khaldun thus seems to have had a clear vision of how all the differ-
ent moral, social, economic, and political factors operate in an interrelated
and dynamic manner to promote the development or decline of a society.
However, this is not all that he does. In the process of this discussion, he
makes a number of valuable contributions to economic theory. According
to Boulakia, Ibn Khaldun elaborated “a theory of production, a theory of
value, a theory of distribution, and a theory of cycles, which combine into
a coherent general economic theory which constituted the framework of his
history.”?* Although it is not possible to provide a comprehensive coverage
of all these, some of his contributions in the field of supply and demand,
price determination, and public finance are described below.
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Supply and Demand

Ibn Khaldun recognized the influence of both supply and demand in the
determination of prices (p. 396).% This is highly significant because the
role of both supply and demand in the determination of value was not well
understood in the West until the late nineteenth and the early twentieth cen-
turies. The preclassical English economists like William Petty
(1623-1687), Richard Cantillon (1680-1734), James Steuart (1712—-1780),
and even Adam Smith (1723-1790), the founder of the classical school,
generally stressed only the role of the cost of production, and particularly
of labor, in the determination of value. The first use in English writings of
the notions of both supply and demand was perhaps in 1767.26
Nevertheless, it was not until the second decade of the nineteenth century
that the role of both demand and supply in the determination of market
prices began to be appreciated fully.?’

Ibn Khaldun emphasized that both an increase in demand or a fall in sup-
ply leads to a rise in prices, while a decline in demand or a rise in supply
contributes to a fall in prices (pp. 393 and 396). He believed that while con-
tinuation of “excessively low” prices hurts the craftsmen and traders and
drives them out of the market, continuation of “excessively high” prices
hurts the consumers. “Moderate” prices in between the two extremes were,
therefore, desirable, because they would not only allow the traders a social-
ly accepted level of return but also lead to the clearance of the markets by
promoting sales and thereby generating a given turnover and prosperity (p.
398). Nevertheless, low prices were desirable for necessities because they
provide relief to the poor who constitute the majority of the population (p.
398). If one were to use modern terminology, one could say that Ibn
Khaldun found a stable price level with relatively low cost of living to be
preferable from the point of view of both growth and equity in comparison
with bouts of inflation and deflation. The former hurts equity while the lat-
ter reduces incentive and efficiency. Low prices for necessities should not,
however, be attained through the fixing of prices by the state; this would
destroy the incentive for production (pp. 279-83).

The factors which determined supply were, according to Ibn Khaldun:
demand (pp. 400 and 403), the relative rate of profit (pp. 395 and 398), the
extent of human effort (p. 381), the size of the labor force as well as their
knowledge and skill (pp. 363 and 399-400), peace and security (pp. 394-95
and 396), and the technical background and development of a whole soci-
ety (pp. 399-403). All these constituted important elements of his theory of
production. If the price falls and leads to a loss, capital gets eroded and the
incentive to supply declines, leading to a recession. Trade and crafts also
consequently suffer (p. 398).
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The factors which determined demand were income, the size of the pop-
ulation, the habits and customs of the people, and the general development
and prosperity of the society. While Ibn Khaldun went far ahead of con-
ventional economists, he did not probably have any idea of demand and
supply schedules, elasticities of demand and supply, and most important of
all, equilibrium price which plays a crucial role in modern economic dis-
cussions.

Ibn Khaldun ruled out the feasibility or desirability of self-sufficiency
and emphasized division of labor and specialization by indicating that “It is
well-known and well-established that individual human beings are not by
themselves capable of satisfying all their individual economic needs. They
must all cooperate for this purpose. The needs that can be satisfied by a
‘group of them through mutual cooperation are many times greater than
what individuals are capable of satisfying by themselves” (p. 360).2 In this
respect he was perhaps the forerunner of the theory of comparative advan-
tage.

Public Finance

Ibn Khaldun clearly stresses the role of both private entrepreneurship and
the state in economic development. For him the state is also an important
factor of production. By its spending it promotes production, and by its tax-
ation it discourages production (pp. 279~-81). Since the government consti-
tutes the greatest market for goods and services and is a major source of all
development (pp. 286 and 403), a decrease in its spending would lead not
only to a slackening of business activity and a decline in profits but also to
a decline in tax revenue (p. 286). The more the government spends, the bet-
ter it may be for the economy (p. 286). Higher spending enables the gov-
ernment to do the things that are needed to support the population (pp. 306
and 308) and to ensure law and order and political stability. Without order
and political stability, the producers have no incentive to produce. He states
that “the only reason [for the accelerated development of cities] is that the
government is near them and pours its money into them, like the water [of
a river] that makes green everything around it, and fertilizes the soil adja-
cent to it, while in the distance everything remains dry” (p. 369).

Long before Adam Smith (d. 1790), who is famous, among other things,
for his canons of taxation (equality, certainty, convenience of payment, and
economy in collection),”” Ibn Khaldun (d. 1406) stresses his principles of
taxation very forcefully in the Mugaddimah. He quotes from a letter writ-
ten by Tahir ibn al-Husayn, Caliph al-Ma’'mun’s general, advising his son,
Abdullah ibn Tahir, governor of al-Raqqah (Syria): “So distribute [taxes]
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among all people making them general, not exempting anyone because of
his nobility or wealth and not exempting even your own officials or
courtiers or followers. And do not levy on anyone a tax which is beyond his
capacity to pay” (p. 308).%° In this particular passage he stresses the princi-
ples of equity and neutrality, while in other places he also stresses the prin-
ciples of convenience and productivity. Even before him, jurists had
stressed these principles, particularly the need for the tax system to be just
and not oppressive.’!

The effect of taxation on incentives and productivity was so clearly visu-
alized by Ibn Khaldun that he seems to have grasped the concept of opti-
mum taxation. He anticipated the gist of the Laffer curve, nearly 600 years
before Professor Arthur Laffer, in two full chapters of the Mugaddimah >
At the end of the first chapter, he concludes that “the most important factor
making for business prosperity is to lighten as much as possible the burden
of taxation on businessmen, in order to encourage enterprise by ensuring
greater profits [after taxes]” (p. 280). He explains this during the course of
the chapter by stating that “when taxes and imposts are light, the people
have the incentive to be more active. Business therefore expands, bringing
greater satisfaction to the people because of low taxes ..., and tax revenues
also rise, being the sum total of all assessments” (p. 279). He goes on to say
that as time passes the needs of the state increase and rates of taxation rise
to increase the yield. If this rise is gradual people get accustomed to it but
ultimately there is an adverse impact on incentives. Business activity gets
discouraged and declines and so does the yield of taxation (pp. 280-81). A
prosperous economy at the beginning of the dynasty thus yields higher tax
revenue from lower tax rates while a depressed economy at the end of the
dynasty yields smaller tax revenue from higher rates (p. 279). He explains
the reasons for this in the other chapter by stating: “Know that acting
unjustly with respect to people's wealth, reduces their will to earn and
acquire wealth ... and if the will to earn goes, they stop working. The greater
the oppression the greater the effect on their effort to earn ... and, if people
abstain from earning and stop working, the markets will stagnate and the
condition of people will worsen” (pp. 286-87); tax revenues will also
decline (p. 362). He, therefore, advocates justice in taxation (p. 308).

Ibn Khaldun also analyzes the effect of government expenditure on the
economy and is, in this respect, a forerunner of Keynes. He says: “A
decrease in government spending leads to a decline in tax revenues. The
reason for this is that the state represents the greatest market for the world
and the source of civilization. If the ruler hoards tax revenues, or if these
are lost, and he does not spend them as they should be, the amount avail-
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able with his courtiers and supporters would decrease, as would also the
amount that reaches through them to their employees and dependents [the
multiplier effect]. Their total spending would, therefore, decline. Since they
constitute a significant part of the population and their spending constitutes
a substantial part of the market, business will slacken and the profits of
businessmen will decline, leading also to a decline in tax revenues ... .
Wealth tends to circulate between the people and the ruler, from him to
them and from them to him. Therefore, if the ruler withholds it from spend-
ing, the people would become deprived of it” (p. 286).

Later Developments

Ibn Khaldun thus adopted the approach of socioeconomic dynamics to
show how societies rise and fall over the long-term period of three genera-
tions, or nearly 120 years, through the interrelated impact of moral, psy-
chological, political, social, economic, and demographic factors. He did not
thus commit the neoclassical economists’ mistake of being concerned pri-
marily with the short-term static analysis of only the markets by assuming
unrealistically that all other factors remain constant. Even in the short run
everything may be in the process of change through a chain reaction to var-
ious changes constantly taking place in human society, even though these
changes may be so small that they may be imperceptible. Therefore, even
though economists may adopt the ceteris paribus assumption for conven-
ience and ease of analysis, Ibn Khaldun’s socioeconomic dynamics
approach may perhaps be more helpful in formulating socioeconomic poli-
cies that could help improve the overall long-run performance of a society
and raise the well-being of its people. Neoclassical economics is unable to
do this because, as North has rightly asked, “How can one prescribe poli-
cies when one doesn't understand how economies develop?” He, therefore,
considers neoclassical economics to be “an inappropriate tool to analyze
and prescribe policies that will induce development.”* Since Ibn Khaldun
formulated a brilliant model for explaining the rise and fall of a society,
Toynbee was right in declaring that in terms of “both breadth and profun-
dity of vision as well as for sheer intellectual power,” Ibn Khaldun has, in
the Mugaddimah to his Universal History, “conceived and formulated a
philosophy of history which is “undoubtedly the greatest work of its kind
that has ever yet been created by any mind in any time or place.”*

Unfortunately, the rich theoretical contribution made by Ibn Khaldun did
not get fertilized and irrigated further by later Muslim scholars to lead to
the development of Islamic economics. This may perhaps have been
because, as indicated earlier, Ibn Khaldun (d. 1406) lived at a time when



Chapra: Socioeconomic and Political Dynamics in Ibn Khaldun’s Thought 33

the political and socioeconomic decline of the Muslim world was already
underway. He was perhaps “the sole point of light in his quarter of the fir-
mament.”* According to Ibn Khaldun himself, sciences progress only
when a society is itself progressing (p. 434). This theory is clearly upheld
by Muslim history. Sciences progressed rapidly in the Muslim world for
four centuries from the middle of the eighth to the middle of twelfth cen-
turies and continued to do so at a substantially decelerated pace for at least
two more centuries, tapering off gradually thereafter. Once in a while there
did appear a brilliant star on an otherwise unexciting firmament.
Economics was no exception. It also continued to be in a state of limbo in
the Muslim world. No worthwhile contributions were made after Ibn
Khaldun except by a few isolated scholars like al-Magrizi (d. 1442), al-
Dawwani (d. 1501), and Shah Waliyullah (d. 1762). Their contributions
were, however, only in specific areas and did not lead to a further develop-
ment of Ibn Khaldun's model of socioeconomic dynamics. Islamic eco-
nomics did not, therefore, develop as a separate intellectual discipline in
conformity with the Islamic paradigm along the theoretical foundations and
method laid down by Ibn Khaldun. It continued to remain an integral part
of the social and moral philosophy of Islam. Rosenthal has hence rightly
observed:

We can hardly do better than to state simply that here was a man with
a great mind, who combined action with thought, the heir to a great
civilization that had run its course, and the inhabitant of a country with
a living historical tradition — albeit reduced to remnants of its former
greatness — who realized his own gifts and the opportunities of his
historical position in a work that ranks as one of mankind's important
triumphs.

Al-Magqrizi

Ibn Khaldun had already established the causal link between bad gov-
emment and high grain prices by indicating that in the later stage of the
dynasty, when public administration becomes corrupt and inefficient and
resorts to coercion and oppressive taxation, the farmers have no incentive
and refrain from cultivating the land. Grain production and reserves fail to
keep pace with the rising population resulting from the prosperity which
had continued so far. The absence of reserves causes supply shortages in
the event of a famine and leads to price escalation (pp. 301-302). Al-
Magrizi (d. 1442) who, as muhtasib (market supervisor), had intimate
knowledge of the economic conditions during his times, is an outspoken
critic of the Circassians or Burji Mamluks (1382-1517). He applies Ibn
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Khaldun’s analysis in his /ghathah al-Ummah bi Kashf al-Ghummah
(Helping the Community by Revealing the Causes of its Distress) to deter-
mine the reasons for the economic crises of Egypt during the period
1403-6.77

He points out that the political administration had become very weak and
corrupt during the Circassian Mamluk period. Public officials were
appointed on the basis of bribery rather than ability. To recover the bribes,
officials resorted to oppressive taxation. The incentive to work and produce
was adversely affected and output declined. The crisis was further intensi-
fied by debasement of the currency through the excessive issue of copper
fulus, or fiat money, to cover state budgetary deficits. All these factors
joined hands with the famine to lead to a high degree of inflation, misery of
the poor, and impoverishment of the country. Hence, al-Magqrizi laid bare
the sociopolitical determinants of the prevailing “system crisis” by taking
into account a number of variables like corruption, bad government poli-
cies, and weak administration. All of these together played a role in wors-
ening the impact of the famine, which could otherwise have been handled
effectively without a significant adverse impact on the population. This is
clearly a forerunner of Sen’s entitlement theory, which holds the economic
mismanagement of illegitimate governments to be responsible for the poor
people’s misery during famines and other natural disasters.®® What al-
Magqrizi wrote of the Circassian Mamluks was also true of the later
Ottoman period.*

Shah Waliyullah al-Dihlawi

Shah Waliyullah al-Dihlawi (d. 1762), popularly known only as Shah
Waliyullah, was born 4 years before the death in 1707 of the Mogul emper-
or, Aurangzeb, in India.* Aurangzeb’s rule, spanning a period of forty-
nine years, was followed by a great deal of political instability — ten dif-
ferent changes in rulers during Shah Waliyullah’s life span of fifty-nine
years — leading ultimately to the weakening and decline of the Mughal
empire. Shah Waliyullah analyzes the development of society through four
different stages (irtifagat), moving from the earliest forms of social exis-
tence to the development of a state for establishing law and order and jus-
tice, to the last stage of khilafah, which tries to ensure the spiritual as well
as the material well-being of the people. While he considers political
authority to be indispensable for human well-being, he feels that it must
have the characteristics of the khilafah if it is to serve as a source of well-
being and not of burden and decay. He applies this analysis in various writ-
ings to the conditions prevailing during his lifetime. He finds that the lux-
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urious lifestyle of the rulers, along with their exhausting military cam-
paigns, increasing corruption and inefficiency of the civil service, and huge
stipends to a vast retinue of unproductive courtiers, led them to the imposi-
tion of oppressive taxes on farmers, traders, and craftsmen, who constitute
the main productive section of the population. These people have, there-
fore, lost interest in their occupations, output has sloped downward, state
financial resources have declined, and the country has become impover-
ished.*! Thus, in step with Ibn Khaldun and other Muslim scholars, al-
Magrizi and Shah Waliyullah combine moral, political, social, and eco-
nomic factors to explain the economic phenomena of their times and the
rise and fall of their societies.
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