
 

North American Academic Research , Volume 2, Issue 10; October 2019; 2(10) 211-220     ©TWASP, USA       211 
  

 

 North American Academic Research 
 

 

Journal homepage: http://twasp.info/journal/home 

 

Research 

Allocation of Resources in An Islamic Economic System 
 

Hodo Farah Ahmed* 

Master student, Public Administration, College of Economy & Business Management,  Nanjing 

University of Aeronautics and Astronautics (NUAA), China 

 
*Corresponding author 

Accepted: 01 October, 2019; Online: 30 October, 2019 

DOI : https://doi.org/10.5281/zenodo.3526222    

 

 

 

 

 

 

 

 

 

 

 

 

Introduction : 

 Resource allocation is the assignment of available resources to various uses. In the context of an 

entire economy, resources can be allocated by various means, such as markets or central 

planning. In project management, resource allocation or resource management, is the scheduling 

of activities and the resources required by those activities while taking into consideration both 

the resource availability and the project time. In economics, the area of public finance deals with 

three broad areas: macroeconomic stabilization, the distribution of income and wealth, and the 

allocation of resources. Much of the study of the allocation of resources is devoted to finding the 

conditions under which particular mechanisms of resource allocation lead to Pareto 

efficient outcomes, in which no party's situation can be improved without hurting that of another 
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party. Allocation of resources is a central theme in economics which is essentially a study of how 

resources are allocated and is associated with economic efficiency and maximization of utility. 

 In a more appropriate manner we can explain resource allocation is a process and strategy 

involving a company deciding where scarce resources should be used in the production of goods 

or services. A resource can be considered any factor of production, which is something used to 

produce goods or services. Resources include such things as labor, real estate, machinery, tools 

and equipment, technology, and natural resources, as well as financial resources, such as money. 

When it comes to allocation of resources in Islamic economics it has a totally different 

perspective in every manner, which is totally based on Islamic principles and shariyah. The 

phrase resources are scarce, but wants are unlimited is regarded as a fundamental economic fact 

in Islamic economics.  

Market and government intervention plays a very important role in allocation of resources as 

governments intervene to assure the efficiency of every individual. Resource allocation is 

accomplished through both voluntary market exchanges and involuntary government-imposed 

actions. Markets accomplish the process using prices, which create incentives for both producers 

and consumers. Governments address this process using regulations, taxes, and spending, which 

also create incentives among members of society. Both methods are necessary in a 

modern economy. Many resource allocation decisions are best made through markets, but some 

resource allocation decisions are better addressed using the coercive powers of government.  

Types of resources allocation: 

Allocation by Merit 

             This can be seen as a rewards system of sorts. This view suggests that rewards 

should be distributed according to productivity, effort, or demonstrated ability. 

o In the work place, this can be seen as salary increases, promotions, and even 

layoffs. 

o In the college environment, this can be seen as the distribution of grades. As not 

everyone can receive an A for classes, the grades need to be distributed reflecting 

a student’s understanding of the subject. 

http://www.businessdictionary.com/definition/economics.html
http://www.businessdictionary.com/definition/study.html
http://www.businessdictionary.com/definition/associated.html
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In aspects where a necessity is involved, such as food, shelter, and water, this system 

breaks down. In impoverished countries, for example, few would argue for denying 

children food because they are not as productive as adults. 

Allocation by Social Worth 

 Allocation by social worth tends to take a practical view toward resources, directing them 

toward those who appear most likely to contribute to the common good. This view 

suggests that resources should move in directions that ultimately do the greatest good for 

the largest number of people. Criteria for social worth can include age, seniority, rank, 

and expertise. 

o In the work place, this can be seen as layoffs. Generally speaking, a senior worker 

will not be fired over a new worker. 

o In the college environment, this can be seen as the distribution of money to labs. 

Labs for graduate students and upperclassmen tend to be better than freshman 

labs. 

Allocation by social worth breaks down when the criteria for worth ignores basic human 

rights. For example, wealth is sometimes used to measure social worth, especially in 

countries with market economies. This attitude can cause food, energy, education, 

medical attention, and social influence to "flow uphill," thereby making severe 

imbalances in essential resources even worse. 

Allocation by Need 

 Allocation by need tends to view resources in terms of basic human rights. This view 

suggests that every person has the same right to some minimal level of a given resource. 

Obvious examples include food, shelter, and clothes. 

o In the work place, this can be seen when a company diverts funds to a division in 

that company who's equipment is outdated. 

o In the college environment, this can be seen as scholarships given to students who 

otherwise would not be able to attend college. 
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Allocation by need breaks down when this criterion is applied so strictly that it removes 

the incentive to produce. It's usually true that people work hardest when they believe they 

will enjoy the fruits of their labors. This is also the same reason why socialism doesn't 

work. 

 Allocation by Equal or Random Assignment 

 Allocation by equal or random assignment takes the view that no rational, unbiased way 

can be found to distribute resources. This is the default allocation method when no other 

allocation method works. 

o The most obvious example of this is a lottery. When there is no obvious way to 

distribute resources, a simple lottery can prove to be the "fairest" way. 

Allocation by random assignment breaks down when each portion of a resource is simply 

to small to do any good. For example, dividing antibiotics into small doses during an 

epidemic could make each dose so small that no one benefits. 

No simple rules for allocation can guarantee fairness under all circumstances. The ultimate 

decision depends heavily on exactly what needs to be distributed and on the specific details of 

each situation. The Candy case study is a perfect example of resource allocation.  

 Review of literature and findings: 

In any economy resource allocation is one of the most important phenomenon. A country’s 

well-being is depending upon how the resources are allocated? When we put in consideration the 

concept of Islam for resource allocation we find some particularities by which every society 

individual is bounded. Islam has provided guidelines and rules for every sphere of life and 

society. Naturally, a functioning economic system is vital for a healthy society, as the 

consumption of goods and services, and the facilitation of this by a common medium of 

exchange, play a major role in allowing people to realize their material and other goals in life. 

Islam has set some standards, based on justice and practicality, for such economic systems to 

be established. These standards aim to prevent the enmity that often occurs between different 

socioeconomic sections.  Of course, it is true that the gathering of money concerns almost every 

human being who participates in transactions with others. Yet, while these standards recognize 

http://www.scs.illinois.edu/~eseebauer/ethics/Advanced/Candy.html
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money as being among the most important elements in society, they do not lose sight of the fact 

that its position is secondary to the real purpose of human existence, which is the worship of 

God.  

An Islamic economic system is not necessarily concerned with the precise amount of financial 

income and expenditure, imports and exports, and other economic statistics. While such matters 

are no doubt important, Islam is more concerned with the spirit of the economic system.  

This research paper is analyzed on basis of following research questions: 

Research Question#1 

What is the importance of resource allocation and what does Islamic perspective implies 

about allocation of resources?  

Answer: Allocation of resources is basically depends upon the concept of wants, needs and 

scarcity. Needs relate to what people require, Wants relate to requirement more then what is the 

basic need and scarcity relates unlimited wants and unlimited resources. 

Allocation of resources is basically defined under production, distribution, exchange and 

consumption. The allocation of resources discussed principle of right sharing of resources among 

competing sectors. Whatever, the type of economy be it capitalist, socialist of mixed decision has 

to be made regarding allocation of resources. In a capitalist economy decision about the 

allocation of resources are made through the free market price mechanism. A capitalist of free 

market economy uses impersonal forces of demand and supply to decide what quantities and 

thereby determining the allocation of resources. When we speak of efficient allocation of 

resource in economics, we are focusing on maximizing the value of total output generated by the 

whole economy. We may talk of allocating the resources of a country among various activities 

like such as agriculture, industry, service sector, education.  

Research Question#2  

What is the Normative and Technical aspect of resource allocation? 

Answer: When we talk about normative aspect there is a wide variety of points that we can take 

under consideration but here we place our explanation around three points that are following: 

1. What probably should be produced? 

2. How should it be produced? 

3. For whom it should be produced? 
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The above is the basic formula under normative aspect for resource allocation. According to the 

Islamic vision this normative aspect is set up in boundaries and parameters that limits or guides 

through the decision making process. In Islam this vision is derived from Quran and Sunnah 

perspective, the most important one is being lawful and strictly following the concept of halal 

and haram. To set back from those goods or resources that are prohibited by Allah and to enjoy 

those goods which are allowed by Allah. 

Due to relative scarcity one has to make choices about resources and utilization of resources. 

Choices made under Islamic system are different from conventional system. 

Now further moving to Technical aspect it deals with the constrained decision making within 

normative decision making. In understanding the Technical aspect we can say that it includes 

tools and methods of precise solutions to constrained optimizations, For example we say that 

MR=MC. 

Research Question#3 

What are the principles of resource allocation in Islam?  

Answer: To explain the principles of resource allocation in Islam we explain the following 

points: 

1. Mechanism 

2. Agents of decision making 

3. Rule of the game 

4. Market structure 

5. Role of state 

Briefly describing the above mentioned points below; 

1. Mechanism: It can include market signals and plan directives accordingly. 

2. Agents of decision making: This involves the individuals but for betterment of the situation 

government may intervene to insure the transgressions of Islam. 

3. Rule of the game: This point depends upon the failure of one individual affecting the 

collective effort of the society and portraying that prices determined by market forces are just 

prices. 

4. Market Structure: Basically market structure is based upon two components that are freedom 

and cooperation. Individual to take responsibility for his collective actions toward the society and 

freedom to more expressed in cooperation rather than competition. 
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5. Role of the state: Play positive and complementary role to ensure rules for game prevail. 

Ensure minimum standard of living and reduce concentration through zakat.  

Research Question #4 

Briefly explain the applications of Islamic concept of resource allocation? 

Answer: First of all the applications of Islamic concept of resources are derived from Quran and 

Sunnah only. Every individual behavioral norms should be in the light of shariyah. 

Entrepreneur must comply with adal and ihsan. The fundamental concept rotates around justice 

when we want to explain the applications of resources in Islamic economic system. In strategic 

planning, resource allocation is a plan for using available resources, for example 

human resources, especially in the near term, to achieve goals for the future. It is the process 

of allocating scarce resources among the various projects or business units. 

 Generators 

 Ministry of Power, Energy, and Mineral Resources (MEMBER)  

 Distribution Companies 

 Independent System operator (ISO) 

 Bangladesh Power Exchange (BEX) 

o Verses of the Qur’an: 

 

 “And blessed is He Whose is the kingdom of the heavens and the earth and what is 

between them, and with Him is the knowledge of the hour, and to Him shall you be 

brought back.” Surah az-Zukhruf, 43:86, 

 (And there is no animal in the earth but on Allah is the sustenance of it, and He knows its 

resting-place and its depository. All is in a clear record). Chapter Name:Hud Verse 

No:6 

Ahadith of Muhammad (PBUH): 

 Omar-b-al-Khattab reported : I heard the Messenger of Allah say : If you all had relied 

on Allah with due reliance, He would have certainly given you provision as He 

supplies provisions to birds who get up hungry in the morning and return with full 

belly at dusk. 
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(Tirmizi, Ibn Majah) 

 Ali (Allah be pleased with him) said: “A person came to the Prophet of Allah (May 

peace be upon him) and asked: ‘O Messenger of Allah: What type of earning is best?’ 

The Prophet (may peace be upon him) said: ‘A man’s work with his hand and every 

business transaction which is approved, for Allah loves a believer who is a craftsman. 

A person who suffers pain to feed his dependents is like a person who fights in the 

cause of Allah, the Mighty and Glorious.’” 

(Masnud Zaid bin Ali) 

Objective: 

The discussion of the goals of the Islamic economic system 

Shows that material well-being based on the unshakable foundation of 

Spiritual values constitutes an indispensable plank of the economic 

Philosophy of Islam. The very foundation of the Islamic system being 

Different from that of capitalism and socialism, which are both earthbound and not oriented to 

spiritual values, We will elaborate and discuss some Objective and follow that for the allocation 

of resources in Islamic economic system: 

1. Optimum resources usage. 

2.  Equal rights and opportunities. 

3. Uphold individual freedom.  

4. Equal rights and opportunities. 

5. Justices and cooperation. 

6. Wealth to circulate in equitable manner. 

7. Gap between rich and poor to be narrowed. 

8. Everyone to function according to his ability aptitude, own choice and liking. 

9. Market forces to be operative. 

10. Equal participation in profit and loss 

 Conclusion: 

In strategic planning, resource allocation is a plan for using available resources, for example 

human resources, especially in the near term, to achieve goals for the future. It is the process of 

allocating scarce resources among the various projects or business units. 
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Resource allocation is the assignment of available resources to various uses. In the context of an 

entire economy, resources can be allocated by markets, by central planning, or by some 

combination of the two. 

Resource allocation includes managing tangible assets such as hardware to make the best use of 

softer assets such as human capital. The domain of economics is the study of processes by 

which scarce resources are allocated to satisfy unlimited wants. Resource allocation involves 

balancing competing needs and priorities and determining the most effective course of action in 

order to maximize the effective use of limited resources and gain the best return on investment.  

After the brief construction of this research paper it can simply concluded that modern day 

practices has made it more difficult to efficiently allocate resources. Islamic economics provides 

the best possible ways to work around the economy. These ways were derived centuries ago and 

still they complete our economic system. This is why Muslims around the world are facing 

several development issues because they have foregone the teachings of Islam, Quran and 

Sunnah.  

Islam provides a set of structure to maintain justice, discipline and prosperity in the economy 

even today in this modern era.  
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