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This research examines the dynamic relationship between 
Islamic economic theory and fiqh al-mu'amalat in the context of 
modern financial systems. Using a systematic literature review 
method, this study analyzes the development of both disciplines 
and their interaction in shaping contemporary Islamic financial 
practices. The results indicate a significant convergence between 
Islamic economic principles and the interpretation of fiqh al-
mu'amalat, especially in responding to modern financial 
challenges. However, several areas of tension requiring further 
harmonization were also identified. This study contributes to a 
more comprehensive understanding of how Islamic theory and 
legal practice interact in shaping the global Islamic financial 
landscape, while highlighting opportunities and challenges in 
developing innovative yet Shariah-compliant Islamic financial 
products. 

Introduction  
Islamic economics and fiqh muamalah have made significant contributions in 

shaping the modern Islamic financial system. The field of Islamic economics, being a 
relatively new area of study, aims to integrate Islamic principles into current economic 
practices. This discipline focuses on aligning economic activities with Islamic teachings, 
providing a unique perspective on financial matters. In contrast, fiqh muamalah draws 
from classical Islamic legal tradition to establish a regulatory framework for financial 
transactions in accordance with sharia law. By combining these two important pillars, the 
global Islamic financial system has been able to evolve over time. The synergy between 
Islamic economics and fiqh muamalah is crucial for the sustainable development and 
success of the Islamic finance industry (Satyakti, 2023). This dynamic interaction between 
theory and practice has played a vital role in creating a robust and ethical financial system 
based on Islamic principles and values (Hasanudin et al., 2023). 

The Islamic financial system has shown rapid development on a global scale in 
recent decades. Starting from simple initiatives in the 1970s, this sector has now grown 
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into a significant industry, with total global assets reaching $2.88 trillion in 2022 (Leena 
Haniffah et al., 2023). This impressive growth is not limited to countries with Muslim-
majority populations but has also spread to leading international financial centers such 
as London, New York, and Singapore (Akhter et al., 2023). This expansion phenomenon is 
an indication of the growing global interest in alternative financial systems that 
emphasize ethical aspects and are based on moral values. 

However, along with this growth, challenges have emerged in harmonizing Islamic 
economic theory with existing interpretations of fiqh muamalah. Financial product 
innovations often require new ijtihad in fiqh muamalah, while Islamic economic 
principles must be translated into implementable practices. The tension between 
theoretical idealism and market pragmatism has become a topic of ongoing debate among 
academics and practitioners (Agus Azhar Ma’arif Umpunan Alam et al., 2024). 

The increasingly complex contemporary financial system brings new perspectives 
to this discussion. Rapid advances in financial technology (fintech), digital currencies 
(cryptocurrency), and increasingly sophisticated derivative financial instruments 
necessitate agile and flexible responses from the perspective of Islamic economics and 
fiqh muamalah (Mujiatun, 2022). This situation raises fundamental questions about how 
to implement Islamic principles in an ever-evolving environment while maintaining their 
essential values. This challenge stimulates in-depth discussions about the adaptability of 
sharia principles in facing modern financial innovations, without sacrificing the integrity 
of its teachings (Ahmad et al., 2024) 

The interaction between Islamic economics and fiqh muamalah in the context of 
modern finance has become an increasingly popular subject, yet gaps remain in the 
literature regarding a comprehensive analysis of their dynamic relationship (Mohamad 
Ghazali et al., 2024). While previous studies often focused on specific aspects of Islamic 
economics or fiqh muamalah, there is a need for a more holistic picture that explores how 
these disciplines influence each other and shape contemporary Islamic financial practices. 
By delving into the ethical foundations of Islamic finance, the historical evolution of 
Islamic financial markets, and the operational transformation of fiqh products over time, 
researchers can gain valuable insights into the complex interactions between Islamic 
economics and fiqh muamalah, thus contributing to a deeper understanding of the 
modern Islamic financial system (‘Ilmi, 2023). 

Furthermore, existing research often fails to systematically identify areas of 
convergence and divergence between Islamic economic theory and fiqh muamalah. This 
results in a lack of understanding of how these two disciplines can be effectively 
integrated to address modern financial challenges. This gap becomes increasingly 
significant given the crucial role of both disciplines in shaping global Islamic financial 
regulations and standards (Dewi et al., 2023). 

This research aims to fill this gap by presenting a comprehensive analysis of the 
evolving relationship between Islamic economic theory and fiqh muamalah in the modern 
financial system. By adopting an integrative approach, this study will examine how these 
two disciplines jointly shape the global Islamic financial landscape (Dewi et al., 2023). 
This analysis will cover the historical evolution of the interaction between Islamic 
economics and fiqh muamalah, as well as its future projections in facing increasingly 
complex financial challenges (Mubarroq & Latifah, 2023). 

The novelty of this research lies in its holistic approach to analyzing the interaction 
between Islamic economic theory and fiqh muamalah. Unlike previous studies that tended 
to separate these two disciplines, this research will explore the synergies and tensions 
between them, as well as their implications for Islamic financial practices. This approach 
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is expected to provide new insights into how these two disciplines can complement and 
strengthen each other in addressing modern financial challenges (Salisu et al., 2023). 

In addition, this research will provide a special focus on the practical implications of 
the interaction between these two disciplines in the development of Islamic financial 
products and services. By analyzing case studies and recent trends, this research aims to 
identify potential areas for innovation in Islamic finance that remain in accordance with 
sharia principles. This is expected to make a significant contribution to the development 
of innovative Islamic financial products while maintaining their sharia integrity (‘Ilmi, 
2023). 
Finally, this research is expected to make an important contribution to academic 
literature and the practice of the Islamic financial industry. By bridging the gap between 
Islamic economic theory and fiqh muamalah, this study aims to strengthen the conceptual 
foundation of Islamic finance and provide guidance for future policy and practice 
development. This becomes increasingly important given the growing significant role of 
Islamic finance in the global financial system and its potential to contribute to financial 
stability and inclusivity (Meriç & Karaca, 2024). 
 
Research Method 

To achieve the objectives of this research, the systematic literature review (SLR) 
method was chosen as the main approach. SLR allows researchers to systematically and 
comprehensively identify, evaluate, and synthesize all relevant research on a particular 
topic (Soumena, 2024). This method was chosen for its ability to provide a broad and in-
depth overview of the development and relationship between Islamic economic theory 
and fiqh muamalah (Rasidi & Hasan, 2024). 

The literature search strategy involved the use of several leading academic 
databases, including Scopus, Web of Science, and Google Scholar. Keywords used in the 
search included "Islamic economics", "fiqh muamalat", "Islamic finance", "Islamic 
jurisprudence", and combinations of these terms. Inclusion criteria encompassed peer-
reviewed articles published in English or Arabic between 2020 and 2024, focusing on the 
interaction between Islamic economics and fiqh muamalah in the context of modern 
finance (Rafique et al., 2023). 

The data selection and extraction process involved several stages as outlined in the 
research context. Initially, articles were screened based on title and abstract for relevance. 
Subsequently, selected articles were read thoroughly to ensure they met the inclusion 
criteria. Finally, relevant data were extracted using a pre-designed form, which may 
involve manual validation and reconciliation between multiple assessors to determine 
data openness (Schmidt et al., 2021). This meticulous process ensures that only relevant 
information is extracted from articles, contributing to the accuracy and reliability of the 
data collected for further analysis or research purposes. Additionally, the use of software 
for source attribution and categorization can enhance the efficiency and effectiveness of 
the data extraction process, especially in the context of news articles. 

Data analysis was conducted using a thematic analysis approach to identify patterns 
and main themes from the reviewed literature. Narrative synthesis was then used to 
integrate findings from various studies and present a comprehensive picture of the 
relationship between Islamic economic theory and fiqh muamalah in the modern financial 
system (Munir Hamid et al., 2023). 

 
Results and Discussion 
1. Development of Islamic Economic Theory 
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Analysis of the literature shows that Islamic economic theory has undergone 
significant evolution since its emergence as a formal discipline in the mid-20th century. 
Key concepts such as the prohibition of riba (usury), risk-sharing, and social justice 
remain foundational, but their interpretation and application have evolved over time 
(Kahf, 2004). This evolution reflects scholars' efforts to adapt Islamic principles to 
contemporary economic realities. 

One important development in Islamic economic theory is the formulation of Islamic 
macroeconomic models. Economists such as Mohsin S. Khan have developed Islamic IS-
LM models that integrate profit-sharing principles as a substitute for interest rates. These 
models provide an analytical framework for understanding monetary and fiscal policies 
in the context of Islamic economics (Khan & Mirakhor, 1989). 

Contributions from contemporary thinkers such as M. Umer Chapra, Monzer Kahf, 
and Nejatullah Siddiqi have enriched Islamic economic discourse by incorporating 
modern economic analysis and global contexts. They have sought to develop Islamic 
economic theory that is not only consistent with sharia principles but also relevant to 
contemporary economic realities (Islahi, 2010). 

In the context of modern finance, Islamic economic theory has been applied in the 
development of various financial instruments and products. Concepts such as 
mudharabah and musyarakah have been adapted to create alternatives to interest-based 
financing, while the principle of takaful has been used to develop Islamic insurance 
systems (El-Gamal, 2006). These innovations demonstrate the flexibility of Islamic 
economic theory in addressing modern market needs. 

Recent developments in Islamic economic theory also include integration with 
concepts of sustainable development and environmental ethics. Scholars such as Asad 
Zaman have developed the concept of "green Islamic economics" which combines Islamic 
principles with concerns for environmental sustainability (Zaman, 2019) 
 
2. Dynamics of Fiqh Muamalah in the Modern Era 

Fiqh muamalah, as a branch of Islamic law governing economic transactions and 
relationships, has undergone significant adaptation in response to global economic 
developments. Contemporary scholars have engaged in ijtihad to interpret classical 
principles in modern contexts, resulting in fatwas that enable the development of 
innovative Islamic financial products (Kamali, 2008b) 

One important area in the development of modern fiqh muamalah is the concept of 
maqasid al-shariah (objectives of shariah). Scholars such as Mohammad Hashim Kamali 
have emphasized the importance of understanding maqasid in developing Islamic 
financial products, allowing for greater flexibility in interpreting Islamic law (Kamali, 
2008a). 

However, this adaptation process is not without challenges. Interpretations of fiqh 
muamalah for innovative financial products often trigger debates among scholars. For 
instance, the use of murabahah contracts in Islamic banking and certain sukuk structures 
have become subjects of intense discussion regarding their compliance with shariah 
principles (Usmani, 2007). 

The development of financial technology (fintech) has also raised new questions in 
fiqh muamalah. Issues such as cryptocurrencies, smart contracts, and peer-to-peer 
lending require new ijtihad to determine their legal status in Islam (Billah, 2019). This 
demonstrates the ongoing dynamics in fiqh muamalah to address rapidly changing 
economic realities. 
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In response to the complexity of modern financial transactions, some scholars have 
proposed a "hybrid contracts" or multi-contract approach in fiqh muamalah. This 
approach allows for the combination of several shariah contracts to create complex yet 
shariah-compliant financial products (Arbouna, 2007). 

 
3. Interaction between Islamic Economic Theory and Fiqh Muamalah 

Analysis of the literature reveals significant areas of convergence between Islamic 
economic theory and fiqh muamalah. Both disciplines share the general aim of creating 
an economic system that is just and in accordance with Islamic principles. Principles such 
as the prohibition of riba (usury), gharar (excessive uncertainty), and maysir (gambling) 
form strong points of intersection between the two (Obaidullah, 2005). 

However, there are also zones of tension where the interpretation and application 
of these two disciplines can differ. For example, in the development of Islamic derivative 
products, there are differences of opinion between Islamic economists who emphasize 
the need for risk management and fiqh experts who are concerned about the potential for 
speculation (Jobst, 2009). 

The case study of sukuk product development well illustrates the dynamic 
interaction between Islamic economic theory and fiqh muamalah. Islamic economists 
view sukuk as an important instrument for capital mobilization and the development of 
Islamic capital markets. Meanwhile, fiqh experts have worked to ensure sukuk structures 
comply with shariah principles, resulting in the various sukuk variations that exist today 
(Wilson, 2008). 

The interaction between these two disciplines is also evident in the development of 
Islamic capital market indices. Islamic economists have developed screening 
methodologies to determine companies' shariah compliance, while fiqh experts provide 
guidance on the criteria that must be met (Derigs & Marzban, 2008). 

In the context of risk management, Islamic economic theory and fiqh muamalah 
have collaborated in developing shariah-compliant hedging instruments. This involves 
adapting modern economic concepts into the Islamic legal framework, resulting in 
products such as Islamic forward agreements and Islamic swaps (Bacha, 1999) 

 
4. Implications for Modern Financial Systems 

The interaction between Islamic economic theory and fiqh muamalah has had a 
significant impact on Islamic financial regulation. Bodies such as the Accounting and 
Auditing Organization for Islamic Financial Institutions (AAOIFI) and the Islamic 
Financial Services Board (IFSB) have endeavored to develop standards that integrate 
Islamic economic principles with shariah compliance (Grais & Pellegrini, 2006). 

In terms of product innovation, this interaction has driven the development of 
various complex Islamic financial instruments. Products such as asset-based sukuk, waqf-
based takaful, and Islamic investment funds are the result of efforts to align modern 
market needs with shariah principles (ULUYOL & Abdullah, 2016). 

However, the harmonization of global Islamic financial standards remains a 
challenge. Differences in fiqh interpretations across countries and schools of thought can 
result in variations in Islamic financial practices and products. This poses challenges in 
creating a truly global and standardized Islamic financial market (Kammer et al., 2015) 

 
5. Future Prospects 
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Trend analysis indicates a shift towards closer integration between Islamic 
economic theory and fiqh muamalah. The emergence of the discipline of "fiqh economics" 
is an indication of this trend, where economic principles are used to analyze and develop 
Islamic law related to financial transactions (Ahmed, 2014). 

For future research, it is recommended to conduct empirical studies on the impact 
of the interaction between Islamic economic theory and fiqh muamalah on the 
performance and stability of Islamic financial institutions. Additionally, interdisciplinary 
research involving Islamic economists, fuqaha (Islamic jurists), and financial practitioners 
can provide valuable insights in addressing contemporary Islamic financial challenges 
(Azmat et al., 2015). 

 
Conclusion and Recommendations 

This research has highlighted the complex and dynamic relationship between 
Islamic economic theory and fiqh muamalah within the context of the modern financial 
system. Although both disciplines have the same roots in Islamic tradition, they have 
undergone significant evolution and mutual influence in shaping the global Islamic 
finance landscape. Islamic economic theory focuses on economic principles aligned with 
Islamic teachings, while fiqh muamalah regulates legal and ethical aspects of financial 
transactions. The interconnection between these two fields is crucial to understanding 
how the Islamic financial system has developed and adapted over time. 

The main findings of this research indicate a substantial area of convergence 
between Islamic economic theory and fiqh muamalah. This convergence is clearly evident 
in the fundamental principles underpinning both disciplines, such as the prohibition of 
riba (interest), gharar (uncertainty), and maysir (gambling). These principles are 
generally accepted in both fields as guidelines to ensure justice and transparency in 
financial transactions. Additionally, the common goals of both disciplines—achieving 
social and economic welfare based on Islamic values—represent an important point of 
alignment. However, despite these similarities in principles and objectives, there are 
significant areas of tension, particularly in the interpretation and application of these 
principles in the increasingly complex modern financial context. 

These areas of tension often arise in how fundamental principles from Islamic 
economic theory and fiqh muamalah are translated into practice. For instance, the 
application of the prohibition of riba in the context of modern financial instruments often 
poses challenges in product design and regulatory adjustment. While fiqh muamalah 
strives to maintain the sanctity of these principles, Islamic economic theory may be more 
flexible in adapting these principles to market needs. Discrepancies in interpretation can 
lead to differences in Islamic financial practices across countries and institutions, which 
in turn affects global harmonization within the Islamic financial system. 

The interaction between Islamic economic theory and fiqh muamalah has driven 
significant innovations in Islamic financial products and services. The development of 
products such as sukuk (Islamic bonds), murabaha (sale with profit margin), and 
mudharabah (partnership) is a tangible example of how these disciplines can collaborate 
to create financial solutions that adhere to Islamic teachings. Moreover, contributions to 
the development of global regulations and standards are crucial as they help establish a 
framework that allows Islamic financial products and services to be recognized and 
accepted internationally. However, despite the many advancements, challenges remain, 
particularly in harmonizing practices across jurisdictions and adapting to rapid 
technological advancements in finance. 
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One of the main challenges faced is how to harmonize diverse Islamic financial 
practices across different countries with varying regulatory systems. Inconsistent 
standards and regulations can cause confusion and uncertainty in international markets. 
Additionally, advancements in financial technology, such as fintech and blockchain, 
present new challenges in aligning with Islamic financial principles. These technologies 
may introduce innovations that have the potential to violate fundamental principles if not 
carefully implemented. Therefore, collaborative efforts are needed to develop standards 
and regulations that balance innovation with compliance to Sharia principles. 

Looking ahead, a closer integration between Islamic economic theory and fiqh 
muamalah seems to be key in addressing contemporary Islamic finance challenges. A 
more integrated approach will enable the development of a comprehensive and adaptive 
framework that can accommodate market dynamics and technological innovations 
without compromising Sharia principles. This integrated framework should involve close 
collaboration among academics, practitioners, and regulators to ensure that all 
perspectives and interests are considered. Interdisciplinary research will also be highly 
valuable in understanding and addressing the complexities arising from the interaction 
between economic theory and fiqh muamalah. 

With these steps, the Islamic financial system has the potential to continue evolving 
as a viable and ethical alternative in the global financial landscape. Successfully 
addressing these challenges will not only strengthen the position of Islamic finance in 
international markets but also contribute positively to social and economic welfare. 
Therefore, ongoing efforts in research, development, and collaboration in this field will be 
crucial to ensuring that Islamic finance fulfills its role as a fair, transparent, and ethical 
financial solution in the future. 
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