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Money and its Compensation: An Analysis with Respect to 

Capitalism and Islamic Economic System 

  

Abstract  
In trade and commerce, money has remained the backbone of the business and 
trade. From the beginning to the end, money is an indispensable part of every 
economic activity. For this importance, money is treated as a factor of 
production. But the question is what is meant by money and whether the value of 
money can be recognized as a land, house, shop, car, bungalow and merchandise 
goods? And then what is the status if it is in the form of interest and it is linked 
to inflation? The research article underlines the key aspect regarding money and 
its compensation in the perspective of capitalistic and Islamic economic system. 
The qualitative and analytical approach was applied in this article. A literature 
review concluded that time value of money in capitalistic economy is unlimited 
while the Islamic economic system does not recognize its value in form of interest 
and with the association of inflation rate. It is recommended that business to be 
done on a profit and loss basis, rather than on debt and interest and instead of 
linking money to the inflation rate, alternatives should be proposed, for example 
if a person wants to take the loan, he should be given what he needs on cost plus 
profit basis.  
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4:  
“Money is any item or verifiable record that is generally accepted 
as payment for goods and services and repayment of debts, such as taxes, in a 
particular country or socio-economic context”.5 
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5 Frederic S. Mishkin, The Economics of Money: Banking, and Financial Markets (Boston: Addison 
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“Money which is charged by a bank or other financial organization for 

borrowing money.”24 

  

  

 
24 Cambridge Advanced Learner’s Dictionery,3rd Edition, accessed on 
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“Interest, a charge of money. It is usually expressed as a percentage of the amount 
loaned and is computed on an annual basis. Interest   is charged by those who have 
money to lend because they gave up its use for a period of time.”25   

 

 

 Arthur O'Sullivan  
 
“In economics, factor payments are the income people receive for supplying the 
factors of production: land, labor, capital or entrepreneurship”.26 
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25 The Encyclopedia of Americana (Danbury: Grolier Inc., 1998), 250:15. 
26 Arthur O'Sullivan, Steven M. Sheffrin, Economics: Principles in Action (New Jersey: Pearson 

Prentice Hall, 2003), 24. 
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