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1. INTRODUCTION 

Islam establishes a welfare society. It obligates the society to make arrangements 
for need-fulfilment of all citizens. The Islamic economy working with the market and 
non-market institutions and guided by Islamic values meets the personal and public 
needs of its people. The market system in a secular economy under appropriate 
conditions can efficiently meet personal needs of the people; however, it fails to do so in 
case of public goods. While supplementing the market system with other institutions, 
the Islamic economy manages to supply optimal quantity of the public goods. The 
paper studies this issue in the light of the Qur'an, the Sunnah, and Islamic history. I 

2. ISSUES INVOLVED IN THE PROVISION 
OF PUBLIC GOODS 

The public good is defined to be a good the consumption of which by one person 
does not reduce its availability to others in society. If we denote Z as the total quantity 

supplied of a pure public good and Z" and Zh quantity consumed by individuals A and 
B, then we can write Z=Z,,=Zh. The equality signs show that there is no extra cost in 
supplying a given quantity of a public good to additional people although its production 
involves extra cost. Moreover, once a public good is supplied to individual A, it is 
difficult to exclude individual B from enjoying its benefits. Defence, lighthouses, police 
protection, and clean environment are examples of public goods. There are very few 
pure public goods in the real world while many goods reflect features of both public and 
private goods. These goods are called mixed goods. Education and health are 

examples of such goods. 
In our discussion by public goods, we mean both pure and mixed public goods. 

Efficient supply of these goods encounters specific problems in the market-type sy~tem. 
The demand of such goods faces the free-rider problem. A large umber of people 

simultaneously particip<Ue in enjoying a public good. Each one knows that it is 
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I In all references to the Quran in this paper, the first number refers to the sarah and the second to the 

ayah. 














