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Abstract

The Islamic financial system encompasses mechanisms related to the monetary
and financing sectors within the Islamic economy. One of the key issues influenc-
ing these structures and mechanisms is the Islamic perspective on the creation and
expansion of debt. Debt creation and growth include all forms of liability genera-
tion within the economy.

This article seeks to derive the criteria governing debt creation and expansion in
the Islamic financial system, apply them to various economic contexts, and extract
the general policy framework of the Islamic financial system in this regard. The
findings indicate that the permissibility of creating and expanding debt in the Is-
lamic financial system is conditional upon both the feasibility and the intention of
repayment. Accordingly, different economic indicators are applicable at the indi-
vidual, corporate, governmental, and societal levels.

Furthermore, debt expansion without strong necessity is deemed makruh (discour-
aged), while it is mustahabb (recommended) in cases such as meeting the needs of
believers or financing the Eid al-Adha sacrifice, and wajib (obligatory) in cases of
emergency. The rules governing debt at the individual, corporate, governmental,
and community levels carry significant implications for financing production and
demand. One such implication is the possibility of expanding debt-based financing
mechanisms for goods that are urgently needed, while employing non-debt-based
mechanisms for other goods.
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