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The Parallel Economy in the Islamic State

Informal Markets Between Sharia Oversight and Political Challenges
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Abstract

This research examines the phenomenon of the parallel economy and informal
markets within the Islamic state framework, exploring the tension between Sharia
supervision requirements and emerging political challenges. The study adopts an
analytical methodology to define the parallel economy, identify its causes, and
establish the Islamic legal controls for market supervision including oversight, justice,
and prohibition of fraud and monopoly. The research further analyzes political
challenges arising from the parallel economy such as threats to stability, weakening of
state authority, and corruption, while proposing mechanisms for treatment that
balance legal compliance with political adaptation. The findings reveal that informal
markets, while historically present in Islamic economic systems, require structured
regulatory frameworks that uphold Magasid al-Sharia without compromising political
governance.

* Munther Abdulaziz Awad

munther.abdalazez@imamaladham.edu.iq
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