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Abstract 
This study aims to examine the views of Yaqub b. Ibrahim al-Ansari al-Kufi, also known as Abu 
Yusuf, regarding the role of the state in determining economic market mechanisms during the 
early Abbasid era. Abu Yusuf was a renowned scholar in Islamic jurisprudence and economics, 
and made significant contributions to Islamic legal thought and economic activities. This 
article analyzes Abu Yusuf's approach to market regulation, price control, and protection of 
economic rights of the people within the framework of Islamic values. Through this study, we 
gain insights into his views and approaches that provide significant insights into the 
relationship between the state and the market in traditional Islamic economics, which 
remains relevant in the context of modern economies grounded in Sharia-compliant systems. 
Additionally, the study aims to explain how the state functions to ensure stability, justice, and 
efficiency in the economy through various interventions in every activity carried out to ensure 
stability and activities that have a good impact on society. References to theories and studies 
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from Abu Yusuf's works have been used to structure the study for a comprehensive analysis 
of the state's role in determining economic market mechanisms 
Keywords: The Role of  State,  Economic Market Mechanisms, Abu Yusuf, Review. 
 
Introduction 
The government administration holds a crucial responsibility in ensuring that the economic 
market operates in a way that promotes sustainable and inclusive growth for the long-term 
benefit of all its citizens. To achieve this, the government needs to formulate and implement 
policies and regulations that address market failures—situations where the market fails to 
function efficiently or fairly, such as in cases of monopolies or imbalances in wealth 
distribution. By enacting appropriate policies, the government can ensure a fairer distribution 
of resources and enhance the overall welfare of the population, reducing existing economic 
and social disparities. Moreover, active government involvement in managing the economy 
through systematic and planned interventions is essential for maintaining economic and 
social stability. This includes using fiscal and monetary policies to control inflation, 
unemployment, and other emerging economic issues. Such interventions aim to boost 
economic resilience, ensure market stability, and minimize uncertainties that could negatively 
impact both industries and society. To achieve the desired stability, it is crucial to focus on 
various aspects such as effective policy implementation, careful monitoring, and strategic 
planning involving all stakeholders. With good cooperation and organized planning, economic 
growth and market resilience can be enhanced, bringing significant benefits to the country in 
terms of more stable economic prosperity and comprehensive social well-being. 
 
Regulation and Oversight 
The state plays a role in formulating and enforcing regulations to ensure that the market 
operates fairly and efficiently. This includes antitrust laws, consumer protection, and 
environmental regulations. Without effective oversight, markets may experience failures that 
can lead to monopolies, consumer fraud, and severe environmental pollution. State oversight 
is essential to ensure that all market participants adhere to established regulations, making 
the market more transparent and competitive (Stiglitz, 2000). 
 
Macroeconomic Stability 
The state uses fiscal and monetary tools to control inflation, reduce unemployment, and 
promote economic growth. Fiscal policy involves government spending and taxation, while 
monetary policy involves managing the money supply and interest rates. During economic 
crises or instability, the state can take measures such as increasing public spending or 
lowering interest rates to stimulate economic activity. Such interventions are crucial to 
prevent economic instability that could threaten the welfare of the populace and the nation's 
growth (Mankiw, 2019). 
 
Provision of Public Goods and Services 
Certain goods and services such as infrastructure, education, and healthcare may not be 
efficiently provided by the private sector. Therefore, the state plays a crucial role in providing 
these goods and services to ensure equitable access and improve societal welfare. Good 
infrastructure, for instance, is essential for supporting sustainable economic growth, while 
high-quality education and healthcare help create a productive and knowledgeable society 
(Samuelson & Nordhaus, 2010). 
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Income Redistribution 
Through taxation and social assistance systems, the state strives to reduce income inequality. 
This approach helps ensure that all segments of society can benefit from economic growth 
and reduce the risk of poverty. Reducing inequality not only helps strengthen social equity 
but also supports long-term economic stability (Piketty, 2014). 
 
Environmental Protection 
The state sets policies and regulations to protect the environment from harm caused by 
economic activities. This includes pollution regulations, forest conservation, and support for 
renewable energy sources. Environmental preservation is crucial for ensuring the long-term 
sustainability of natural resources needed for life and the economy. The state must ensure 
that economic development does not damage the environment but rather supports the 
responsible and sustainable use of resources (Stern, 2006). 
 
Economic Development 
The state also plays a role in stimulating economic development through investments in 
infrastructure, research and development, and support for strategic industries. This initiative 
aims to enhance the country's economic competitiveness, create new job opportunities, and 
stimulate innovation crucial for sustainable economic growth. For example, investments in 
green technology and high-tech industries can lead to better economic opportunities and 
maintain a clean environment (Rodrik, 2004). 
 
Labor Market Regulation 
The state sets regulations regarding minimum wages, working conditions, and workers' rights 
to protect the workforce from exploitation and ensure fair working environments. This step 
is essential to increase productivity and worker welfare, which is the foundation of 
sustainable economic growth. The state can also support training and skill development to 
ensure that the workforce has the skills needed to meet the changing demands of the labor 
market (Freeman, 1994). 
 
Economic Crisis Management 
During economic crises, the state often takes action to rescue struggling sectors, stabilize the 
financial system, and provide economic stimulus to encourage recovery. These actions are 
crucial to restore market confidence and prevent more severe economic downturns. For 
example, during the 2008 global financial crisis, many countries took bold fiscal and monetary 
measures to counteract the adverse effects of the crisis (Reinhart & Rogoff, 2009). 
 
Research objective 
The objective of the study is an important element in producing a scientific study. In addition, 
with the objective of the study, the analysis and study of the study will not deviate from the 
main goal of a study. Therefore in this study the main objective is to "Analyze The Role of the 
State in Determining Economic Market Mechanisms According to Yaqub b. Ibrahim al-Ansari 
al-Kufi (Abu Yusuf) (661-750 AD)”. 
 
Research methodology 
Among the research methods used to obtain studies related to al-jahiz and contributions to 
Islamic economics is to conduct library research. While conducting this research, the 
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researcher has used sources from printed materials and also electronic materials such as 
reference books and also sources from internet sources, especially related journals and Abu 
Yusuf's contribution to Islamic economic management thinking. Many studies from books 
related to this study have been researched by researchers. This is to get more sources of 
information as well as additional information that can be used as input material to get an 
initial picture related to the study and ultimately to complete this study. 
 
In general, research conducted using data collection methods is through library research. The 
data obtained is from materials consisting of Arabic books, Islamic banking and finance books, 
journals and various other materials found in libraries or knowledge resource centers. In order 
to analyze the data, three methods of data analysis were used, namely the inductive method 
and the deductive method. The inductive method is a method of analyzing data by looking for 
evidence from specific propositions to reach general propositions. This method is used to 
identify the background and early life of Abu Yusuf and his educational background and his 
later life. The deductive method is a way of analyzing data and writing based on general facts 
to specific facts. This method is used to analyze the contribution of Abu Yusuf in the field of 
writing that refers to his contribution to the science of Islamic economic management. 
 
Background of Yaqub b. Ibrahim al-Ansari al-Kufi (Abu Yusuf) (661-750 AD) 
Abu Yusuf, whose full name is Yaqub bin Ibrahim al-Ansari al-Kufi, was a highly respected 
Islamic scholar known for his significant contributions to the development of Islamic 
jurisprudence, particularly within the Hanafi school of thought. He was born around 113 Hijri 
in Kufa, Iraq, and passed away in 182 Hijri in Baghdad. Abu Yusuf left a valuable legacy in the 
history of Islamic legal thought (Waines, 2003). He received an outstanding education in 
Islamic law under the guidance of Imam Abu Hanifah, the founder of the Hanafi school. Imam 
Abu Hanifah was renowned as one of the most influential Islamic jurists of his time, and the 
teachings from this master greatly influenced Abu Yusuf's thinking and career. 
 
One of Abu Yusuf's major contributions was in the development of the Hanafi school's 
jurisprudential methodology. As the principal student of Imam Abu Hanifah and one of the 
founders of the Hanafi school, Abu Yusuf played a crucial role in formulating the 
jurisprudential principles that later became essential for Hanafi followers in understanding 
and practicing Islamic law (Waines, 2003). 
 
Additionally, Abu Yusuf was known as a qadi (judge) appointed by Caliph Harun al-Rashid in 
Baghdad. This position demonstrated the trust in his competence in the fields of law and 
justice and provided him with the opportunity to implement Hanafi jurisprudential principles 
in daily legal practice (Shoukat, 2020). Abu Yusuf's written works are also a highly valuable 
legacy in Islamic legal thought. "Kitab al-Kharaj," one of his famous works, discusses issues of 
taxation and state administration, while "Kitab al-Athar" examines hadith and jurisprudence, 
serving as an important reference in understanding hadith in the context of Islamic law 
(Goldschmidt, 2008). 
 
Market Mechanism in the Islamic Economic System 
The market mechanism is a system that determines the formation of prices in the market, 
which can be influenced by several factors. Among the factors affecting the market 
mechanism are aspects of demand, supply, distribution, labor, government policies, currency 
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value, and security within a country. In the formation of the market mechanism, factors that 
play a role in creating a good market include the good ethics of each trader, the existence of 
healthy competition, honesty in every transaction, openness in the market, and justice for all 
(Hanifullah, 2012). 
 
Abdul Hafid (2015), defines supply as a representation of goods to be introduced to the 
market for the purpose of selling and buying. He also stated that supply is one of the mediums 
used to offer goods for sale, based on price mechanisms and price controls set for the types 
of goods offered. Supply must also be aligned with the form of demand, where businesses 
need to produce products based on consumer wants and demands. 
 
In the application of Islamic economics, demand also has its own definition. According to Ibn 
Taimiyyah (1976), the meaning of demand is the desire for something or the quantity of goods 
requested (raghbah fil al-syai) by others from the party producing the goods. Therefore, 
essentially, the concept and application of demand in the context of Islamic economics are 
similar to the concept in conventional economics in terms of fulfilling needs and wants. 
 
In demand theory, there is a relationship between the demand contract for a commodity and 
the determination of its price level. The law of demand essentially refers to the assumption 
that the lower the price of a commodity, the higher the demand for that commodity. 
Conversely, the higher the price of a commodity, the lower the demand for it (Sukirno, 2009). 
 
The Role of the State in Determining the Economic Market Mechanism According to Abu 
Yusuf 
According to Abu Yusuf in his book al-Kharaj, the theory of public finance is always closely 
related to the role of the state in implementing the economic system and socio-economic 
functions necessary to ensure market stability within a country. In conventional economic 
theory, the role of the state is rationalized on the grounds that the market mechanism alone 
cannot perform all economic functions, as public policy is needed to guide, correct, and 
complement the private sector in certain areas involving market activities within a country. 
This is because public policies are sometimes influenced by the political nature, social culture, 
and ideology of a country, which can hinder planning and impact the market mechanism, such 
as causing price increases or unfair pricing (Chapra, 1980). 
 
In examining the ideas put forward by Abu Yusuf regarding the role of the state in determining 
economic direction, it is important to note that he discussed the economic and social 
functions of the state based on the guidance of Islamic Shariah (Ibrahim, 1979). A state guided 
by Islamic values as a tool to realize the ultimate goals, both spiritual and material, within an 
Islamic society can ensure social justice and economic stability for all its citizens. Good 
implementation of public economic policies by the government can ensure adequate supply, 
reduce hardship for the people, and free society from hunger and moral decay (Karim, 1961). 
This should be guided by Islamic principles in implementing a good economic system within 
the market in activities involving the local community (Musgrave & Musgrave, 1987). 
 
Furthermore, Abu Yusuf extensively discussed the goals and functions of a state in economic 
affairs. He emphasized that the government is obliged to protect the interests of its people 
and manage the affairs of the state, whether involving urban or rural areas. The government 
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is also responsible for working towards the provision of social goods and development 
projects for overall economic growth, which includes basic needs and the governance of 
business administration (Abu Yusuf, 1979). To ensure the stability and welfare of the people, 
Abu Yusuf stated that the government needs to provide good income to the people to shape 
a well-functioning market mechanism. Secondly, the government needs to manage state 
funds in every expenditure to prevent leakage, and finally, implement public policies that are 
suitable for the welfare of the people (Abu Yusuf, 1979). In summary, the objectives of the 
state as depicted in his writings in al-Kharaj are: 
 

1. Fulfilling the basic needs of the people 
2. Protecting religion and upholding the sanctity of Allah's word 
3. Facilitating the establishment of an honest and fair system in the market 
4. Overall economic development 
5. Creating the general welfare of the people 

 
He further emphasized the need for such policies to be well-implemented and maintained by 
the government to ensure that these policies and regulations bring guaranteed welfare to all 
its members (citizens) and enhance the general prosperity and welfare of the people within a 
country. 
 
Conclusion 
Based on Abu Yusuf's arguments and views on the role of the state in the economic system, 
the impact is that a country can create a market environment that is stable, fair, and efficient, 
benefiting both the economy's industries and its citizens. According to Abu Yusuf, active state 
involvement in the economy involves not only overseeing and regulating the market but also 
implementing comprehensive measures to ensure that all parties benefit from economic 
growth. With well-organized policies, the state can address market failures such as resource 
imbalances, economic injustices, and price instability that often occur in poorly regulated 
market systems. State intervention serves to prevent serious issues like black markets and 
monopolies, which can harm consumers and undermine healthy competition. The primary 
role of the state, as outlined by Abu Yusuf, is to create a fair and efficient market. This means 
implementing policies that prevent unfair practices and ensure that resources are allocated 
efficiently. By doing so, the state can prevent monopolies and other forms of market 
disruption that could lead to inequality or inefficiency. For instance, regulations can be 
introduced to promote competition and protect consumers from exploitation. 
 
Through effective regulation and protection of public interests, the state ensures that 
economic development not only benefits certain groups but also provides welfare to the 
entire society. This includes offering equal opportunities, reducing income disparities, and 
ensuring access to quality goods and services. In this way, economic growth can be achieved 
sustainably and inclusively, ultimately meeting the needs and welfare of all citizens and 
supporting the overall prosperity of the nation. A well-regulated economy supports long-term 
sustainable development. By addressing current economic issues and planning for future 
growth, the government can help build a resilient economy that can adapt to changes and 
challenges over time. This includes investing in research and development, fostering 
innovation, and supporting industries with potential for long-term growth. 
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