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“Allah will deprive usury of all 
blessings, but will give 
increase for deeds of charity” 
[Al-Baqarah: 276]. 

Prophet Muhammad (pbuh) 
has said “A time will come 
when one will not care how 
one gains one's money, legally 

or illegally.” (Sahih Bukhari, Vol 3, Book 
34 on Business Transactions, Hadith 
Number 275). 

 

Inside This Issue  Credit, therefore, tends to go to those 
who, according to Lester Thurow, are 
‘lucky rather than smart or 
meritocratic’. The banking system thus 
tends to reinforce the unequal 
distribution of capital. While deposits 
come from a broader cross-section of the 
populations, their benefit goes mainly to 
the rich.  
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Research Note 

 

Importance of Worldview in Shaping Economic Choices  
 
Salman Ahmed Shaikh 
 
Famine, death from hunger and debt 
enslavement are the facts of life for 
half of the people on earth not because 
that overall, the societies have scarce 
resources, but because the distribution 
of resources is inequitable as 
empirically proven by Nobel Laureate 
Amartya Sen and noted by Thomas 
Piketty in his recent book ‘Capital in 
the Twenty First Century’. 
 
It is ironic that expenditure on reducing 
fat is more than expenditure on 
reducing hunger. Some sport stars and 
musicians earn equivalent sum as 
compared to some of the population of 

entire countries, but yet, what they 
provide in the market system is 
adjudged ‘efficient allocation of 
resources’ as long as the other rich 
people can put up dollar votes for 
buying such entertainment at offered 
market prices. 
 
Amartya Sen in his paper ‘Rational 
Fools’ asks what can or should make 
people more responsible? Can risk 
averse nature of humans in a ‘Rawlsian 
veil of ignorance’ framework be a 
sufficient mechanism in all cases to 
ensure equity?  
 
In a Rawlsian framework, since people 
do not know in which generation they 
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will come in this world, they would try 
to adopt conservation of resources (if a 
pre-birth social agreement can be 
reached) so that they are not left with 
limited resources if they come in later 
generations.  
 
But, when people start making choices 
in this world, they are already in this 
world and will overuse resources which 
have rivalry, especially if there is no 
afterlife. Feature of rivalry means that 
what I obtain is not available for the 
others to obtain. 
 
If all rational human beings must 
believe that this world is the only place 
where life will exist for a short period 
in this world alone for no other purpose 
than to satisfy as much of wants as 
possible, then it is all too rational to 
believe that altruism is nonsense. 
 
That is why; it is not 
irrational to observe 
that capitalists in 
their “self-interest” 
will not reinvest 
profits in the same 
mode of production, 
but rather in labor 
saving technologies 
as in Lewis model. 
 
It is not irrational for wealthy 
capitalists who in their “self-interest” 
do not let the resources trickle down to 
masses if they can control legislation in 
capitalistic democracies. 
 
It was not irrational that investment 
banks in their “self-interest” did not 
use the bailout funds to open fresh 
credit lines to real sector in the Global 
financial crisis of 2007-09. 
 

It is not irrational for investment banks 
to look at fee based income as 
incentive to keep on promoting and 
making market for standardized 
securities for sub-prime loans in their 
“self-interest” even if that increases 
systematic risk in financial markets. 
 
Finally, it is not irrational for 
academics and Nobel Laureates to 
ignore these issues in their “self-
interest” and go with the mainstream 
wind whatever that is in any period of 
time irrespective of its direction, 
implication and effectiveness for the 
society and the social problems of 
present and future. 
 
Gregory Mankiw writes ‘People react to 
incentives, rest is commentary’ in his 
principles level book on economics. 
That commentary whether explained in 
a two-dimensional graph, calculus or 

real analysis, does 
not add any 
additional insight 
than the statement 
that ‘people react 
to incentives, are 
selfish, are greedy 
and the best one 
can do is to let 
them be and just 
believe that’. 

 
This fundamental principle of 
economics is a trivial statement about 
humans where they are relegated to 
the state of mere animals, slaves of 
their base desires and incapacitated by 
their conscience and failed by even the 
call of teachers, preachers, prophets 
and scriptures to overcome the base 
instincts. Isn’t that mockery of all that 
we know as human? 
 

Some sport stars and musicians earn 

equivalent sum as compared to some 

of the population of entire countries, 

but yet, what they provide in the 

market system is adjudged efficient 

allocation of resources as long as the 

other rich people can put up dollar 

votes for buying them at offered 

market prices. 
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We need a worldview that expands the 
responsibility of humans 
to society, future 
generations, and other 
living species on planet 
with accountability for 
every intentional act 
done by every human 
being. We need a 
worldview that regards humans as 
trustees for whatever material 
resources and mental faculties they 
come to possess in this world.  
 
We need a worldview or economic 
system that regards market as an 
instrument rather than give it the role 
of allocating every resource every way 
rich people with most dollar votes 
desire. That requires balance between 
socialism and unfettered market 
principles. Economists not only need to 

search for right policies, but also look 
at which institutions 
and worldviews can 
complement them. 
 
Islamic worldview 
based on Tawheed 
and belief in afterlife 
accountability deeply 

influences preferences, behavior and 
choices.  
 
It not only asks for change in some 
choices and giving religion a place in 
time and resource allocation, rather it 
presents a worldview where a human 
being is freed from following anyone 
except Allah and where a human being 
is equipped with spiritual rationality to 
act in ethical ways as an end in itself. 
 
 

 

In Conversation with Corporate Leaders in Islamic Finance 
 
Mr. Raheel Bhagar is Head of Shari’ah Compliance at Soneri Bank 
Limited. He has done M.Sc. from University of Durham, UK and 
MBA from SZABIST University, Karachi. He is also Certified 
Shari’ah Advisor and Auditor. He has vast experience in Shari’ah 
strucuring of products, Shari’ah Audit and Shari’ah Compliance. 
He has also taught Islamic banking and finance at various 
academic and training platforms.  
 
Mr. Shahid Sumar is Chief Information Officer at Bank Al Baraka 
Pakistan. He has held the same position at Summit Bank 
previously and has also served at Samba Bank as Acting Head of 
IT. He has done MS in Computer Science from SZABIST 
University, Karachi. He has more than 22 years of experience in 
Information Technology within the banking sector, specializing 
in IT Governance, IT Strategic Management, IT Infrastructure 
and Operations and Digital Banking initiatives. 
 

We need a worldview or economic 

system that regards market as an 

instrument rather than give it the 

role of allocating every resource 

every way rich people with most 

dollar votes desire. 
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Recently, they participated in a Webinar organized by SZABIST University on 
Islamic Banking and Finance. Their insights on prospects, challenges and trends in 
Islamic finance industry are shared with the readers. 

 
Question 1: Mr. Raheel Bhagar, for a 
layperson, how will you explain key 
differences between Islamic banking 
and conventional banking?  
 
The difference lies in the way a 
financial product is structured and 
delivered. There is no 
harm in buying a 
durable good for 
personal use or fixed 
asset in producing 
goods and services. 
But, in obtaining 
finance, it is 
important to avoid 
Riba (interest on 
loans).  
 
Islamic banks structure their financial 
products on trade or lease basis if the 
requirement is asset acquisition. In 
some cases, Islamic banks also provide 
capital as equity investment. Islamic 
principles allow profit on trade, rent on 
lease and profit sharing in investment 
projects provided certain conditions 
are met. Islamic banks ensure that 
these conditions are met and they 
confine themselves to the product 
structures that are in compliance with 
Islamic principles. 
 
Finally, in every Islamic banking 
financing transaction, it is ensured that 
the principles as laid down in Shari’ah 
standards are meticulously followed. 
Therefore, the difference lies in 
product structures. When it comes to 
pricing in markets, prices are 
determined through market forces. We 
have two clients, not one, i.e. i) 

depositors and shareholders as 
investors and on the other hand, ii) 
individual and corporate customers who 
require financing. As an intermediary, 
we cannot benefit one at the cost of 
others. Therefore, prices converge 
towards market norms.  

 
Due to the structural 
differences, certain 
differences appear 
more prominent in 

unusual 
circumstances. For 
instance, if a vehicle 
obtained on lease 
becomes unusable, 
Islamic bank does not 

charge rent for the period during which 
the vehicle remains unusable. 
 
Question 2: Mr. Shahid Sumar, does 
Islamic banking poses any additional 
challenges to technological 
infrastructure for effective and 
efficient delivery of Islamic financial 
services in a Shari’ah compliant way? 
 
The technological infrastructure is faith 
neutral. The hardware in the form of 
network of computers, routers, teller 
machines or the software developed 
through programming languages is 
going to be used in the same way in 
Islamic as in conventional banking. 
 
The difference in Islamic banking 
comes in the form of structure of a 
transaction. That requires differential 
legal and accounting treatment of 
transactions. But, the same technology 
can easily be used to offer Islamic 

Islamic principles allow profit on 

trade, rent on lease and profit 

sharing in investment projects 

provided certain conditions are 

met. Islamic banks ensure that 

these conditions are met and they 

confine themselves to the product 

structures that are in compliance 

with Islamic principles. 
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banking services without any additional 
cost or major hurdles.  
 
What is vital is that the process is 
followed correctly. In facilitating that, 
technology, is utilized in unique steps 
in the process which are not there in 
conventional banking. For instance, 
identification of asset, physical 
inspection of asset and ensuring that 
the onward sale in Murabaha to a 
customer is recorded after the asset 
has come in constructive possession of 
the Islamic bank.  
    
Question 3: Mr. Raheel Bhagar, due to 
the economic crisis following 
lockdowns after the outbreak of 
covid-19, most firms 
required working 
capital financing, 
distress financing and 
rescheduling of 
financing facilities. 
Are there enough 
products in Islamic 
banking to cater to 
these needs? 
 
Islamic banks have product structures 
like Salam, Istisna and Running 
Musharakah that can cater to wider 
financing needs besides asset 
acquisition. Some product structures 
are more flexible than others when it 
comes to repricing. In Diminishing 
Musharakah, it is allowed to postpone 
unit purchase for few months if there is 
problem of liquidity. 
 
The central bank of the country had 
come up with some subsidized ways of 
working capital finance and it is 
appreciable that they also kept Islamic 
banking into the picture and allowed 
Islamic alternatives of such ways of 

working capital finance. So, yes, there 
are some restrictions which need to be 
followed in Islamic banking, but, the 
overall product mix is capable of 
meeting the financing needs from one 
or the other product structures 
effectively and competitively.    
 
Question 4: Mr. Shahid Sumar, financial 
inclusion is very low in developing 
countries like Pakistan. Currently, more 
than two-thirds of the population lives 
in rural areas. How can Islamic banking 
promote financial inclusion through 
leveraging technology?   
 
Financial inclusion in rural areas 
through a brick and mortar model is 

costly and it is not 
going to happen in a 
short period of time. 
With the proliferation 
of alternate payment 
channels being offered 
in partnership with 
telecom operators, 
there is a better way 
of expediting financial 

inclusion by leveraging technology. 
However, credit services cannot be 
extended through payment channels 
alone.  
 
So, there is need for banks to come 
into the picture having a broader 
product base. They can leverage 
technology to offer microfinance and 
reduce cost of administering portfolio 
through innovative ways of doing 
things.  
 
For instance, computerizing the loan 
application process, real-time credit 
report generation at the point of 
contact, and facilitating repayments 
through mobile and internet banking 

There is need for banks to come 

into the picture having a broader 

product base. They can leverage 

technology to offer microfinance 

and reduce cost of administering 

portfolio through innovative 

ways of doing things. 



Islamic Economics Project | Moral Reflections on Economics, Vol 1, No 6, June 2021 6 

 

and through merchants. So, technology 
is there to help. It requires initiative, 
innovation and some perseverance to 
reach new markets. If the state bank 
also incentivizes entering into such 
areas, then we can see progress on this 
front.  
 
Question 5: Mr. Raheel Bhagar, 
sometimes a complain comes from 
Islamic banking industry 
that there is lack of 
level playing field for 
Islamic banks. Is this 
true and what are the 
unique challenges that 
are faced by Islamic 
banks?  
 
Islamic banks do have a 
level playing field. 
Otherwise, the industry would not have 
been able to survive and compete 
alongside conventional banking which 
had a 100% share going two decades 
back and still has more than 80% share 
in overall banking in Pakistan now.  
 
But, when it comes to liquidity 
management, Islamic banking solutions 
are limited. Part of the reason is 
Shari’ah non-compliant nature of 
conventional money market 
instruments. But, another reason is lack 
of Shari’ah compliant sovereign 
securities in the market as compared to 
conventional sovereign debt securities 
like T-bills and Pakistan Investment 
Bonds. 
 
It is appreciable that government has 
introduced Islamic solutions of 
different financing schemes for buying 
homes and starting businesses. But, it 
is also expected that in fresh sovereign 
financing, the Islamic solution would 

also be given consideration. This will 
help in deepening Islamic money 
market.    
 
Question 6: Mr. Shahid Sumar, what are 
the prospects of a full-fledged digital 
bank in Pakistan and do cybercrimes 
inhibit such a concept in the market 
both from the supply and demand side 
perspective?  

 
Digital bank will 
have to offer 
something more 
than facilitating 
payments and 
remittances. Such 
tasks are easily 
doable through 
alternate payment 
channels as well. 

They have to have some credit services 
in order to earn returns beyond just 
transaction fees. But, the focus will 
stay on the retail side and the amount 
of credit would also be low. 
 
Cyber threats are real and security 
breaches happen in developed 
countries as well. Therefore, it is also 
vital that there is continuous vigilance 
to avoid cyber threats because not only 
they have a technological cost, but also 
a commercial displacement risk if 
people’s trust wanes.  
 
Question 7: Mr. Raheel Bhagar, what 
are the career opportunities for 
aspiring students and young 
professionals to carve out a career in 
Islamic banking industry? 
 
There are professional certifications 
offered by regulatory bodies, such as 
Accounting and Auditing Organization 
of Islamic Financial Institutions. Then, 

When it comes to liquidity 

management, Islamic banking 

solutions are limited. Part of the 

reason is Shari’ah non-compliant 

nature of conventional money 

market instruments. But, another 

reason is lack of Shari’ah 

compliant sovereign securities. 
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there are certifications offered by 
certain universities 
and institutions 
around the world. 
These are useful for 
mid-career 
professionals or for 
those who had 
already completed 
their post-graduation.  
 
For those, who are 
looking to start graduate studies, they 
can opt for Post Graduate Diploma if 
they do not want to carve out an 
exclusive career in Islamic finance. 
They can also opt for Masters program 
if they wish to join Islamic finance 
industry seriously. Finally, there are 
MOOCs developed by IRTI, Jeddah and 
INCEIF, Malaysia which are also useful 
for a layperson to gain basic knowledge 
about Islamic banking and finance.    
 
Question 8: Mr. Shahid Sumar, what 
advice would you like to give to 
students and professionals from the 
non-finance backgrounds if they wish to 
join Islamic banking industry as 
professionals in future? 

 
Those who wish to 
come in Islamic 
finance industry; 
they need to have at 
least a basic 
knowledge of Islamic 
banking. This is 
provided in-house as 
well in the Trainee 
Officers and 
Management Trainee 

Officers program. But, if such an option 
is not available, they shall gain basic 
understanding by doing a certification 
or taking a course in Islamic banking 
offered in a university program. 
 
Apart from that, it is important to have 
strong work ethics, a professional 
attitude and all round knowledge to 
advance in their careers. Even if 
someone is coming from a technical 
background, he or she needs to have 
good business acumen since the 
corporations survive if they are 
profitable. So, in aspiring for 
advancement in career, it is important 
to have all round knowledge, eagerness 
to learn and have professional attitude. 

Book Review  
 

Title: 
Towards and Interest Free 
Islamic Economics System 

 

Author: Dr. Waqar Masood Khan 

Publisher: 
The Islamic Foundation, UK, 
1985 

 

 

The book is authored by Dr. Waqar 
Masood Khan and it is based on his PhD 

Thesis 
completed and accepted with 

Digital bank will have to offer 

something more than facilitating 

payments and remittances. Such 

tasks are easily doable through 

alternate payment channels as well. 

They have to have some credit 

services in order to earn returns 

beyond just transaction fees. 
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distinction at Boston University. The 
noted author has been a prolific 
academic researcher and policymaker. 
Currently, he is Advisor to the Prime 
Minister of Pakistan on Revenue. He has 
also served as Finance Secretary in the 
past. This book published in the mid-
80s presents the optimism and ideas of 
foundational scholars in 
institutionalizing Islamic finance in 
contemporary economies.   
 
It is one of the rare works in Islamic 
economics that engages in 
mathematical modelling. Since interest 
based financing is prohibited in Islam, 
the author attempts to make a case for 
equity financing and to use incentive 
features that minimize the cost of 
monitoring and information collection 
which make equity 
financing less 
attractive to the 
investor of capital as 
compared to the fixed 
rate scheme of 
lending.   
 
Based on the results of a mathematical 
model, the author shows that the 
predominant role played by the 
interest based transactions or debt in 
modern credit markets can be 
explained by the presence of a ‘moral 
hazard’ in these markets. Given the 
presence of informational asymmetry in 
the credit market, interest-based 
financial instruments minimize the 
informational requirement of a 
financial contract. Since information 
collection is costly, interest-based 
contracts are attractive on account of 
minimizing the information costs 
associated with any contract. 
 

On the savings supply side, if savings 
are unrelated to a positive rate of 
profit or mark-up in a narrow band of 
positive values, it does not imply that 
they will be inelastic to even negative 
profit rates. Thus, for risk averse and 
loss averse investors, fixed rate 
schemes still have attraction with 
safety of capital. Furthermore, as 
compared to macro level studies, the 
micro level surveys do hint towards 
positive relation between savings and 
profit rates. 
 
The author highlights through the result 
of mathematical modelling that if the 
lender extends large number of 
smallest possible loans, then he can 
reduce the probability of default from 
any one investor to an arbitrary small 

level. In the presence 
of a large number of 
investors, if one 
investor defaults, then 
its effect on the 
lender’s expected 
payoff is negligible.  

 
Can this minimization of risk through 
portfolio diversification also make 
equity financing usable and attractive. 
Equity financing may not guarantee 
returns and there is a possibility of 
negative returns; however, a 
diversified portfolio of small equity 
investments in large number of 
uncorrelated projects can minimize the 
risk.  
 
On the upside, the presence of equity 
premium in the financial markets 
presents an opportunity of greater 
returns in equity investments. There 
are risk neutral investors who would be 
willing to engage in high risk-high 
return investments. The author gives an 

Predominant role played by the 

interest based transactions or 

debt in modern credit markets can 

be explained by the presence of a 

‘moral hazard’ in these markets. 
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example that the very existence of the 
stock market reflects society’s desire 
to build up institutions for shifting risk 
to those most suited for this purpose, 
namely the stockholders. 
 
The author notes that for risk averse 
investors, banks minimize moral hazard 
problem through monitoring. If there 
are monitoring costs associated with 
financial contracts, then debt 
minimizes these costs. The prohibition 
of debt as an instrument of financing 
would require investment in costly 
information collection activities.  
 
Furthermore, portfolio diversity would 
be inhibited by firm-
specific information 
collection costs. A 
diversified portfolio 
might help in 
reducing overall 
risk, but it will 
require collecting 
peculiar and firm-
specific information.  
 
There may be cost 
synergies in collecting information for 
minimizing systematic risk. But, such 
synergies are not available in collecting 
all sorts of information to minimize 
unsystematic risk. In addition to that, 
mutual funds investing in equity 
instruments also fail at times and 
remain unable to eliminate the 
systematic risks. 
 
It also needs to be appreciated that the 
flexibility in entry and exit in financial 
investments is also a vital feature in 
determining the extent of use of a 
financing mechanism in a given 
situation. Proliferation of debt based 
instruments priced at fixed rate is 

based on the fact that the return is not 
uncertain. It is usable for different 
maturities from overnight loans to 
perpetual debt.    
 
Therefore, the author admits that it is 
difficult to believe that the present 
system, though un-Islamic, is entirely 
without merit inasmuch as it satisfies 
the needs of those actively envisaged in 
it. Knowledge of its merits would help 
evolve a system that would take into 
account these merits and assimilate 
them into an Islamic framework.    
 
The presence of debt, for example, in 
the capital structure of a firm, provides 

incentive for better 
management 

relative to the case 
where the managers 
sell the ownership 
to the outsiders, as 
in the case of 
equity.  
 
Therefore, if the 
financial institutions 
are incapable of 

controlling the effort level of the 
manager/agent, then the introduction 
of profit sharing will greatly reduce the 
performance and efficiency of the 
business enterprise.  
 
Nonetheless, if banks hold equity, then 
they can still perform the effective 
monitoring as compared to the large 
number of small shareholders. But, 
since the underreporting of profits is 
possible and there is information 
asymmetry, there will be increased 
information collection and monitoring 
costs in equity financing. 
 

If banks hold equity, then they can 

still perform the effective monitoring 

as compared to the large number of 

small shareholders. But, since the 

underreporting of profits is possible 

and there is information asymmetry, 

there will be increased information 

collection and monitoring costs in 

equity financing. 
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In short term financing where the 
period of investment is shorter and the 
published financial 
statements are not 
available for a shorter 
frequency than a 
quarter, the author is in 
favour of profit 
calculation based on 
expected and forecasted 
values and such can be adjusted when 
the actual data is available.  
 
The author cites the example of income 
taxation. Certain taxes are deducted at 
source and adjustable at the end of 
period if documentary evidences are 
presented. However, the author notes 
that while taxation authorities have the 
power to scrutinize the accounts, in 
private contracts where 
an easy tax-favourable 
debt financing is 
available, firms would 
not be willing to share 
their private information 
wholeheartedly. 
 
The author notes that the collateral 
requirement makes the access to credit 
exclusive to the rich capitalists who 
already own sufficient amount of 
wealth and valuable assets. Hence, 
equity financing is more inclusive and 
egalitarian from the social and 
distributional point of view.  
 
The author writes that dishonesty is a 
function of the incentive structures 
afforded by the society. Costs can be 

minimized by devising incentive 
structures that ensure honesty of 

agents by themselves.     
 
The requirement of 
collateral can be 
replaced with other 
features in the 
contract, such as equity 
at default. The author 

maintains that if there is asymmetry in 
management, then there can be 
asymmetry in sharing actual profits 
provided that profit distribution is not 
predetermined and fixed. Thus, tier 
based profit sharing is also a possible 
way of influencing incentives and 
ensuring risk mitigation. 
 
In pricing capital in Islamic credit 

contracts, the author 
suggests looking at 
average profit rate of 
the industry or the 
economic growth rate.  
 

Nonetheless, it is important that such 
rates do not determine the final 
distribution of profits and that the 
financing arrangement is structured on 
equity basis rather than debt. The 
eventual distribution of profits shall be 
adjusted based on actual profits earned 
once such calculation is possible at 
maturity.   
 
 
                 

     

 

 

If there is asymmetry in 
management, then there can 

be asymmetry in sharing 
actual profits provided that 

profit distribution is not 
predetermined and fixed. 

 

Equity financing is more 

inclusive and egalitarian from 

the social and distributional 

point of view. 
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Research Paper in Focus 
 
Paper Title: Towards a Pristine Islamic Finance: Preconditions 
Author:   Oluwaseun Sulaiman Saidu 
Publisher:  Share Journal of Islamic Economics and Finance, 9(2), 164 -183 
 
This paper discusses the preconditions 
for the development of a pure form of 
Islamic finance that is Shari’ah based as 
well as fulfilling the higher goals of 
Islamic teachings, i.e. Maqasid-e-
Shari’ah. 
 
The author cautions that Islamization 
of financial instruments not only needs 
to look at the practicality of the 
instrument, but also its effects. When 
an effort is made for change, the most 
practical system is the prevalent 
system.  
 
However, the prevalent system of 
interest based debt finance is 
inconsistent with Islamic teachings and 
as well as its higher goals.  In this 
context, this study aims at marshalling 
a path towards scripting a pristine and 
practicable Islamic finance by 
identifying two salient preconditions 
for it.  
 
The author states that since its 
inception, the Islamic financial industry 
has been plagued with unnecessary 
imperfections and defects cutting 
across all aspects of Islamic financial 
theorizing and applications. The 
response to these imperfections and 
defects has been chiefly regulatory and 
supervisory prescriptions.  
 
A fundamental flaw in response is the 
tendency to want to ensure the 
workability of the system without an 
ideal operational/enabling law. 
Another flaw is that the approach 

seems to champion the idea that: “in 
the absence of morals, we have 
regulation and supervision”; whereas, 
the observance of best practices has a 
lot to do with internal conviction 
reinforced with correct knowledge and 
belief.  
 
Therefore, the author gives two 
prerequisites for a pure and effective 
form of Islamic financing, i.e. The 
Islamic law and the Islamic Man. Both 
are not mutually exclusive. Rather, 
they are mutually reinforcing. In fact, 
their inexistence synergistically 
precludes the workability as well as 
practicability of a pristine Islamic 
finance. 
 
In institutionalizing and implementing 
Islamic finance, the author presents 
five practical considerations.  
 
First is concerned with the 
impracticability of Islamic financing 
without an enabling Islamic law. It 
foreshadows that Islamic finance 
cannot exist without an Islamic law and 
if it does, it will be filled with 
unforgivable pitfalls which is not 
befitting of a complete system called 
Islam on which such financing is 
purportedly based. 
 
The second consideration is non-
implementability of Islamic financing 
without the Islamic man. It connotes 
that a necessary but insufficient 
ingredient for Islamic financial practice 
is an Islamic man. This man is 
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instrumental to the development of the 
financial system as everything rests on 
him as supplier of funds, customer of 
financial products and as auditor and 
regulator. 
 
The third possible scenario is that 
Islamic finance is orchestrated without 
an Islamic law but with an Islamic man. 
This will still result in under-supply of 
financial services in compliance with 
Islamic law and result in financial 
exclusion, low rates of savings and low 
levels of financial development. In 
many Muslim majority countries, this is 
nearly the practical scenario. Despite 
huge Muslim population, there is very 
small share of Islamic banking and 
finance.  
 
The fourth possible scenario is a 
“globalized” Islamic finance that can at 
best fit into a practicable legal micro 
framework in today’s world. Even 
though, this could be a viable way to 
expedite growth of Islamic finance, but 
presently, this is not possible given the 
limited size of Islamic finance in the 
overall global financial market.  
 
Furthermore, given the non-
standardization in some jurisdictions, 
there are multiple ways in which 
Islamic finance is evolving in different 
parts of the world taking the localized 
context in perspective. For instance, 
some instruments are practicable in 
East Asia, but not in other regions.    
 
The fifth possible scenario is that a 
non-global Islamic finance is fostered 

within a practicable legal micro 
framework. Even though, this scenario 
may not have scale benefits and will 
require long time period for achieving 
Islamization, but this is the practical 
route adopted in regions for fostering 
Islamic finance.  
 
However, the author notes that 
fulfilling the requirements of Islamic 
law in letter and spirit is necessary. 
Thus, efforts should be made to induce 
features of Islamic law in the general 
regulations so as to allow Islamic 
finance to prosper in an effective way.  
 
If legal efforts are confined only 
towards achieving tax neutrality, then 
such efforts would only help in 
achieving assimilation of conventional 
finance within the Islamic ambit. The 
goal should be to transform the 
financial architecture through Shari’ah 
based structures.  
 
Finally, Islamic finance cannot work in 
isolation. It requires willingness of 
people who are ready to accept risk 
sharing as investors and profit sharing 
as partners.  
 
Islamic financial institutions as 
intermediaries can only work on the 
preference structures of their funding 
clients, i.e. depositors and 
shareholders. If they do not have the 
wish to avoid Riba and are not willing 
to share risk and allow participation by 
equity, then path towards achieving a 
pristine Islamic finance will face 
obstacles. 
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Reflections 
 
Nearly four million people have died 
from COVID-19. Some of the gains and 
positive progress in working towards 
sustainable development goals are 
hindered and may even be reversed. 
Poverty has risen due to loss of 
employment and closure of businesses. 
Even if not many people have fallen 
below extreme poverty, a great 
majority of people have seen their real 
incomes and wages decline. Hence, the 
intensity of poverty and vulnerability 
has risen.  
 
Those who have been able to withstand 
the crisis are those with enough 
savings, wealth and assets. Thus, 
inequality is also expected to rise 
between people of different classes 
within the country and between 
developing and developed countries. It 
is because developing countries with 
weakly funded governments having low 
tax base and depending on aid are 
facing trouble in servicing their internal 
and external debt and in catering to 
the requirements of large number of 
people who require support.   
 
Furthermore, a lot of children have 
gone out of school. Women, in 
particular have faced more problems in 
losing jobs and access to education. In 
regions where women and children 
depended on public transport in going 

to work or to schools, they have been 
badly affected by the lockdowns and 
closure of public transport.  
 
Momentarily, carbon emissions declined 
during the lockdowns, but 
environmental resources are 
pressurized in other ways. There is 
increased use of paper and plastics in 
packaging. Use of personal vehicles 
over public transport is resulting in 
increased carbon use per person in 
travelling distance alone as compared 
to mass transit. 
 
Finally, a lot of resources budgeted for 
COVID-19 relief and procurement of 
vaccines are now not available for 
meeting several SDGs. Therefore, 
developing countries will face more 
problems going forward.  
 
It is important that debt relief and debt 
concessions are afforded to them so 
that their fiscal bleeding does not 
compromise work and progress on 
SDGs.  
 
As focus shifts to growth to regenerate 
employment for those who lost 
employment after the emergence of 
COVID-19, it is pertinent to not lose 
focus of SDGs.  
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Market News 

 
 Financial institutions in Oman to extend over $6 billion in financing to the 

consumers segment over the next 5 years (Zawya, June 15). 
 

 IFIN launched real economy, automated Islamic financing platform; a secure, 
innovative technology connecting retailers and Islamic finance providers to 
offer consumers instant access to Islamic financing for purchases at the point of 
sale (Zawya, June 15). 
 

 Australia’s Hejaz eyes license to become full-fledged Islamic bank (Salaam 
Gateway, June 17) 
 

 Government of Pakistan aims to raise the domestic sovereign financing through 
Sukuk to 10% of total sovereign domestic financing (Business Recorder, June 
23). 
 

 Islamic banking assets of Dh782 billion account for 19% of UAE banking assets 
(Gulf News, June 20). 
 

 The market share of Islamic banking in Bahrain reached 37.1% of domestic 
banking assets (Fitch Ratings, June 9). 
 

 In 2021, UAE Islamic banks’ profitability will continue to suffer from low 
profitability, modest financing growth, and elevated financing impairment 
charges amid subdued economic conditions (Fitch Ratings, June 16).   
 

 Qatar’s Islamic finance assets reach QR528bn in 2020 (The Peninsula, June 13). 
 

 Egypt prepares to issue its first sovereign Sukuk (Pakistan Observer, June 11). 
 

 Kuwait Finance House gives initial guidance for AT1 Sukuk (Reuters, June 23). 
 

 Brunei is ranked 11th among 135 other economies for Islamic Finance 
institutes, according to the ICD-Refinitiv Islamic Finance Development report. 
The country scored 36 points, in comparison to first place Malaysia with 111 
points, Indonesia at 2nd place with 72 points and Bahrain at 67 points (The 
Star, June 4). 
 

 Malaysia’s Islamic banking to chart up to 12% loan growth in 2021 as per S&P 
Global Ratings (The Strait Times, June 23). 
 

 Dubai Islamic Bank sells $1 billion in 5-year Sukuk (Reuters, June 15). 
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 Oman gets $1.75 billion as Sukuk comeback sees huge demand (Reuters, June 
8). 
 

 Indonesian Government lists $3 billion Sukuk on Nasdaq Dubai. New listings 
increase the total value of all Sukuk listed by the Government of Indonesia on 
Nasdaq Dubai to $19.75 billion (Arabian Business, June 16). 
 

 Saudi Aramco raises $6 billion via US dollar corporate Sukuk (ICIS, June 18). 
 

 Airline Garuda Indonesia defaults on $500 million Sukuk (Reuters, June 18). 
 

 Turkey sells $2.5 billion in 5-year Sukuk (Zawya, June 15). 
 

 Zakat Fund provides QR 31 million aid during April-May in Qatar (Gulf Times, 
June 23). 
 

 Zakat charity gives more than £100,000 to Bradford Muslims (Telegraph & 
Argus, June 9). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Islamic Economics Project | Moral Reflections on Economics, Vol 1, No 6, June 2021 16 

 

Economic and Financial Indicators 
Governance Development Nexus in OIC Countries 

Country WGI  Rank HDI 

Value 

Rank 

(OIC) 

GDPPC PCI Rank 

(OIC) Turkmenistan -1.3636 44 0.68752 18 6,932.84 11 

Iraq -1.4966 45 0.65386 22 5,119.25 14 

Iran -1.0760 35 0.76559 8 6,115.81 12 

Libya -1.2415 39 0.72446 13 4,509.26 17 

Sudan -1.5793 46 0.47911 34 1,807.66 25 

Uzbekistan -1.2748 42 0.67547 20 1,856.72 24 

Lebanon -0.7143 26 0.76890 7 7,045.49 10 

Azerbaijan -0.7696 28 0.75114 10 6,115.76 13 

Nigeria -1.1264 38 0.51402 28 2,548.17 23 

Chad -1.3563 43 0.39191 46 951.69 33 

Côte D'ivoire -1.0466 33 0.46222 38 1,496.24 27 

Afghanistan -1.6527 47 0.46526 37 619.75 41 

Pakistan -1.0727 34 0.53838 27 1,142.75 29 

Yemen -1.2706 41 0.49811 31 774.45 36 

Kuwait 0.0759 6 0.81627 4 35,888.58 3 

Maldives -0.2873 12 0.70637 16 7,221.62 9 

Egypt -0.6848 25 0.68995 17 2,707.09 22 

Cameroon -0.9068 31 0.51181 29 1,303.59 28 

Tajikistan -1.0973 37 0.62446 25 932.91 34 

United Arab 

Emirates 

0.5462 3 0.83547 3 39,313.27 2 

Turkey -0.0695 7 0.76112 9 11,522.71 6 

Qatar 0.6181 1 0.84977 2 74,686.62 1 

Oman 0.2121 5 0.79302 5 15,965.94 5 

Suriname -0.1218 8 0.71429 15 9,114.88 8 

Bosnia -0.3326 15 0.73253 12 4,801.88 15 

Indonesia -0.4260 19 0.68376 19 3,834.06 19 

Brunei Darussalam 0.6010 2 0.85562 1 32,226.10 4 

Guyana -0.3868 18 0.63572 23 3,663.42 20 

Djibouti -0.6706 24 0.47044 35 1,650.31 26 

Kyrgyz Republic -0.8602 29 0.65527 21 1,017.15 31 

Bangladesh -0.8766 30 0.57010 26 972.88 32 

Malaysia 0.3437 4 0.77925 6 10,878.39 7 

Comoros -0.9405 32 0.50318 30 758.69 37 

Albania -0.1981 10 0.73277 11 4,543.09 16 

Guinea -1.2419 40 0.41128 44 417.10 46 

Morocco -0.3219 14 0.62795 24 3,239.55 21 

Guinea-Bissau -1.0927 36 0.41961 40 533.79 43 

Tunisia -0.1795 9 0.72119 14 4,328.54 18 

Uganda -0.5809 22 0.48267 32 672.81 39 

Mali -0.5235 20 0.41929 41 720.81 38 

Sierra Leone -0.7237 27 0.41278 43 490.56 45 

Senegal -0.2669 11 0.46589 36 1,042.49 30 

Gambia -0.5434 21 0.44065 39 536.28 42 

Benin -0.2884 13 0.47964 33 804.72 35 

Burkina Faso -0.3718 16 0.40229 45 644.61 40 

Niger -0.6451 23 0.34825 47 383.83 47 

Mozambique -0.3804 17 0.41643 42 511.47 44 

Source: Islamic Economics Project 
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Account Penetration in Selected OIC Countries (% of Adult Population) 
 

Country  2011 2014 2017 Country 2011 2014 2017 

Afghanistan 9.01 9.96 14.89 Mali 8.21 20.08 35.42 

Albania 28.27 37.99 40.02 Mauritania 17.46 22.87 20.87 

Algeria 33.29 50.48 42.78 Morocco .. .. 28.64 

Azerbaijan 14.90 29.15 28.57 Mozambique .. .. 41.67 

Bahrain 64.51 81.94 82.61 Niger 1.52 6.71 15.52 

Bangladesh 31.74 30.99 50.05 Nigeria 29.67 44.44 39.67 

Benin 10.46 16.62 38.49 Oman 73.60 .. .. 

Bosnia 56.21 52.69 58.84 Pakistan 10.31 13.04 21.29 

Burkina Faso 13.35 14.36 43.16 Qatar 65.88 .. .. 

Cameroon 14.81 12.18 34.59 Saudi Arabia 46.42 69.41 71.70 

Chad 8.96 12.43 21.76 Senegal 5.82 15.42 42.34 

Comoros 21.69 .. .. Sierra Leone 15.34 15.58 19.81 

Cote d'Ivoire .. 34.32 41.33 Somalia .. 38.66 .. 

Djibouti 12.27 .. .. Sudan 6.90 15.27 .. 

Egypt 9.72 14.13 32.78 Syria 23.25 .. .. 

Gabon 18.95 33.01 58.60 Tajikistan 2.53 11.46 47.02 

Guinea 3.69 6.96 23.49 Togo 10.19 18.25 45.29 

Indonesia 19.58 36.06 48.86 Tunisia .. 27.43 36.91 

Iran 73.68 92.28 93.98 Turkey 57.60 56.68 68.59 

Iraq 10.55 10.97 22.67 Turkmenistan 0.40 .. 40.58 

Jordan 25.47 24.62 42.49 Uganda 20.46 44.45 59.20 

Kazakhstan 42.11 53.91 58.70 UAE 59.73 83.74 88.21 

Kosovo 44.31 47.80 52.27 Uzbekistan 22.50 40.71 37.09 

Kuwait 86.77 72.91 79.84 West Bank 19.43 24.24 25.02 

Kyrgyzstan 3.76 18.47 39.94 Yemen 3.66 6.45 .. 

Lebanon 37.03 46.93 44.75 Low income 13.36 22.88 34.85 

Libya .. .. 65.67 Middle income 43.44 57.54 65.31 

Malaysia 66.17 80.67 85.34 High income 88.26 92.83 93.71 

Source: Global Findex, World Bank 
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Islamic Banking Statistics 
 

Country CAR Gross NPF ROA ROE Net Profit Margin Cost to Income 

Bahrain (2019) 17.50 11.80 0.55 5.30 28.13 71.87 

Bangladesh (2019) 11.50 5.26 1.16 24.15 32.58 47.68 

Brunei (2020) 19.48 4.01 1.49 11.64 51.66 50.14 

Egypt (2019) 18.20 5.76 2.86 32.30 60.10 26.26 

Indonesia (2020) 20.36 3.43 1.72 16.57 23.35 76.65 

Jordan (2019)   3.09 1.88 19.07 49.91 50.11 

Kazakhstan (2019) 31.98 0.61 0.92 3.27 23.76 34.82 

Kuwait (2019) 17.77 1.60 1.55 14.15 25.14 25.64 

Malaysia (2019) 17.22 1.49 1.13 16.21 42.66 37.57 

Nigeria (2020) 27.05 7.24 0.83 8.69 37.72 73.62 

Oman (2020) 13.38 1.83 0.71 5.69 22.53 64.87 

Pakistan (2020) 17.49 4.32 2.55 41.67 43.94 47.70 

Palestine (2020) 15.64 3.04 0.74 7.85 19.19 72.01 

Qatar (2019) 18.31 1.42 0.45 4.36 38.90 11.87 

Saudi Arabia (2020) 19.44 1.41 2.10 15.82 46.95 53.08 

Sudan (2019)  3.40 2.05 27.25 47.87 47.43 

Turkey (2020) 18.85 4.00 1.25 15.20 20.00 36.20 

UAE (2019) 17.93 5.03 1.26 9.34 23.82 76.18 

UK (2018) 20.63 1.50 0.44 3.24 33.83 98.36 

Source: Quarterly Average Values from IFSB Data  
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Performance of Islamic Indices in GGC in Pre COVID-19 and Post COVID-19 Period 
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Call for Papers 
 
Emerald Journal of Economics and Administrative Sciences, Special Issue  
The Impact of the Covid-19 Pandemic on Islamic Finance and Environmental, Social, 
and Corporate Governance (ESG) 
https://www.emeraldgrouppublishing.com/journal/jeas/impact-covid-19-pandemic-
islamic-finance-and-environmental-social-and-corporate 
 
International Congress on Islamic Economics and Finance (ICISEF) 2021 
21-24 September 2021, Sakarya University 
www.icisef.com/ 
 
7th International Islamic Monetary Economics and Finance Conference 
Bank Indonesia Institute, Bank Indonesia, October 25 – 27, 2021 
https://jimf-bi.org/index.php/JIMF/announcement 

 
9th International Islamic Economic System Conference 2021 (I-iECONS2021) 
Universiti Sains Islam Malaysia, 12 – 13 July, 2021 
http://i-iecons.usim.edu.my/ 
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