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“And measure full when you 
measure. And weigh with an 
even balance. This is better 
and its end is good.” [Al-Bani-

Israel: 35].  

Prophet Muhammad (pbuh) has 
said that “Almighty Allah’s 
mercy descends on one who is 
gentle at the time of buying, 

selling, and requesting payment.” (Jamai 
at-Tirmidhi, Chapter 15 on Business 
Transactions, Hadith Number 1319). 

 

Inside This Issue  The economic achievements of 
the industrial civilization, now 
dominant over most of the 
globe, are not in dispute. Yet, 

it also remains indisputable that despite 
almost three centuries of industrial and 
technological revolutions, poverty and 
destitution could not be wiped off the 
face of earth.  
Prof. Khurshid Ahmad (Foreword, Islam, 
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Research Note 

 

Economics and Pro-Social Behaviour 
 
Salman Ahmed Shaikh 
 
A great number of empirical studies 
now challenge the position of 
conceptualizing human behaviour only 
in the framework of a rational, utility-
maximizing homo-economicus. Yet, this 
framework is used for the purpose of 
simplicity and tractability in situations 
where abstraction does not result in 
major loss of focus and information at 
hand.  
 
Nonetheless, it is appropriate to 
acknowledge selflessness resulting in 
sacrifices, pro-social behaviour and 
pure altruism. Doctors and nurses who 
worked day and night to save as many 

lives as possible while endangering lives 
of their own during this COVID-19 
pandemic has once again showed the 
face of pure pro-social behaviour.  
 
Indeed, if preferences are amenable 
and social behaviour is learned like 
other behaviour, then we ought to 
acknowledge this. This could help in 
cooperative pro-social campaigns; 
lasting and fruitful social partnerships; 
and strengthening of social capital that 
could potentially relax pressure from 
the public sector. In weakly governed 
countries, social networks assume roles 
typically provided by market-based 
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financial intermediaries or the public 
sector. In economics education, 
acknowledging these differences, 
experiences, success stories and 
alternate visions of policy, broadens 
the perspective and enriches the 
solutions toolbox to meet sustainable 
development challenges which require 
strong mutual understanding and 
efforts of diverse cultures towards a 
common vision of future. 
 
The causal mechanisms through which 
culture and institutions shape and 
constrain human agents remain 
unexplored in neoclassical economics.  
It is worthwhile to be cognizant of the 
role of cultural factors, social norms 
and spiritual stimuli in analyzing and 
theorizing economic behaviour.  
 
For instance, if one is inspired by 
Confucian’s thoughts, it may affect 
one’s outlook about work and 
consumption habits. In East Asia, 
individuals tend to work harder and 
longer and have greater labor force 
participation rates. As per the Lifecycle 
Consumption Hypothesis, higher 
propensity to save depends on the 
proportion of working age people in a 
society. From growth theory, we know 
that savings is the most crucial variable 
affecting growth, along with other 
macro and institutional variables. Thus, 
remaining cognizant of the effects of 
values, cultures and norms will help 
avoid missing the crucial determinants 
of a seemingly economic phenomenon. 
 
Values and norms can be positively 
utilized in achieving development goals 
where commercial interests are not 
good stimulators. According to The 
Hunger Project, 2.4 billion people do 
not have adequate sanitation, and 

every day, nearly 1,000 children die 
due to preventable water and 
sanitation-related diarrheal diseases. 
This is partly because sanitation is not 
good business as compared to cellular 
services and life’s other comforts and 
luxuries. Interestingly, according to the 
2015 report of Food and Agriculture 
Organization, globally, per capita food 
supply increased from about 2,200 kcal 
per day in the early 1960s to more than 
2,903 kcal per day by 2014. Thus, 
redistribution of resources is vital to 
enhance income as well as the capacity 
to earn sustainable incomes.  
 

This requires income support programs, 
basic health and education as well as 
microfinance to build small enterprises. 
 
Overreliance on Pareto efficiency 
paralyses equity and ethical concerns 
of development policy change. 
According to Pareto efficiency, an 
unequal or equal distribution of 
resources is equally efficient if no one 
can be made better off without making 
anyone else worse off.  
 
Sustainable development goals have 
assumed poverty, hunger and inequality 
as important goals. However, 
economics education by and large 
outsources the realization of these 

The causal mechanisms through 
which culture and institutions 
shape and constrain human 
agents remain unexplored in 
neoclassical economics.  It is 
worthwhile to be cognizant of 
the role of cultural factors, 
social norms and spiritual 
stimuli in analyzing and 
theorizing economic behaviour. 
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goals to development agencies and 
governments. If aid is inefficient as 
argued by Nobel Laureate Angus 
Deaton, then the neoclassical toolbox is 
virtually empty. In a society where 
people regard ending hunger as the 
ultimate value to prioritize, then we 
can end hunger when the aggregate 
sum of endowments equals what is 
needed to feed everyone. Else, if we 
regard consumer sovereignty as the 
ultimate value to prioritize, like we do 
today, then no wonder we are setting 
goals for ending hunger by 2030 despite 
a global food surplus. 
 
In economics education and discourse, 
it must be noted that 
expenditure can be on 
self-consumption as 
well as on consumption 
of others including 
dependents, family 
members, neighbors, 
people in inner social 
circle and society in 
general. If an 
individual prioritizes 
certain ethical goals, 
e.g., contributing money and time in 
social causes over self-aggrandizement, 
then theorizing should not assume it 
away.  
 
Furthermore, leisure should not 
necessarily imply ‘non-work’. People 
can choose to donate more time in 
response to increase in wages since 
they may have a desire and inclination 
to help others. Situations often enable 

people to transform these traits into 
pro-social actions. Thus, leisure is 
better understood as non-market saving 
of labor hours which can be spent on 
self-entertainment as well as on 
volunteering. 
 
Likewise, philanthropy should not be 
envisioned in the framework of 
reciprocity alone. It is not necessary 
that people dis-save lifetime 
endowments on self-consumption; they 
can leave philanthropic bequests and 
endowments, and are not necessarily 
following reciprocity in such actions. 
Rather, they may have a strong desire 
and willingness to help others even 

when not reciprocated.  
 
There are countless 
examples of people 
like Mother Teresa and 
Abdul Sattar Edhi who 
lived their whole lives 
serving humanity. 
Externalities between 
utility functions can 
create envy as well as 
compassion. Humans 

have the potential to be envious as well 
as compassionate. Even as neutral 
observers of the positive phenomenon, 
we should acknowledge supporting 
evidence that people help strangers, 
pay anonymously in charities, and 
sacrifice their wealth and even their 
lives in the pursuit of being a good 
person. 
 
 

 

 

 

If we regard consumer 

sovereignty as the ultimate 

value to prioritize, like we do 

today, then no wonder we are 

setting goals for ending hunger 

by 2030 despite a global food 

surplus. 
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In Conversation with Thought Leaders in Islamic Economics 
 
Dr. Muhammad Omar Farooq did his PhD from University 
of Tennessee and M.A. in Applied Economics from UCF 
College of Business. He had been associated with 
University of California as Post-Doctoral Fellow. He 
worked as Assistant Professor of Economics at Western 
Illinois University and later as Associate Professor of 
Economics and Finance at Iowa Wesleyan College. For a 
long time, he also worked as Associate Professor of 
Economics and Finance at Upper Iowa University. 
Currently, Dr. Farooq is an Associate Professor with the 
Department of Economics and Finance at University of Bahrain. He is an 
accomplished economist with special interest, background and expertise in 
economic development, financial markets and institutions, including from Islamic 
perspective. He was featured among the 500 most influential people who make 
the Islamic economy (190th rank in 2018). He has authored several publications 
in the form of research papers, book chapters and complete books. He is also 
author of the book ‘Toward Our Reformation: From Legalism to Value-oriented 
Islamic Law and Jurisprudence’. He is an accomplished educator, an active 
researcher, an engaging public speaker, an effective trainer, a prolific author on 
myriad of issues, and a contributor to critical/creative thinking and mind-
building. His current interests and focus include Islamic law and jurisprudence 
and making Islamic economics and finance relevant to real world issues 
pertaining to poverty and development. We got an opportunity to get his insights 
on Islamic economics and finance and hope that these insights will introduce new 
ways of thinking for young economists and social scientists aspiring to contribute 
in this field.    

 
Q.1: You were trained as a 
mainstream economist in top 
universities of USA. What inspired you 
to become researcher in Islamic 
economics? 
 
Three things. First, as I advanced in my 
career as an academic economist and 
developed a better understanding of 
the field, I found it significantly 
delinked from the reality and 
particularly weak in terms of a 
theoretical edifice that is based on 
many unrealistic and untenable 
assumptions. This led me to take a 
more critical approach to economics in 
general, especially as conventional 

economics is oblivious to the 
transformative potential of human 
beings.  
 
Second, I came to the realization that 
there is too narrow a disciplinary 
approach to economics, while we could 
benefit more from an interdisciplinary 
approach, drawing on several related 
social sciences and even beyond.  
 
Third, as a Muslim I am convinced that 
there are some key Qur’anic guidance 
related to our life’s economic and 
financial dimensions and those are 
meant to be good not just for Muslims, 
but also for the humanity at large.  
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Q.2: In your writings, you had shown 
discomfort with Mathematization of 
economics. At the same time, you had 
also urged economists working in 
Islamic economics to develop the field 
analytically. What makes you think 
that Islamic economics has merit to 
be a distinct and analytical field 
following the incomplete success of 
DSGE models to comprehend open 
and dynamic economy with 
heterogeneous agents making choices 
under uncertainty in imperfect 
markets? 
 
I think the idea of Mathematization of 
economics has to be properly 
understood. Mathematics is a vital tool 
of human knowledge and it can and 
should be applied as relevant and 
appropriate. The same is true about 
economics. However, consider the fact 
that the earlier 
generation of 
economists and even 
later on John Maynard 
Keynes’ contributions 
were more akin to 
“political economy”.  
 
Gradually, in pursuit of 
the precision of 
imaginary models, the 
reality of human 
behavior both at the 
individual and collective level was lost. 
That’s why much of the modern 
conventional economics is unable to 
predict, explain and solve the recurrent 
problems of the real world.  
 
Mathematics, where needed and useful 
to illuminate our understanding of the 
real economy, is desirable, while 
Mathematization in pursuit of merely 

elegance, precision and internal 
consistency of various models is not. 
So, Islamic economics can become an 
analytical field by incorporating 
mathematics for clear articulation of 
complex interrelationships and pursuing 
empirical questions, but it shall avoid 
Mathematization merely for the sake of 
elegance and conformity with current 
norm of articulation of thoughts in 
economics. 
 
Q.3: As we deal with Post COVID-19 
recovery, what effective role Islamic 
economics through its principles and 
institutions could play in your 
opinion? 
 
I am afraid that despite its potential, 
Islamic economics is not properly 
developed or positioned yet to have 
any systemic impact, especially in a 
crisis context. It is important to 

recognize that Islamic 
economics cannot be a 
discipline isolated from 
the economy in the 
context of the real 
world politics and 
governance. Also, 
Islamic economics 
cannot be merely a 
micro-enterprise. 
Islamic economics, 
without being 
anchored in a country 

or society’s robust, coherent and moral 
framework of national development, 
might not be quite capable of 
delivering what is often expected of it. 
To appreciate the challenge, one needs 
to identify what Islamic economics has 
done before the COVID-19 in a normal 
environment to be able to determine 
what it might be able to offer in a 
pandemic-induced crisis, unless Islamic 

Mathematics, where needed 

and useful to illuminate our 

understanding of the real 

economy, is desirable, while 

Mathematization in pursuit of 

merely elegance, precision and 

internal consistency of various 

models is not. 
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economics is reduced primarily to 
Zakat, Sadaqa and other charitable 
instruments. I invite the readers to 
peruse a relevant paper of mine: “The 
Challenge of Poverty and the Poverty of 
Islamic Economics.” 
 
Q.4: Bangladesh has achieved 
tremendous success in the design and 
penetration of microfinance. What 
critical elements can be learned from 
the experience of microfinance in 
Bangladesh to develop Islamic 
microfinance sector in Asia and 
beyond?  
 
That’s true, but partially. One needs to 
recognize that the emergence and 
introduction of 
microfinance came 
about primarily due 
to the public sector 
failure of many 
emerging, less 
developed countries 
to effectively 
address their 
fundamental 
economic problems. 
That reality still remains. Microfinance 
is no more than resources that are for 
targeted intervention in a supervised 
framework.  
 
There is a lot to learn from the 
contributions of institutions like 
Grameen Bank and anti-poverty 
initiatives. Unfortunately, the 
effectiveness of such initiatives cannot 
be measured merely in terms of 
Shari’ah compliance of the relevant 
contracts.  
 
Contracts themselves do not have any 
magic; the real outcome is more 
dependent on the design and delivery 

of the services in a well-planned, well-
supervised framework to serve targeted 
groups. In this regard, Islamic 
microfinance should not be merely 
taking the conventional microfinance 
and fit it into Shari’ah compliant 
contracts. While learning from both the 
positive and negative experience of 
conventional microfinance, Islamic 
microfinance needs to be more 
innovative and more humanly-sensitive 
to the problems that microfinance 
generally tries to address.  
 
Q.5: How do you see Islamic finance 
and Islamic capital markets in 2021 as 
most economies are expected to post 
positive growth rate and vaccination 

at mass scale may 
keep spread under 
control? 
 
I am quite positive 
about it. More growth 
and expansion are 
likely after a turbulent 
year following the 
outbreak of COVID-19.  
 

Q.6: What in your view are the 
outstanding and unresolved questions 
in the field of Islamic economics 
which need attention of economists 
working in Islamic economics? 
 
Unfortunately, there is no simple 
answer to this question. In my humble 
view, in developing Islamic finance in 
the way it has happened, without it 
being anchored in an economy based on 
Islamic values, norms and parameters, 
current Islamic finance is like putting 
the cart before the horse. I have 
articulated my thoughts in this regard 
in a paper “Islamic Finance Eclipsing 
Islamic Economics: Causes and 

Contracts themselves do not 

have any magic; the real 

outcome is more dependent 

on the design and delivery of 

the services in a well-planned, 

well-supervised framework to 

serve targeted groups.  

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1403989
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1403989
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1403989
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3634487
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3634487
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Consequences”. Also in my view, our 
effort should not be concentrated too 
much on the theoretical edifice in 
abstract; rather, we should identify 
what our fundamental economic 
problems and challenges are and how 
our theoretical and empirical works can 
help us effectively address those 
problems and challenges. Our current 
literature on Islamic economics seems 
to fall short on that practical side.  
 
Q.7: What is your advice to aspiring 
researchers in the field of Islamic 
economics and finance?  
 
It is still a rather new field that we 
must continue to nurture. During the 
twentieth century, the revivalist efforts 

aspired to bring back Islam in our life 
comprehensively, including in the 
economic dimension of our life. 
However, for various reasons, Islamic 
finance became dominant pushing 
Islamic economics in the background. 
To be able to deliver what is expected 
of it, Islamic finance needs to be 
anchored in an Islamic economic 
framework. Our pursuit of an Islamic 
economy, in my view, should be 
practical and problem-solving oriented. 
I hope that aspiring researchers in the 
field would not feel constrained by the 
developments in this field to date and 
approach the field afresh if needed. We 
can benefit from the current shelf of 
knowledge and experience, but must 
not feel constrained by it. 

  

 

 

Book Review 
 
 
 
Title:   Islam, Poverty and Income Distribution 
 
Author:  Prof. Dr. Ziauddin Ahmad 
 
Publisher:  The Islamic Foundation 
 

 

In this book, the author emphasizes 
that the approach to tackle poverty in 
Islamic economics framework employs 
multiple institutions. Islamic principles 
urge voluntary charitable behaviour. 
While Zakat is fractional distribution of 
some wealth and income, laws of 
inheritance in Islamic economics 
redistribute the whole of wealth 

including assets in personal use to a 
wide array of relations. This 
redistribution happens for each person 
in every family. This one-to-many non-
market based, but wholesome 
distribution of wealth owned by every 
single person achieves the 
redistribution objective. Explaining the 
distinctive feature of Islamic laws of 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3634487
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inheritance distribution, the noted 
author writes: “as compared to 
inheritance laws and customs prevalent 
in many other societies, it leads to 
wider intergenerational dispersal of 
accumulated wealth”.   
 
On targeted distribution embedded in 
the institution of Zakat, the author 
writes: “Since the incidence of Zakah is 
on relatively well-off sections of the 
population and the proceeds have to be 
spent primarily for eradication of 
poverty so long as poverty exists, it 
serves a redistributive purpose”. The 
author notes that as an income 
maintenance scheme, it reduces the 
income differential 
between the rich and 
the poor. If Zakat is 
distributed in the form 
of productive assets, it 
provides asset 
ownership that 
enhances consumption 
not only in the short 
run, but also in the 
long run.  
 
On the other hand, Islamic prohibition 
of interest avoids any privilege and 
factor return to money capital unless it 
is converted into real and productive 
asset or participates in the production 
process as entrepreneurial capital. This 
takes away the privilege capital has in 
the system of capitalism where the 
owner of money capital can simply lend 
money for risk-free return in the form 
of interest. 
 
In distributing income among the 
factors, Islamic economic principles 
emphasize just and timely wages to the 
labour. Islamic equity financing 
principles like Mudarabah allow 

opportunity for labour to participate in 
the fruits of economic enterprise 
directly and proportionately. Returns to 
rentable factors of production are 
market based and productivity based. 
They facilitate asset ownership, but do 
not make it compulsory. In contrast, 
borrowing money on interest makes it 
compulsory to repay interest as well as 
principal without any reference and 
accounting of the productive outcome 
of the economic enterprise for which 
that loan was taken.  
 
In interest based financial capitalism, 
need based and commercial loans are 
priced the same way on the premise of 

pre-supposed 
opportunity cost to 
serve the wishes of 
capitalists. Islamic 
principles encourage 
voluntary philanthropy 
or interest free loans 
to serve the needs of 
society. If a person 
wants to earn return 
on investment, it is 
made compulsory to 

invest in productive assets and then to 
sell or lease them to earn profit on 
trade or rent on lease. Else, the person 
shall provide investment as 
entrepreneurial capital, i.e. as equity 
stake in a productive business. 
 
The noted author also talks about the 
distinction in the role of markets and 
consumer choice in the Islamic 
economic framework and capitalism. In 
capitalism, it is abhorred to anchor and 
regulate consumer sovereignty and 
market mechanism. Islamic economic 
framework provides the boundary 
conditions in terms of ethical principles 
which are binding on both consumers 

While Zakat is fractional 

distribution of some wealth 

and income, laws of 

inheritance in Islamic 

economics redistribute the 

whole of wealth including 

assets in personal use to a 

wide array of relations. 
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and producers. Within the boundary 
conditions of ethics, consumers and 
producers exercise choice. But, if 
distributive justice and social welfare 
demand, the government can intervene 
to anchor and regulate where necessary 
to avoid exploitation, wealth 
concentration, monopolization and 
injustice.  
 
The author also emphasizes that Islamic 
economics framework does not suggest 
strict controls, central planning and 
loss of economic choice for the 
members of society. He writes: “Islam 
does not rely on the agency of the 
state alone to bring 
about distributive 
justice. It seeks to 
create among its 
followers a strong 
sense of social 
responsibility for the 
welfare of the poorer 
sections of society. If 
Islamic teachings are 
acted upon, 
distributive justice 
can be attained while 
individual liberties are 
preserved and regimentation is 
avoided”. 
 
The author also explains the 
distinctions in the social security 
system in Islamic economics framework 
and capitalist framework. The latter is 
focused on insurance and social 
welfare. In social welfare, a lot of 
funds are used up in infrastructure than 
on eradicating poverty. Insurance 
funded by payroll taxes covers upper 
middle class more than the unemployed 
poor people. It is also dependent on 
economic growth and development. 
Countries which are less well 

developed, but which have high 
incidence of poverty are unable to 
design and apply social security 
systems. Rich are able to evade taxes, 
engage in capital flight and remain 
outside regulation with regards to their 
wealth.  
 
Islamic economics framework 
emphasizes on rule of law for all and 
pursues eradication of poverty through 
a targeted and focused approach. 
Through Zakat and inheritance 
distribution, it necessitates 
redistribution. Through prohibition of 
interest, it channels surplus wealth in 

productive enterprise. 
Finally, through 
encouraging voluntary 
charity, it urges pro-
social behaviour. 
 
The book is an 
excellent introduction 
to Islamic economics 
and its approach to 
tackle poverty and 
income inequalities. It 
was first published 
around 30 years back 

when Islamic Finance was only just 
starting in very few countries. The 
focus in the literature was more on 
achieving success in social goals like 
eradicating poverty, reducing income 
inequalities and ensuring inclusive, 
egalitarian and equitable financial and 
economic system.  
 
The economics based explanation of 
Islamic institutions has not moved 
further in terms of analytical depth. 
The practice has been dominated by 
Islamic banking institutions which are 
facing competitive pressures and have 

Islamic economic framework 

provides the boundary 

conditions in terms of 

ethical principles which are 

binding on both consumers 

and producers. Within the 

boundary conditions of 

ethics, consumers and 

producers exercise choice. 
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to manage commercial displacement 
risk.  
 
For different reasons in academia, the 
literature has also focused more on 
empirical analysis of these institutions. 
There is a need to reassess economic 
and social performance of the 
institutions that have been established 

and developed and remodel and 
reorient them if necessary. It is vital to 
ensure that the broader and visionary 
goals through which distinction was 
claimed for the Islamic economics 
framework are indeed achieved.      
     
   

 

     

Research Paper in Focus 
 
Paper Title: An Analysis of the Normative Parameters of Reward and Risk in Islamic 

Finance 
Author:   Mohamed Benaicha 
Publisher:  ISRA International Journal of Islamic Finance, 2(3), 303 -323. 
 
This paper aims to define the 
parameters of the reward-risk principle 
in Islamic finance. The principle of 
reward-risk stems from the Hadith of 
Al-Kharāj bil-Damān (reward is justified 
through liability) (Source: Al-Tirmidhi, 
Chapter 15, Hadith No. 1286). Profit 
and loss sharing based investment 
contracts are embodiment of risk-
reward principle. In contrast, Ribā 
(interest) is prohibited because the 
lender is entitled to a guaranteed 
return above the principal and the 
guaranteed principal sum in full.  
 
One implication of the principle is that 
if investment deposits are taken in 
Islamic banking on equity investment 
basis, then the bank cannot give 
deposit insurance. If the deposits are 
taken as Qard or as Amānah, then the 
repayment of the deposited amount 
can be guaranteed. 
 

In the financing operations, the primary 
contractual categories using Islamic 
banking financing products are sale, 
lease and partnership contracts. The 
author writes that reward-risk applies 
slightly differently to each, but the 
forms of risk that apply are either one 
or both of ownership and market risks. 
 
The author analyses the Islamic 
financing contracts to see whether 
Islamic debt based financing products 
take these risks meaningfully or not. 
While citing other scholars as well, he 
cautions that it is important to ensure 
meaningful ownership and risk-taking.     
 
The author writes that risk must be 
borne by the financier, be it in the 
form of ownership risk of physical 
assets or equity risk in the form of Māl 
(capital) invested into the venture of a 
customer. 
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The author elucidates that profit on 
Māl is justified if capital loss risk 
genuinely exists. Profit on a loan is 
Ribā, as there is no capital loss risk on 
a loan, i.e. it is guaranteed. In both 
cases, capital is advanced as a form of 
financing, but the distinguishing factor 
is the risk, which renders the profit 
legitimate or not.  
 
From the investment perspective, the 
risk-reward or risk based reward 
principle is quite compatible with the 
notion of positive ex-ante relation 
between risk and return in modern 
portfolio theory. In developing asset 
pricing models for risky financial assets 
in Islamic finance and evaluation of 

investment portfolios, the standard 
tools can be employed with certain 
modifications in the choice of risk free 
asset (i.e. rate of return on Sukuk 
rather than interest rate on treasury 
securities). However, from the 
economics standpoint, it is also 
important to have distinctive price 
benchmark and meaningful observance 
of ownership and market risk to justify 
realistic distinction of Islamic finance.   
 
The paper is a good attempt to 
conceptualize the Fiqh basis of risk-
reward principle and to use the 
understanding in revisiting both Ribā-
based and Islamic finance contracts. 

 

 

Reflections 
 
In resource economics, Hotelling's rule 
suggests that owners of non-renewable 
resources will only produce a supply of 
their basic commodity if it can provide 
a rate of return in excess of the rate of 
return on financial instruments. 
Hotelling's theory is used by economists 
to attempt to predict the price of oil 
and other non-renewable resources, 
based on prevailing interest rates.  
 
For instance, if the natural resource 
price is expected to appreciate by 10% 
whereas the return on interest based 
investment is 7%, then the natural 
resource owner will not extract and 
will wait. On the other hand, if the 
natural resource price is expected to 
appreciate by 7% whereas the return on 
interest based investment is 10%, then 
the natural resource owner will extract 
and sell the natural resource and invest 

the proceeds in interest based 
investments. 
 
Strikingly, it is ignored that natural 
resource has intrinsic value. The value 
in exchange is different from value in 
terms of maintaining and sustaining 
ecological balance. Water is highly 
valuable for life despite its very low 
value in exchange due to abundant 
supply at lower marginal costs.  
 
A natural resource with intrinsic value 
shall not be compared with receipt of 
little more fiat currency. Fiat currency 
does not have intrinsic value. Even if 
investments in crypto currencies yield 
higher return now in the short run, it 
would be highly inadvisable to 
exchange them with non-renewable 
resources which have intrinsic value. 
Interest rates may go down to zero or 
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even negative, but the extraction of 
non-renewable resources is 
irreversible.  
 
Money supply can be increased out of 
thin air, but the non-renewable 
resources once exhausted cannot be 
brought back. Remarkably, the 
importance of ecology is not learnt 
even after repeated unsuccessful 
expeditions in space to search life 
supporting environment. An 
illuminating, enlightening and 
informative book cannot be valued just 
by measuring the cost of pages, 
printing and binding.  

 
It is worth reflecting on what John 
Maynard Keynes wrote in his magnum 
opus ‘General Theory of Employment, 
Interest and Money’: “Interest today 
rewards no genuine sacrifice, any 
more than does the rent of land. The 
owner of capital can obtain interest 
because capital is scarce, just as the 
owner of land can obtain rent 
because land is scarce. But whilst 
there may be intrinsic reasons for 
the scarcity of land, there are no 
intrinsic reasons for the scarcity of 
capital.”   

 

 

Market News 

 
 S&P forecasts total Sukuk issuance of about $140 billion–$155 billion in 2021, as 

compared with a drop in issuance to $139.8 billion in 2020 and from $167.3 billion 
in 2019 (Gulf News, Jan 17, 2021). 
 

 Cagamas issued RM 300 million worth Islamic commercial papers (The Star, Jan 20, 
2021). 

 

 Market research has indicated that more than 70% of Muslim Canadians would 
adopt Halal investing if products are available (Advisor’s Edge, Jan 21, 2021). 

 

 Total Sukuk issuances worldwide set a new record during 2020, reaching a total of 
$172.1 billion, compared to $169.1 billion issued in 2019 (Zawya, Jan 21, 2021). 

 

 Government of Pakistan plans to issue $500 million to $1 billion worth Sukuk for 
building up reserves and providing budgetary support (Daily Pakistan, Jan 23, 
2021). 

 

 Cash Waqf collected and deposited in Indonesian banks as of end-2020 stood at Rp 
328 billion and project-based Waqf totalled Rp597 billion (Antara, Jan 28, 2021). 

 

 Bank Syariah Indonesia starts operations after successful merger (Nasdaq, Feb 1, 
2021). 
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 Bank Negara Malaysia reported that almost 60% of SMEs in Malaysia were not aware 
of the availability of Islamic financing facilities (Fitch Ratings, Feb 8, 2021). 

 
 Takaful market projected to grow $44bn by 2024 (The Peninsula, Feb 14, 2021). 

 
 FlexxPay raises $3mln to expand platform across MidEast (Zawya, Feb 14, 2021). 

 
 Qatar Islamic Bank and HSBC sign $100mln Islamic trade facility deal (Zawya, Feb 

14, 2021). 
 

 Bank Islam eyes 500,000 new customers via TheNoor app (The Malaysian Reserve, 
Feb 15, 2021). 
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Economic and Financial Indicators 
 

GDP Per Capita 2020 & GDP Growth Forecast (2021) in OIC Countries 
 

Country 
GDP Growth 

(2021) 

GDP Per Capita 
(US$ Current 

Prices) 
Country 

GDP Growth 
(2021) 

GDP Per Capita 
(US$ Current 

Prices) 

Afghanistan 4 499 Lebanon No Data 2,744 

Albania 6.1 4,898 Libya 7.6 3,282 

Algeria 3.2 3,331 Malaysia 7.8 10,192 

Azerbaijan 2 4,124 Maldives 12.7 12,464 

Bahrain 2.3 22,877 Mali 4 899 

Bangladesh 4.4 1,887 Mauritania 2 1,791 

Benin 5 1,258 Morocco 4.9 3,121 

Bosnia 5 5,761 Mozambique 2.1 455 

Brunei 3.2 23,116 Niger 6.9 536 

Burkina Faso 3.9 768 Nigeria 1.7 2,149 

Cameroon 3.4 1,493 Oman -0.5 14,423 

Chad 6.1 639 Pakistan 1 1,350 

Comoros 2.9 1,336 Qatar 2.5 52,751 

Ivory Coast 6.2 2,281 Saudi Arabia 3.1 19,587 

Djibouti 7 3,074 Senegal 5.2 1,455 

Egypt 2.8 3,561 Sierra Leone 2.7 518 

Gabon 2.1 7,185 Sudan 0.8 735 

Gambia 6 746 Suriname 1.5 4,200 

Guinea 6.6 1,019 Tajikistan 6 834 

Guinea-Bissau 3 766 Togo 3 690 

Guyana 8.1 8,648 Tunisia 4 3,295 

Indonesia 6.1 4,038 Turkey 5 7,715 

Iran 3.2 7,256 Turkmenistan 4.6 8,074 

Iraq 2.5 4,700 Uganda 4.9 915 

Jordan 3.4 4,173 UAE 1.3 31,948 

Kazakhstan 3 8,781 Uzbekistan 5 1,763 

Kuwait 0.6 22,252 Gaza 8.2 2,894 

Kyrgyz Rep. 9.8 1,147 Yemen 0.5 645 

Source: IMF World Economic Outlook 2020 
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Overall & Relative Ranking of Selected OIC Countries on HDI 
 

Country 
HDI 

Value 
HDI 

Rank 
OIC 

Rank 
Country 

HDI 
Value 

HDI 
Rank 

OIC 
Rank 

UAE 0.89 31 1  Guyana 0.682 122 29 

Saudi Arabia 0.854 40 2  Iraq 0.674 123 30 

Bahrain 0.852 42 3  Tajikistan 0.668 125 31 

Qatar 0.848 45 4  Bangladesh 0.632 133 32 

Brunei 0.838 47 5  Syria 0.567 151 33 

Kazakhstan 0.825 51 6  Cameroon 0.563 153 34 

Turkey 0.82 54 7  Pakistan 0.557 154 35 

Oman 0.813 60 8  Comoros 0.554 156 36 

Malaysia 0.81 62 9  Mauritania 0.546 157 37 

Kuwait 0.806 64 10  Benin 0.545 158 38 

Albania 0.795 69 11  Uganda 0.544 159 39 

Iran 0.783 70 12  Nigeria 0.539 161 40 

Bosnia 0.78 73 13  Ivory Coast 0.538 162 41 

Azerbaijan 0.756 88 14  Djibouti 0.524 166 42 

Algeria 0.748 91 15  Togo 0.515 167 43 

Lebanon 0.744 92 16  Senegal 0.512 168 44 

Maldives 0.74 95 17  Afghanistan 0.511 169 45 

Tunisia 0.74 95 18  Sudan 0.51 170 46 

Suriname 0.738 97 19  Gambia 0.496 172 47 

Jordan 0.729 102 20  Guinea-Bissau 0.48 175 48 

Libya 0.724 105 21  Guinea 0.477 178 49 

Uzbekistan 0.72 106 22  Yemen 0.47 179 50 

Indonesia 0.718 107 23  Mozambique 0.456 181 51 

Turkmenistan 0.715 111 24  Burkina Faso 0.452 182 52 

Egypt 0.707 116 25  Sierra Leone 0.452 182 53 

Gabon 0.703 119 26  Mali 0.434 184 54 

Kyrgyzstan 0.697 120 27  Chad 0.398 187 55 

Morocco 0.686 121 28  Niger 0.394 189 56 

Source: World Development Indicators 2019 
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Income Distribution in OIC Countries 
 

Country Income Held By Top 20% Income Held By Bottom 20% Multiple 

Indonesia 44.9 6.9 6.51 

Turkey 48.5 5.8 8.36 

Algeria 37.2 9.4 3.96 

Benin 52.1 3.2 16.28 

Bosnia and Herzegovina 40.7 7.5 5.43 

Djibouti 47.6 5.4 8.81 

Egypt 41 9 4.56 

Gabon 44.4 6 7.40 

Iraq 38.5 8.8 4.38 

Kazakhstan 37.4 9.8 3.82 

Lebanon 40 7.9 5.06 

Malaysia 47.3 5.8 8.16 

Mozambique 59.5 4.2 14.17 

Nigeria 42.4 7.1 5.97 

Pakistan 42.8 8.9 4.81 

Senegal 46.9 6.1 7.69 

Sudan 42.4 7.8 5.44 

Tunisia 40.9 7.8 5.24 

Yemen 44.7 7.3 6.12 

United Arab Emirates 38.2 6.2 6.16 

Uganda 49.8 6.1 8.16 

Togo 48.6 5 9.72 

Tajikistan 41.7 7.4 5.64 

Niger 42.4 7.8 5.44 

Morocco 47 6.7 7.01 

Maldives 39.8 8.3 4.80 

Kyrgyz Republic 37.8 9.9 3.82 

Iran 47.3 5.9 8.02 

Guinea 41.5 7.6 5.46 

Gambia 43.6 7.4 5.89 

Cote d'Ivoire 47.8 5.7 8.39 

Comoros 50.4 4.5 11.20 

Chad 48.8 4.9 9.96 

Cameroon 51.7 4.5 11.49 

Burkina Faso 44.3 8.3 5.34 

Bangladesh 41.4 8.6 4.81 

Sierra Leone 44.2 7.9 5.59 

Mauritania 40.2 7.5 5.36 

Source: World Development Indicators 2018 
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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 Stock Indices in Pre COVID-19 and Post COVID-19 Period 
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Call for Papers 
 
Review of Financial Economics, Special Issue  
The Impact of COVID-19 Pandemic on Islamic Financial Markets and Institutions 
http://mc.manuscriptcentral.com/rfe 
 
Journal of Risk and Financial Management, Special Issue 
Islamic Banking and Shari’ah Governance 
https://mdpi.com/journal/jrfm 
 
Eurasian Economic Review  
Special Issue on Islamic Economics and Finance 
https://www.springer.com/journal/40822/updates/17964266 
 
11th Foundation of Islamic Finance Conference (FIFC) 2021 
Sunway University, Web Based, 20 – 22 March, 2021 
https://submit.confbay.com/conf/11-th_fifc_2021 
 
5th Islamic Finance, Banking & Business Ethics Global Conference 
Inclusion, Sustainability and Ethics at a Time of Global Change 
June 7, 2021 at Pearl-Continental Bhurban, Pakistan 
https://ifbbe.lums.edu.pk/ 

 

Other Resources on Islamic Economics Project Portal 
 

 Research Articles 

 Research Presentations 

 Islamic Finance Calculators 

 Course Outlines 

 Academic Resources 

 Data Resources Links 

 Islamic Economics Journals List 

 Qur’an and Hadith on Economics 

 Book Reviews 

 Frequently Asked Questions 

 Topical Bibliographies 

 Islamic Finance Education Providers 

 Researchers Database in Islamic Economics  

 Call for Papers 

 Glossary of Islamic Finance 

 Video Library 
  

 
is lamiceconomicsproject@gmail . com  

 
www. is lamiceconomicspro ject.com  

 
www. facebook. com/IEProject     

 
pk. l inkedin. com/company/ is lamic -economics-project  

 
https ://twitter.com/iepresearch  
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