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“Do you not see that to Allah 
bow down in worship all things 
that are in the heavens and on 
earth – the sun, the moon, the 

stars; the hills, the trees, the animals; 
and a great number among mankind?”  
[Al-Hajj: 18] 

Prophet Muhammad (PBUH) 
said: “If the Resurrection were 
established upon one of you 
while he has in his hand a 

sapling, then let him plant it.” [Musnad 
Ahmad, Hadith No. 12491] 

 

Inside This Issue  “Islam is not a form of culture, and its 
system of thought projecting its vision 
of reality and truth and the system of 
value derived from it are not merely 
derived from cultural and philosophical 
elements aided by science, but one 
whose original source is Revelation, 
confirmed by religion, affirmed by 
intellectual and intuitive principles.” 
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Research Note 

 

Islamic View on Scarcity of Resources 
 
Maher Kababji 
 
Socialists claim that economic problems 
arise from the extraction of surplus value 
by the Capitalists in the production 
process. On the other hand, Capitalists 
urge that scarcity of resources is the 
basic economic problem which restricts 
output growth because wants are 
innumerable, but the resources for 
satisfying those wants are limited. 
 
Nonetheless, the empirical evidence does 
not support that resources are scarce for 
legitimate and compulsory economic 
needs. The excess of the world output 
growth over the growth of the world 

population provides evidence that 
scarcity of resources does not exist at 
the global level. Food per capita 
availability has actually increased in 
recent decades as per Food and 
Agriculture Organization. 
 
Qur‟an emphasizes the abundance of 
natural resources at the macro level. The 
Almighty said: “And We have provided 
therein means of living” (Al-Hajr: 20). 
 
In Chapter Hud, Verse 6, Allah Almighty 
said: “And no moving creature is on 
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earth but its provision is due from 
Allah”. 
 
In Chapter Al-Hajr, Verse 19, Allah 
Almighty said: “Allah caused to grow 
therein all kinds of things in due 
proportion”.  
 
It is also said in Qur‟an: “And there is 
not a thing, but with Us are the stores 
thereof. And We send it not down except 
in a known measure” (Al-Hajr: 20). 
 
In some regions, the available resources 
may differ from the resources needed to 
satisfy the requirements of the 
community sometimes like in the case of 
famine. But, international trade as well 
as philanthropy helps exchange of 
resources and essential commodities. 
 
Qur‟an recognizes the differential in 
resources at the micro level. In Chapter 
Al-An‟am, Verse 165, Allah Almighty said: 
“(Allah is) the one who has made for you 
the earth, and has raised some of you 
above some degrees”. 

 
This differential is meant to test the 
spirit of sacrifice, cooperation and 
philanthropy among the rich and 
resourceful persons in society.  
 
But, it is different from the scarcity 
which results in deaths from hunger in 
the world. Such scarcity is driven by 
inequitable distribution of resources.  
 
Islam emphasizes on feeding the hungry 
and looking after the poor people 
through Zakat (compulsory charity), 
Infaq (charitable giving) and Waqf 
(endowments). Furthermore, the state 
and its executive head is made 
responsible for ensuring basic needs of 
the living beings including even the 
animals in the Islamic social framework.  
 
Lastly, the prohibition of hoarding of 
essential commodities for raising their 
prices also ensures that disruptions in 
supply due to greed are contained. 
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IEP Forum 2 on FSC Riba Verdict 

 

Participants 

 

Dr. Rizwan Malik 

Head – Standards Implementation and Strategic Developments at AAOIFI 

Dr. Irum Saba 

Associate Professor 

Institute of Business Administration, Karachi 

 

Mufti Sharfuddin Ashraf 

Shari’ah Scholar, Council of Islamic Ideology 

 

 
Recently, Federal Shari’ah Court of Pakistan has given its judgement on the Riba 
case. The verdict reaffirmed the historic judgement on interest first given in 
1991. But, the subsequent appeals process reopened the case. Concerns about 
jurisdiction further delayed the implementation of the historic judgement and 
delayed the case for several years. Now, finally, the verdict has come. The 
verdict has declared conventional banking interest to be Riba, which is 
prohibited in Islamic sources of knowledge categorically including Qur’an and 
Hadith. The judgement has also asked the government to transform the economic 
system on interest free basis within a period of 5 years to fulfil the 
constitutional requirement as well as completing the required implementation of 
the judgement. 

 
Islamic Economics Project is making a humble effort to collect the views of 
Shari’ah scholars, regulators, practitioners, lawyers and academic experts to 
deliberate on the future course of action and generate ideas and debate on how 
to make this transformation possible. 

 
In this regard, we got the chance to get reaction and response from Dr. Rizwan 
Malik, Dr. Irum Saba and Mufti Sharfuddin Ashraf. We hope that the views 
expressed and shared with relevant audience and stakeholders will generate 
practicable ideas and keep the momentum towards achieving the end goal of an 
economy that is in compliance with Shari’ah and is able to utilize the instruments 
and institutions in the Islamic economic teachings. 
 
Question: What is your take on the 
decision by Federal Shari’ah Court of 
Pakistan on Riba? 
 

Dr. Rizwan Malik: Indeed, it is a decision 
that is welcomed wholeheartedly. Not 
only this reaffirms the historic judgment 
on Riba i.e. the interest that is paid and 
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received by conventional banks falls 
within the definition of Riba, but it also 
clarifies the doubts in the mind of some 
people. 
 
Indeed, in a country like Pakistan, kids 
grow with this teaching and 
understanding that Riba is Haram 
(prohibited) and there is no bigger sin 
than consuming interest. Hence, this 
decision will reinforce this understanding 
that taking Riba is a sin and a prohibited 
crime in law. This standpoint is 
consistent with Islamic sources of 
knowledge. This ruling will be fit with 
the cultural norms and values and it can 
help in steering the economy towards the 
right path of Riba-free economy. 
 
The decision is also consistent with the 
constitutional requirement which clearly 
stipulates that Riba shall be eliminated 
from the whole economy as soon as 
possible. Of course, the delay caused by 
the political leadership and allowing 
conventional financial system to operate 
in parallel slowed the growth of Islamic 
banking and finance in the country. 
 
Additionally, Islamic banking and finance 
industry has grown many folds and 
according to IMF, it has become 
systematically important in 14 countries. 
Hence, it is now the right time to press 
the accelerator on the transformation to 
a fully Shari‟ah-compliant financial 
system and economy. I have no doubt 
that a country like Pakistan where 
individual Islamic banks are already 
competing with the conventional banks. 
They have the capabilities to compete 
with some of the international 
conventional banks and financial 
institutions. 
 

Dr. Irum Saba: The decision is correct. It 
has come late, but it is the right 
decision. Even if it is late, it still paves 
way for the right direction by prohibiting 
bank interest as Riba. Therefore, I am 
satisfied with the judgement. What is 
important now is implementation and 
coordination between the stakeholders 
including State Bank of Pakistan and 
Ministry of Finance. 
 
Mufti Sharfuddin Ashraf: The decision is 
satisfactory. The judgement is clear and 
leaves no loopholes on the issue of 
whether conventional banking interest 
falls within the scope of Riba or not. 
According to the judgement, 
conventional banking interest falls in the 
scope of definition of Riba, which is 
prohibited in Islamic sources of 
knowledge categorically, including 
Qur‟an and Ahadith.  This current 
judgement reinforces the consensus 
based position also given in 1991 historic 
judgement on interest. Conventional 
banking interest indeed falls in the scope 
of riba prohibition. Therefore, it is 
necessary to avoid it in all matters of 
economy.    
 
Question: Do you think that it is 
possible to implement the verdict on 
transformation of economy on interest 
free basis in 5 years? 
 
Dr. Rizwan Malik: In short, this is 
definitely possible. It totally depends on 
the political will and the mind-set of the 
leaders. Lately, we have seen successful 
transition and transformation in a 
number of emerging countries in 
different aspects. Hence, if our 
policymakers committedly decide to 
transform the economy to a fully 
Shari‟ah compliant one, then such a 
transformation is possible. 
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Iran and Sudan have run their economies 
on Riba-free basis. If these countries 
have decided to do this, then the 
potential success of Pakistan in attaining 
this goal is promising, especially since 
Pakistan has a larger Muslim population 
and more developed, open and diverse 
economy. As an example, in 2011 a 
country like Qatar decided not to allow 
Islamic finance window model in the 
country – again it was the decision of the 
political leadership. 
 
Of course, the context and economy of 
Pakistan cannot be compared to 
countries mentioned above; however, it 
has all the Unique Selling Points (USPs) 
to achieve the transformation of the 
economy. This includes the knowledge 
base and experience in the form of 
Shari‟ah scholars, bankers, practitioners 
and academicians serving global Islamic 
banking and finance industry, especially 
in the GCC where people are serving in 
banks and multilateral institutions.  
 
The progressive regulators and 
policymakers in the form of SBP and SECP 
with dedicated departments for Islamic 
banking and finance are trying to provide 
a conducive environment for Islamic 
banking and finance to flourish. Lastly, 
well-known academic schools are 
offering Islamic finance degree 
programs. Along with that, there are 
several training institutions which are 
providing skills based training for human 
capital development in Islamic finance 
industry. The leaders from these 
segments can be invited to form a joint 
committee that can monitor and assist in 
the attainment of the desired goals and 
objectives. 
 

However, after the 5 years‟ period, the 
policymakers may decide to provide an 
extension on the basis of need in 
particular segments of the economy 
where the transformation requires more 
time. One area that is more challenging 
to transform is the external financing.  
 
However, political leadership can and 
should decide to make a decision of 
raising further financing only through 
Shari‟ah compliant modes including 
Sukuk. The global Islamic finance 
industry has developed significantly in a 
number of countries and with greater 
number of transactions and partnerships 
with institutions in such countries, the 
transformation process can be further 
facilitated. 
 
In markets like Pakistan, sovereign 
financing from banking sector is a 
significant segment. However, 
Government of Pakistan has just 
scratched the surface in terms of 
utilizing the liquidity in the Islamic 
financial institutions. This creates 
challenges for Islamic banks in their 
liquidity management and hence in 
managing commercial displacement risk 
and competitive pressures. Government 
can utilize the instrument of Sukuk to 
source financing. It will also allow 
Islamic institutional investors a solution 
to their liquidity management since they 
cannot invest in T-bills and PIBs.   
 
Dr. Irum Saba: It seems little ambitious 
given the past track record. It took us 
about 20 years to reach 20% market 
share in banking. Having said that, the 
first step and phase is always difficult. 
We were operating in a dual banking 
system where Islamic banks did not have 
a majority market share and they were 
competing against the large conventional 
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banking sector which already had a wide 
customer base, regulatory support and 
significant advantage in managing their 
liquidity by investing in interest based 
sovereign instruments like T-Bills and 
Pakistan Investment Bonds (PIBs). 
 
Now, as conventional interest based 
banking is considered prohibited by the 
Federal Shari‟at Court‟s judgement, it is 
expected that the pace of market 
transformation and conversion will 
accelerate. 
 
Nonetheless, we must not be 
overoptimistic given the past track 
record. It took us years to transform 
even a single bank like Faysal Bank. The 
share of sovereign Sukuk in government‟s 
public finance is almost negligible at the 
moment. Therefore, a lot of ground 
needs to be covered in order to achieve 
the transformation within the ambitious 
timeframe of 5 years to Islamize the 
whole economic system including 
financial institutions and public finance.  
 
Mufti Sharfuddin Ashraf: The time frame 
of 5 years is sufficient to implement the 
reforms. In the financial system, already 
Islamic banking, Takaful, Modarba 
companies and Islamic mutual funds are 
operating. In public finance, the 
government has issued multiple Sukuk in 
past, both in local market as well as in 
international markets. Therefore, part of 
the work is already done on the products 
structuring side. In many situations, the 
issue is to convert and scale the Islamic 
financial segment. Hence, the time 
frame is sufficient. 
 
Question: What are the measures which 
can be taken to ensure that the goals in 
transformation of the economy are 

achieved within the five-year 
timeframe? 
 
Dr. Rizwan Malik: For me, the need of 
the hour is to have a decision in place to 
transform the economy – a decision or 
policy that cannot be changed even if 
the political leadership changes in the 
country. 
 
It is important to come up with a 5-year 
plan of transformation of the economy – 
which can be further broken down into 
short to medium term goals. An 
experienced and knowledgeable team / 
committee needs to be in place 
comprising of globally acclaimed and 
nationally experienced leaders with a 
can-do attitude.  
 
The regulators, in particular SBP, would 
need to revise its strategy document. 
From attainment of 30% (existing plan) 
Islamic banking market share, it should 
aim for 100% market share within 5 
years. The regulators need to ask for a 
conversion plan from all conventional 
banks and financial institutions.   
 
Accordingly, it needs to ensure that the 
short to medium term goals formulated 
by the banks are realistic so that they 
can be held accountable. All of this will 
add to the national transformation 
strategy document.  
 
At the same time, there is a need to 
further explore the role of Islamic social 
finance in particular the use of Zakah, 
Waqf and other charitable giving. This 
will also facilitate the transformation 
process by providing inclusive financial 
assistance to those who are underserved 
by banks and financial institutions. 
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Similarly, adoption of benchmark 
standards like those developed by 
international standard-setting bodies like 
AAOIFI, IFSB and IIFM should be fully 
mandated. This will assist in the 
transformation process. Accordingly, the 
capacity building programs offered by 
these institutions should become part of 
Fit & Proper criteria. At the same time, 
individual curriculums in national 
qualifications and degree programs 
should be amended to include Islamic 
finance.   
 
Dr. Irum Saba: It is pertinent to establish 
a high-level committee having 
representation of relevant stakeholders 
to come up with a concrete plan with 
milestones. Until a well thought-out plan 
is made and unless it is pursued with 
rigour by all stakeholders, things will 
remain stuck. This is something we need 
to avoid. 
 
The committee has to be given a time 
frame to come up with a plan in quick 
time. It should also be made necessary to 
have regular meetings of the committee. 
Coordination with central bank which 
sets monetary policy and ministry of 
finance which sets fiscal policy is 
necessary. Shari‟ah scholars shall also be 
engaged so that alternate foundation of 
monetary and fiscal policy can be 
devised in coordination with the central 
bank and ministry of finance. 
 
For creating awareness, the role of other 
stakeholders other than financial 
institutions is also important. To change 
the people‟s perception, they shall hear 
about the prohibition of Riba and 
permissibility of Riba-free finance 
provided by Islamic financial institutions 
from the teachers, scholars and 
intellectuals. Mobilizing commitment is 

necessary for sustaining the efforts and 
achieve the aim of transformation of 
economy on Riba-free basis. 
 
Regulators and policymakers would feel 
urgency when there is strong public 
sentiment about the need for Riba-free 
finance. Commitment which leads to 
action from the regulators and 
policymakers is key to implement the 
judgement and achieve the desired goal 
of having a Riba-free economy. 
 
Mufti Sharfuddin Ashraf: There is need 
for collective thinking. The 
transformation has Shari‟ah aspects, but 
also legal, economic and administrative 
aspects. Therefore, a team of noted 
Shari‟ah scholars, economists, lawyers, 
and administrators must be formed to 
deliberate on action plans. Planned 
effort is necessary. Milestones need to be 
set and progress shall be monitored. The 
5 years‟ timeframe should not become an 
excuse for complacency and 
procrastination.   
 
It is also pertinent for Islamic banks to 
revisit their strategic positioning. Now, 
as their market share increases and 
competitive pressures from the interest-
based conventional banking subside, they 
shall endeavour to transform their 
portfolio to increase the use of equitable 
and inclusive Islamic equity based modes 
of finance in true letter and spirit. The 
promised and distinctive benefits of 
Islamic financial system will appear more 
prominent and apparent if the use of 
Islamic equity based modes of finance 
will increase. 
 
The Islamic debt based modes of finance 
which use legal stratagems (Hiyal) shall 
be used only in exceptional 
circumstances. This has been the 
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suggestions from the Shari‟ah scholars as 
well in past. Due to commercial 
displacement risk and competitive 
pressures, the nascent and small Islamic 
banking industry had less room and 
flexibility up until now. But, going 
forward, as the scenario changes and 
they start gaining more market share and 
control, Islamic banks should go back to 
the original ideals and vision. 
 
Question: What are the important 
obstacles that can be encountered 
along the way of transformation 
process? 
 
Dr. Rizwan Malik: Political will is 
definitely high up on the list in a country 
like Pakistan as a hurdle where the 
stability of government is at risk on a 
daily basis and fire-fighting is part of the 
daily rituals. Additionally, the will of 
those in power and who have a say and 
reach to the political leadership is also 
important.  
 
Those influential investors who are in the 
business of conventional finance might 
resist change because it will have a hit 
on their pocket. They may not directly 
oppose the transformation, but cite 
hurdles and obstacles as way to delay 
and narrow the scope of transformation. 
Their valid apprehensions shall be 
overcome through education, awareness 
and by engaging them to appreciate that 
it is in their best interest to operate 
Islamic banking and finance which has a 
greater appeal among the masses, which 
is now the only legal solution and which 
has shown resilience and stability 
through thick and thin. 
 
The success of drafting a high level 
policy document in a short time span 
covering various facets is also important 

as it requires the input and acceptance 
by various national leaders and business 
owners – this in itself is a tedious task. 
We need to have leaders in the steering 
committee, national committee and 
regulatory committee who should all 
work as ambassadors of eliminating Riba 
from the society and do not bow down to 
excuses and issues that may arise as we 
go along the process. The other issue 
may be the external funding where we 
may not have the power or a say in 
changing mode of financing to a 
preferred one. 
 
Dr. Irum Saba: Complacency and lack of 
coordination shall be avoided. Creating 
awareness is also very important. A lot of 
people are not using banking in the first 
place. There will be less effort required 
to convince that conventional bank 
interest is Riba and illegal in Pakistan 
after the court‟s judgement, but more 
effort is required to inform and convince 
the general public that Islamic banking 
as a Riba-free alternative is Shari‟ah 
compliant. 
 
Unbanked population is not using banking 
partly due to religious reasons and partly 
because of lack of access to banks in 
their area, low levels of income and low 
levels of savings. Informal forced saving 
schemes at the community level in the 
form of rotating savings are common. For 
emergency funds and small business 
loans, people requiring financing lack 
documentation and collateral. Hence, 
they use the network including 
immediate family, relatives, employers, 
co-workers, neighbours, friends and 
independent private lenders to access 
financing. 
 
Islamic banks have Shari‟ah compliant 
products, but the problems of lack of 
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awareness, lack of financial literacy, 
narrow outreach and incomplete 
documentation also need to be 
overcome. At the end of the day, we 
would like to see not only the conversion 
of banked population towards Islamic 
banking, but also the unbanked 
population to use Islamic banking in 
future. 
 
Mufti Sharfuddin Ashraf: On the 
monetary and external sector front, 
there might arise some challenges. 
Therefore, the stakeholders including the 
central bank, ministry of finance and 
Shari‟ah scholars need to join efforts. A 
task force and committee of experts 
shall be setup in which there shall be 
broad based representation of 
policymakers from central bank and 
ministry of finance, Islamic financial 
industry and experts of Shari‟ah, 
economics and financial law. 
 
They can better assess the specific needs 
of public sector, external sector 
financing and how to manage the twin 
deficits of fiscal deficit and balance of 

payments deficit in such a way that 
financing should be sought only as a last 
resort. Rather than relying on debt based 
financing of twin deficits on permanent 
basis, economic policy and 
administration needs to be improved as 
well to minimize dependency. 
 
Where needed, Islamic financial solutions 
can also be developed and provided to 
fill the financing gap. For this, a 
committee of experts shall be formed to 
do the economic analysis of needs and 
then Shari‟ah experts can be engaged to 
provide Shari‟ah compliant solutions to 
the external sector debt management.  
 
The lawyers and policymakers shall also 
be part of the committee to deliberate 
on the legal and administrative aspects 
to implement the solution. To be 
effective, the committee shall be given 
authority so that its recommendations 
shall be given due importance. 
 
Disclaimer: The views shared by the interviewee in 
this forum are personal opinions and judgments and 

do not represent the official representation of the 

principal institution with which they are affiliated. 

 

 

Roundup of World Islamic Finance Forum 2022 

Organized by IBA Center of Excellence in Islamic Finance 

 
The Third World Islamic Finance Forum 
(WIFF) was held in Karachi, Pakistan on 
May 30 and 31, 2022. It was well 
attended by delegates from industry, 
regulators and academia. The delegates 
came from Malaysia, Indonesia, Bahrain, 
Qatar, Turkey, UK, USA, Canada and 
from different regions of the world.  
 

It was professionally organized by Center 
of Excellence in Islamic Finance at 
Institute of Business Administration, 
Karachi. The theme of this 3rd WIFF was 
“Development of Islamic Finance 
Ecosystem for Global Prosperity”. 
 
The forum featured keynote addresses by 
prominent scholars and top industry 
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executives from around the world. The 
panel discussions provided food for 
thought and new directions for Islamic 
finance to focus on social finance, green 
finance and capital markets along with 
strengthening the regulatory framework. 
Here are key takeaways in random order 
from the talks, discussions and speeches 
delivered at 3rd WIFF. 
 
Respected scholar, Shaikh Muhammad 
Taqi Usmani stated that this forum was 
happening at a fortunate time when 
Federal Shari‟at Court (FSC) has given its 
verdict to declare bank interest as Riba. 
The decision has endorsed the earlier 
verdict which came in 1991.  
 
The noted scholar emphasized that now 
is the right time to engage in 
transformation and implementing the 
Islamic economic system. There are fault 
lines in the contemporary financial 
system and it is prone to repeated 
bubbles, crisis and shocks.  
 
The chief culprit is the allowance of Riba 
which puts focus away from real 
economy and allows risk free return 
without any link to asset and real 
economy. This also causes increase in 
income and wealth inequalities. 
 
Islamic finance with its link to real 
economy and asset creation has better 
risk management framework to provide 
financial intermediation that is closely 
linked with economic activities and 
employment creation. Therefore, it is 
high time to move towards implementing 
the principles of Islamic economics in the 
financial and economic system of the 
country. 
 
Prominent scholar Mufti Muneeb in his 
keynote address suggested reforms in the 

existing laws to make them compatible 
with the FSC verdict. He also 
recommended that Federal Board of 
Revenue shall allow tax neutrality in all 
Islamic finance contracts so that asset 
transfers can genuinely take place 
without resorting to legal stratagems.  
 
He also noted that Sukuk which do not 
really create economic activities and are 
taken to repay previous loans shall be 
avoided. He also highlighted that 
people‟s perception is negatively 
influenced by employees of Islamic banks 
switching to conventional banking if they 
find better job offers. It is important 
that the mind-set of all stakeholders 
including employees, customers and 
regulators shall change.  
 
The noted scholar also suggested that 
Islamic banks shall bring more 
transparency in their advertisement and 
information dissemination. Their 
marketing campaigns shall not give this 
wrong impression that returns in Islamic 
banking are pre-determined and 
guaranteed. He urged upon Federal 
Chamber of Commerce and Industry to 
issue an official statement that they 
would encourage their members to use 
Islamic banking.  
 
Mufti Dr. Irshad Ahmed Aijaz emphasized 
on providing a conducive legal 
environment for Islamic banks. To 
implement FSC verdict, he felt that a 
national action plan needs to be 
developed. A steering committee shall be 
setup with authority and targets to get 
conversion plans from the different 
financial institutions to expedite and 
provide urgency to the need of 
transformation towards Riba-free 
financial operations. 
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In different panel discussions, several 
key points were discussed. Farrukh Raza, 
Head of Governance at AAOIFI 
highlighted that standardization of 
governance will build confidence, bring 
assurance, increase trust and allow 
leveraging technology with rule based 
application.  
 
Global scholars also hailed the FSC 
verdict on Riba. Prof. Akram Laldin of 
ISRA Malaysia recommended that a 
gradual and well planned approach shall 
be adopted. The road map shall be 
finalized with deliberations among the 
stakeholders. Targets must be set and 
concrete steps shall be taken to allow 
smooth transition.  
 
Dr. Rafey Haneef of CIMB Malaysia 
cautioned that we need to avoid 
complacency even after achieving 
greater market share as it will also raise 
expectations. Dr. Ishrat also warned 
against complacency as future holds 
greater sustainability, governance and 
socio-political challenges along with 
technological disruptions. Therefore, 
vigilance and adaptability is important. 
 
Prof. Yahya Abdul Rahman of LaRiba USA 
emphasized on careful planning and 
prudent approach during transformation 
while also taking notice of international 
best practices. Muhammad Faisal Shaikh, 
Head of Islamic Banking at Faysal Bank 
emphasized that transformation of 
conventional into Islamic banking 
depends on mind-set of executive 
management, especially CEOs. Faysal 
bank with a branch network of 600+ 
branches is a successful story of 
transformation. 
 
In discussing new directions, Omar 
Mustafa Ansari, Secretary General of 

AAOIFI shared the view that thinking out 
of box requires thinking out of the bank 
in serving variety of financial needs for 
which banks have limited flexibility due 
to regulatory complexities. Market based 
finance through capital markets requires 
more impetus going forward.  
 
Prof. Humayon Dar of Cambridge 
Institute of Islamic Finance explained 
that digital transformation is mixed up 
with Fintech. Fintech shall be product 
driven solutions rather than just bringing 
technology in some operations. Prof. Dar 
also highlighted the need for more 
training and capacity building to ensure 
readiness when the demand picks up. 
 
Many scholars like Prof. Ayub and Prof. 
Mohd Eskandar Shah highlighted that 
Islamic finance also needs to deliver on 
social promises. Prof. Ruszni Hasni 
suggested that Islamic banks can play a 
role in bringing un-banked women 
population into financial net. This 
financial inclusion will be a significant 
step towards women empowerment. 
 
Lack of awareness and wrong perception 
based on wrong information were cited 
as major obstacles in mainstreaming 
Islamic finance at the micro level. 
Farrukh Raza, Head of Governance 
AAOIFI said that Islamic finance serves 
legitimate financial needs in legitimate 
ways. Conventional finance serves 
legitimate or illegitimate needs in 
illegitimate ways. Both the needs and 
the way to meet them must be 
legitimate. 
 
On the need for concrete and applied 
research, Mufti Dr. Irshad Ahmed Aijaz 
and Dr. Imran, Author of Islamic Finance 
101 recommended that research is 
required beyond Islamic Banking and 
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finance to focus on how to enact a 
Shari'ah Compliant monetary policy and 
fiscal policy. 
 
In his final remarks, Dr. Akber Zaidi, 
Director IBA emphasized that growth in 
Islamic finance should be complemented 
by growth in Islamic values, so that 
Islamic finance ecosystem prospers and 
brings society-wide change. 
 
Through video-link speech, Minister for 
Finance and Revenue Dr. Miftah Ismail 
assured all possible support to the efforts 
by State and private institutions towards 
conversion to Islamic finance system.  
 

SBP‟s Acting Governor Dr. Murtaza Syed, 
who also participated through video-link, 
announced to constitute a working group 
tasked with sorting out the issues and 
find solutions for regular issuance of 
Sukkuk. The group would include 
representatives of Federal Ministry of 
Finance, and senior bankers from SBP 
and other banks, and Shari‟ah financial 
experts. 
 
However, three weeks after the 3rd WIFF, 
the news of SBP going into the appeals 
process against FSC verdict was a 
disappointment and dampened the 
positive vibes. 

Book Review 
 

Title: 
Readings in 
Microeconomics: An 
Islamic Perspective 

 

Reviewer: 

 
Sayyid Tahir, Aidit 
Ghazali, Syed Omar Syed 
Agil 

Publisher: Longman Malaysia 

 

 

This book is a compilation of some of the 
seminal contributions in Islamic 
economics literature on the micro 
foundations of economics from an Islamic 
perspective. The book puts together 
some significant works which are unique 
in many respects in building the 
theoretical foundations of Islamic 
Economics. It assembles 7 chapters on 
consumer behaviour, 4 chapters each on 
producer behaviour and market structure 
and 3 chapters each on resource 
allocation and distribution. 

 
The first two parts of the book look at 
the behaviour of economic agents, i.e. 
consumers and producers. The section on 
consumer behaviour emphasizes on the 
moral underpinning of Islamic teachings 
which govern the consumer choice set, 
shape preferences and influence 
behaviour and choices. The chapters use 
the mainstream economics tools such as 
indifference curves and differential 
calculus in the utility framework to 
provide contrast between mainstream 
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economics and Islamic perspective. The 
goals in Islamic economics center on 
human Falah (all encompassing moral 
and spiritual wellbeing) than focused on 
some material end alone.  
 
The choice set in Islamic framework also 
does not incorporate consumer 
sovereignty. Rather, the Islamic 
teachings provide guidance to Muslims in 
order to differentiate between Tayyabāt 
(morally good things) and Khabāis 
(morally bad things) and between Halāl 
(lawful) and Harām (unlawful) in 
consumer choice set. Among the Halal 
consumption as well, Islamic teachings 
guide towards Wasatiyyah (moderation) 
and to avoid Isrāf and Tabzeer (excess 
and wasteful consumption).  
 
Instead of encouraging towards 
consumption on self, the Qur‟anic use of 
the word spending is profound. It 
simultaneously incorporates the 
expenditure on self, others and in the 
way of Allah with single word. Islamic 
principles have a transformative content 
rather than serving material instincts or 
arousing them.  
 
This is reflected in Islamic teachings 
which emphasize the need for spending 
not on self and one‟s household only, but 
also on others and in the way of Allah. 
These actions are completely rational 
within the Islamic worldview where the 
ultimate objective is to earn Falah in 
both this world and in life hereafter.  
 
Economic wellbeing can be a cherished 
sub-goal as long as it is consistent and 
contributes to the moral and spiritual 
wellbeing.  
 
The section on producer behaviour also 
emphasizes the moral content in 

behaviour whether it is with regards to 
pricing, advertising or with regards to 
using natural and non-natural resources 
in production.  
 
Since Islam prohibits Riba (interest), the 
capital shall be rewarded from the actual 
profits rather than be compensated with 
a fixed return for its use regardless of 
the outcome of the production process.  
 
The section also emphasizes that profit 
maximization shall not breach the Islamic 
moral choices. The profit motive shall 
remain a secondary consideration 
alongwith seeking conformity with 
Islamic principles and teachings which 
govern the pursuit of Halal income from 
the productive enterprise. 
 
The section on market structure 
emphasizes that Islam does not negate 
private property and private pursuit of 
economic enterprise. It does not 
necessarily favour centralization of 
production activity. However, the papers 
in this section emphasize that Islam 
promotes co-operation rather than 
competition.  
 
The concept of cooperation also implies 
that market power in monopoly and 
other less-competitive market structures 
shall not be used to exploit either the 
consumers or the producers. The papers 
also give an account of how some of the 
concepts related to market structure and 
market forces have been dealt with by 
early Muslim writers before the 
publication on wealth of nations by Adam 
Smith. 
 
The sections on resource allocation and 
distribution emphasize that resource 
allocation at micro and policy level shall 
also take Maslaha (social and spiritual 
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welfare) into consideration. The income 
distribution in Islamic framework is 
distinguished from both Capitalistic and 
Marxist framework.  
 
The Marxist framework is critically 
analyzed and it is argued that Islam does 
not negate individual differences in 
remuneration if these are based on 
lawful earnings and which arise from 
superior skills or other factors. However, 
Islamic framework negates the extractive 
institutions which worsen the income 
distribution, such as fixed return to 
money capital.  
 
By prohibiting fixed return to money 
capital and by levying a charge on idle 
wealth as Zakāt, Islam encourages either 
lawful spending or lawful investments in 
productive enterprise through risk 
sharing arrangement. Both these features 
keep the resources circulating in the 
economy. This can help in avoiding the 
unwanted situation of idle resources 

existing with unmet needs as is the case 
in the present market economy 
framework of capitalistic economies. 
 
Overall, the book is a significant effort to 
develop the theoretical literature on 
Islamic economics in unique ways. The 
papers are substantive in analytical 
content. The use is made of mainstream 
economics tools such as indifference 
curves, differential calculus, demand-
supply cross, mainstream production and 
costs graphs and edge worth box, for 
instance in presenting the ideas from an 
Islamic perspective.  
 
If more focused research is undertaken in 
this area, then Islamic economics can 
become an established analytical 
discipline. This book is a significant 
addition in the literature on Islamic 
economics and can be used as a 
reference text in courses related to 
Islamic economics. 
         

     

Research Paper in Focus 
 
Paper Title: The Environmental Crisis in the Islamic World – Pertinence of the 

Teachings of Traditional Islam 
Author:   Seyyed Hossein Nasr 
Publisher:  Handbook of Ethics of Islamic Economics and Finance, De Gruyter. 
 
In this paper, the author explains that 
the origin of current environmental crisis 
can be traced back to industrial 
revolution. 
 
While industrialization provided many 
benefits, the greed and avarice in human 
beings need conditioning through 
morality and values.  
 

Efforts were made to bring 
improvements in resources availability 
through technological advancements. 
However, there is a limit to supply 
amidst greed and avarice. 
 
Islam provides environmental ethics 
which checks wastage, conspicuous 
consumption, self-interested behaviour, 
greed and avarice. Law can only control 
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some explicit actions. But, what is 
required is a complete change in lifestyle 
which requires a different approach to 
look at environment and life. 
 
Islamic worldview provides responsibility 
ethics. There is need in Muslim societies 
to pay heed to the Islamic environmental 
ethics. 
 
The author also notes that a lot of 
Muslim majority countries are also having 
complacency. Many of the cities which 
are least clean from environmental 
perspective also include some populous 
Muslim majority cities.  
 
The author also gives an account of 
environmental ethics from the extant 
literature. The two-worldly view of life 
in Islam encourages socially responsible 
behaviour as one of the prime 
determinants of salvage in the life 
hereafter. Prophet Muhammad (PBUH) 
said: “If the Resurrection were 
established upon one of you while he has 
in his hand a sapling, then let him plant 
it.” (Musnad Ahmad, Hadith No. 12491). 
 
Qur‟an informs that other species also 
praise and thank the Creator for the 
blessings. Qur‟an says: “Do you not see 
that to Allah bow down in worship all 
things that are in the heavens and on 

earth – the sun, the moon, the stars; the 
hills, the trees, the animals; and a great 
number among mankind?” (Al-Qur‟an, Al-
Hajj:18).  
 
The single source of creation as 
encapsulated in the concept of Tawheed 
undermines the tendency to feel „fittest 
survivors‟. It brings humility, congeniality 
and peaceful co-existence with other life 
in the environment.  
 
In order to protect land, forests and 
wildlife, the Prophet Muhammad (PBUH) 
created inviolable zones known as himā 
and haram, in which resources were to 
be left untouched. Himā applies 
particularly to wildlife and forestry and 
usually designates an area of land where 
grazing and woodcutting are restricted, 
or where certain animal species are 
protected. 
 
Almost half of the food goes wasted 
while on the other hand, one out of 
every nine people in the world suffers 
from hunger, according to the Food and 
Agriculture Organization. Islamic 
principles discourage conspicuous 
consumption on luxuries. The Qur‟an 
says: “But waste not by excess: for Allah 
loveth not the wasters.” (Al-Qur‟an, Al-
An‟am:141). 

 

Reflections 
 
In Budget 2022-23 announced in Pakistan, 
after imposing huge tax burden to collect 
Rs 7,004 billion in taxes, still the net 
revenue at Federal level (Rs 4,904) will 
not be enough to pay even just the 
interest payments (Rs 3,950 billion) and 
defence expenditure (Rs 1,523 billion).  

 
The shortfall in budget will be covered 
with more borrowing, which will be in 
excess of Rs 3,100 billion. There is very 
little amount allocated to federal Public 
Sector Development Program (PSDP). 
Interest payment will be more than five 
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times as much as the total (PSDP). There 
is almost a 30% increase proposed in 
interest payment. It may rise further if 
policy rate is hiked, rupee depreciates 
and credit rating on foreign loans 
declines.  
 
Rise in interest rate to 13.75% together 
with multiple price hikes in utility prices 
including electricity, gas, petrol and 
diesel has created more problems for the 
industry as well as for the middle class.  
 
Major tax burden will come in the form 
of indirect taxes (increase by 21.5%) and 
very little in direct taxes (increase by 
17.9%). The tax plan is regressive as 
direct tax to total tax ratio will decrease 
from 37.5% to 36.7%. Even in the income 
tax, most tax will be of the nature of 
corporate tax, tax on salaries or 
withholding tax deducted at source.  

 
 
There are incentives, but not much in 
the high-priority sectors. Filmmaking 
equipment can be imported without any 
import or custom duty and there is tax 
holiday for 10 years and 5 years for 
filmmakers and cinema houses.  
 
On the other hand, there is no incentive 
for microenterprises, microfinance 
institutions, small and medium 
enterprises and even IT sector. In fact, 
there is 0.25% tax imposed on IT exports.  
 
Economic stability also depends on policy 
stability. Unfortunately, almost all 
previous programs have been reversed or 
significantly reduced in scale including 
Sehat Card, Naya Pakistan Housing 
Scheme, Kamyab Jawan Program, Kisan 
Card and Cash-flow based SME loans.    

 

 

Market News 

 
 SBP moves apex court against Federal Shari‟at Court's interest ban (Express 

Tribune, June 25). 
 

 IIFM plans to develop new standards relating to Islamic syndication, liquidity 
management (Pakistan Observer, June 24). 
 

 SAIB commences SAR-denominated Tier 1 Sukuk offering (Zawya, June 24). 
 

 APS Islamic Microfinance goes live with Azentio (IBS Intelligence, June 23). 
 

 Zakat Fund revenue reaches AED148 million in five months (Emirates News 
Agency, June 21). 
 

 Digitalization of Zakat system must to ensure transparency: AJK PM (Pakistan 
Observer, June 20). 
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 Abu Dhabi Islamic Bank named „Islamic Bank of the Year 2022‟ by The Banker 
Magazine from FT (Zawya, June 20). 
 

 MCB Islamic Bank gets capital injection of Rs 4 billion (Business Recorder, June 
17). 
 

 Senegal issues $541 million Islamic Sukuk (Zawya, June 9). 
 

 Fitch sees Islamic banking getting major boost in Pakistan (Business Recorder, 
June 8). 
 

 Size of the Pakistani Islamic finance industry is estimated to have crossed USD 
42 billion at end-1Q22 (Fitch Ratings, June 7). 
 

 CBB Sukuk Al-Ijara oversubscribed in Bahrain (Zawya, June 7). 
 

 Egypt to issue first sovereign Sukuk soon (Zawya, June 6). 
 

 Finance Minister advocates Islamic banking system in Pakistan and terms FSC 
verdict a step in right direction (Express Tribune, June 1). 
 

 Arada Developments set to raise $350 million with debut Sukuk (Reuters, May 
31). 
 

 Volume of Islamic banking in Egypt increased to EGP 434 billion in March (Daily 
News Egypt, May 29). 
 

 CDNS will provide Islamic investment opportunities to its consumers (Profit 
Pakistan, May 27). 
 

 Indonesia raises $3.25 billion in its biggest global Sukuk sale (Jakarta Post, May 
26). 
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Economic and Financial Indicators 
 

Country 

Net 

ODA 

% GNI 

Debt 

Service 

% GNI 

Difference Country 

Net 

ODA 

% GNI 

Debt 

Service 

% GNI 

Difference 

Afghanistan 22.43  0.23 22.21  Maldives 1.43  8.25  (6.82) 

Albania 0.19  7.85  (7.66) Mali 11.18  1.46 9.71  

Algeria 0.10  0.12  (0.02) Mauritania 5.29  3.75 1.54  

Azerbaijan 0.26  4.33  (4.07) Morocco 0.64  4.57  (3.93) 

Bangladesh 1.42  1.14 0.28  Mozambique 12.64  11.50 1.15  

Benin 4.23  1.86 2.36  Niger 11.06  1.41 9.64  

Bosnia 2.30  8.43  (6.13) Nigeria 0.81  1.33  (0.52) 

Burkina Faso 7.50  0.99 6.51  Pakistan 0.79  3.50  (2.71) 

Chad 6.35  1.14 5.20  Senegal 6.37  5.58 0.79  

Comoros 6.68  0.66 6.02  Sierra Leone 14.77  2.25 12.52  

Cote d'Ivoire 2.11  4.10  (1.99) Sudan 6.62  0.75 5.88  

Djibouti 8.43  1.90 6.54  Syria 46.73  0.02 46.71  

Egypt 0.60  3.38  (2.79) Tajikistan 3.81  9.56  (5.75) 

Guinea 4.52  0.95 3.56  Togo 5.68  1.39 4.30  

Guinea-

Bissau 

8.20  1.36 6.84  Tunisia 2.45  8.01  (5.56) 

Indonesia  (0.06) 6.55  (6.60) Turkey 0.11  12.24  (12.13) 

Iran 0.08  0.16  (0.08) Turkmenistan 0.06  4.96  (4.90) 

Jordan 6.28  7.13  (0.85) Uganda 6.10  1.87 4.23  

Kazakhstan 0.03  19.61  (19.57) Uzbekistan 1.91  5.59  (3.68) 

Kyrgyz Rep. 5.55  8.49  (2.94) Yemen 36.98 0.52 36.46  

Lebanon 2.97  41.58  (38.60)     

Source: World Development Indicators 2020 
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Islamic Banking Statistics Up to Q4-2020 
 

Country CAR 
Gross 
NPF 

ROA ROE 
Net Profit 

Margin 
Cost to 
Income 

Bahrain 17.80 8.30 0.40 4.50 13.80 53.20 

Bangladesh 12.70 4 1 22.90 34.30 55.40 

Brunei 19.20 4.80 1.70 13.60 56.50 45.20 

Egypt 19.01 5.77 2.86 32.30 60.10 26.26 

Indonesia 21.60 3.10 1.50 13 19.90 80.10 

Jordan 22.80 2.20 1.70 17.20 49.40 50.60 

Kazakhstan (2019Q3) 33.30 0.20 1.30 4.50 19.50 34.50 

Kuwait 17.70 1.90 1 10.20 23 30.80 

Malaysia 18 1.30 0.70 9.70 28.70 40.70 

Nigeria 16.80 7.80 3.20 41.70 96.80 37.90 

Oman 14.50 2.20 -0.80 -6.20 -23.40 69.90 

Pakistan 16.60 4.10 2.40 39.20 43.60 49.50 

Palestine 15.20 2.50 0.70 8.50 20.70 69.20 

Qatar (2019Q1) 18.30 1.40 0.40 4.40 38.90 11.90 

Saudi Arabia (2021Q1) 18.60 1.20 2.50 19.80 54.30 45.70 

Sudan 11.50 3.50 3.50 67.70 51.20 49.70 

Turkey 17.80 3.40 1.30 16.60 23.10 36.80 

UAE 20.10 6.90 0.80 6.10 20.40 50 

Source: IFSB Data  
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Call for Papers 
 
Emerald Journal of Islamic Accounting and Business Research 
Corporate Governance in Islamic Banking & Finance, Special Issue 
https://www.emeraldgrouppublishing.com/calls-for-papers/corporate-governance-
islamic-banking-finance 
 
The 12-th Foundation of Islamic Finance Conference 2022 (12-th FIFC 2022) 
1st - 2nd October 2022 (Web-based) and 
8th - 9th October 2022 (Face-to-face in Istanbul, Turkey) 
https://submit.confbay.com/conf/12-th_fifc_2022 
 
10th ASEAN International Conference on Islamic Finance (AICIF 2022) 
6 – 8 December 2022, Kuala Lumpur, Malaysia (Physical & Virtual) 
https://submit.confbay.com/conf/aicif2022 
 
The 8th International Islamic Monetary Economics and Finance Conference 
5th – 6th October 2022, Online Webinar 
https://submit.confbay.com/conf/iimefc2022 
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