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“To speak a kind word and to 
forgive people's faults is 
better than charity followed 
by hurt. Allah is All-Sufficient, 

All-Forbearing.  
 
[Al-Baqarah: 263] 

“The Prophet (ملسو هيلع هللا ىلص) said, ‘Your 
smiling in the face of your 
brother is charity, 
commanding good and 

forbidding evil is charity, your giving 
directions to a man lost in the land is 
charity for you. Your seeing for a man 
with bad sight is a charity for you, your 
removal of a rock, a thorn or a bone from 
the road is charity for you. Your pouring 
what remains from your bucket into the 
bucket of your brother is charity for 
you.” [Jami-e-Tirmidhi, Chapter on 
Good Deeds, Hadith No. 1956] 
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Research Note 

 

Distinction and Compatibility between Islamic and Mainstream Framework 

 
Salman Ahmed Shaikh 
 
This article highlights the points of 
distinction and compatibility between the 
Islamic and mainstream economics 
framework. The distinction comes in the 
decision horizon and the addition of moral 
filters in the choice set.  
 
The difference also appears explicit when 
one looks at the encouragement and 

incentive structure for pure altruism in a 
two-worldly Islamic framework. The 
distinction is even deeper in values 
whereby the Islamic framework 
encourages contentment, pure altruism 
and self-less behaviour while the 
mainstream economics framework is at 
best neutral between the moral content 
of economic choices. 
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This reflects in policy implications; 
whereby, in the mainstream economics 
framework, policy intervention is either 
suggested to be avoided with belief in the 
Pareto-efficient outcome of competitive 
markets or even when the intervention is 
tolerated, it is required to follow the 
principle of Pareto-improvement.  
 
Though, the practical public policy 
bypasses these theoretical policy 
implications and does favour excise tax on 
luxuries, subsidies on essential 
consumption goods and provision of public 
goods, which are funded from progressive 
taxation.  

 
On the other hand, Islamic framework 
does not need to resort to ad-hoc policy 
interventions. In the Islamic framework, 
enacting policies to promote Maslaha 
(social interest) and remove Mafsadah 
(social harm) govern the policy 
framework.  
 
Islamic jurisprudence suggests that in the 
presence of two adverse outcomes, the 
one whose harm is greater is to be avoided 
on priority. Furthermore, severe injury 
can be removed by lesser injury. Table 
below gives a summary of the distinctive 
features in both frameworks. 

 

Mainstream Economics Framework Islamic Framework 

The economic objective of a consumer is 
to gain maximum satisfaction when 
endowed with some positive, but finite 
resources. 

Ultimate lifetime objective is to 
achieve Falah in both worlds and please 
Allah and this governs all human choices 
and actions. 

Decision horizon is confined to this life. Decision horizon incorporates a two-
worldly view of life. 

No cultural and institutional constraints 
beyond the law of the land. 

Besides the law of the land, the 
preferences are shaped and influenced by 
moral imperatives. 

Consumption set in every period is 
unrestricted. 

Moral filter on consumption choice set. 
Thus, some missing markets. 

Endowments can be obtained by 
providing labour for any gainful 
employment. 

Endowments can be obtained by 
providing labour in permissible 
occupations. 

Can use all means of investments to earn 
a return on savings. 

Can use only Shari’ah compliant 
investments to earn a return on savings. 

Can use interest based borrowings to 
increase/maintain consumption. 

Can use only Shari’ah compliant finance 
to obtain specific durable goods. 

Non-Satiation with respect to material 
goods. 

Encouragement for pure altruistic 
behaviour. 

Old people can dis-save all wealth by self-
consumption or leave bequests. 

Old people cannot leave bequests which 
are more than one-third of their wealth. 

Policy intervention has to result in Pareto 
improvement in theory. Generally, the 
practice uses ad-hoc intervention. 

Promoting Maslaha (social interest) and 
removing Mafsadah (social harm) govern 
policy. 
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IEP Forum on FSC Riba Verdict IV 

 

Participants 

 

Mufti Khawaja Noor ul Hassan 

Senior Vice President, Resident Shari’ah Advisory Board Member 

Sirat, Habib Metropolitan Bank 

 

Muhammad Raza Ali Sheikh 

Chief Executive Officer – Halal Alternative Solutions (HAS) 

 

Dr. Anwar Shah 

Associate Professor, Quaid-e-Azam University 

 
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 Mufti Khawaja 
Noor ul Hassan, Muhammad Raza Ali Sheikh and Dr. Anwar Shah. 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. 
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Question: What is your take on the 
decision by Federal Shari’ah Court of 
Pakistan on Riba? 
 
Mufti Khawaja Noor ul Hassan: The 
decision is appropriate. It is a very 
detailed decision after a detailed 
working. Now, implementation is key. The 
verdict shall become a catalyst for change 
in the regulatory framework and then 
transformation of financial and economic 
structure of the country. 
 
Muhammad Raza Ali Sheikh: The decision 
is good. But, it is not productive to have a 
third verdict in three decades. The first 
verdict was enough to be implemented 
but 67 appeals were raised against it. 
Unnecessary delaying tactics were 
employed to waste time. At least, we 
have the right decision now. But, 
implementation is key. 
 
Dr. Anwar Shah: It is indeed the right 
decision. It is quite detailed. The decision 
has summed up the debate by giving 
authentic references. Every argument 
that could be conceived for creating room 
for bank interest has been properly 
answered and refuted with authentic 
references. It is worth reading due to its 
academic rigour and comprehensiveness. 
The current judges shall be appreciated 
who had avoided further delay and given 
this verdict eventually in a clear way. 
 
Question: Do you think that it is possible 
to implement the verdict on 
transformation of economy on interest 
free basis in 5 years? 
 
Mufti Khawaja Noor ul Hassan: It is 
possible provided there is thoughtful 
planning, committed efforts and 
regulatory impetus. To overcome some 
challenges, more efforts will be required. 

Conventional banks are used to having 
‘risk free returns’ through money market 
and derivatives. Onus is on conventional 
banks with Islamic banking branches to 
transform their product line and engage in 
transformation and conversion without 
wasting time.     
  
Muhammad Raza Ali Sheikh: It is very 
much possible. In fact, I think too much 
time is given for implementation. Already 
we see signs of complacency and 
procrastination. In our part of the world, 
promises which are stretched too much in 
far future only promote relaxed attitude. 
 
If there is will, the transformation is 
achievable inside five years. Part of the 
work needed in product development is 
already done. We do not need pilot 
testing. We already have successful 
Islamic financial institutions operating in 
banking, asset management, Islamic 
insurance and venture capital. There have 
been a variety of Sukuk issued in past, 
both by the corporate sector and also by 
the government. Such Sukuk have been 
subscribed successfully in the domestic 
market as well as in the international 
market. 
 
Dr. Anwar Shah: It is indeed possible. 
There is no need for linear approach. 
Several institutions can be transformed 
simultaneously. Policy direction and 
regulatory impetus needs to be there. 
This requires political will and 
commitment. 
 
A task force shall be established and must 
be given authority. There are two major 
regulators governing the monetary and 
fiscal side of private and public finance in 
Pakistan. Both need to show commitment 
to reform the monetary and fiscal 
operations on Riba free basis. 
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Islamic banking is a reality. It has 
achieved 20% market share. Even before 
the verdict, the central bank had 
envisioned for Islamic banking to achieve 
30% market share in next few years. Initial 
steps take time and the journey for 
achieving the first one-fifth of the market 
share from interest based banking has 
already been successful. With 
transformation of Faysal Bank, we have a 
successful story of how to transform a big-
size bank into a full-fledged Islamic bank. 
Such restructuring and conversion in other 
banks too can expedite the market share 
growth. 
 
Question: What are the measures which 
can be taken to showcase the full 
potential of Islamic finance? 
 
Mufti Khawaja Noor ul Hassan: Action 
plan needs to be developed at different 
levels for different tasks. Banking, mutual 
funds and insurance can be Islamized with 
readily available products which fulfil the 
economic needs competitively. 
 
New branches which are opened from now 
onwards must all be Shari’ah compliant. 
Going in reverse direction needs to be 
stopped. Conventional banks with Islamic 
banking windows need to urged to submit 
conversion plan. The sooner this process 
starts, the closer we will be to achieve the 
aims in 5 years. 
 
Instead of complacency and speculation, 
we shall start work. Thorough planning 
and setting targets is essential. 
Committees have been formed in past, 
but then no action was taken. We would 
not be able to expedite the process if the 
intention of making powerless 
committees is just to contain pressure 
while not implementing the 

recommendations of these committees. 
We have seen that in past and it must not 
repeat this time if we seriously want to 
transform the economy on Riba-free 
basis. 
 
The central bank’s strategic plan which 
targets 30% share of Islamic banking in 
next few years needs to be revised and 
revisited in the light of Federal Shari’at 
Court verdict. But, so far, no commitment 
has come in this regard.   
 
The five-year timeframe is given by 
Federal Shari’at Court. But, there seems 
to be no urgency among the regulators to 
develop an action plan and constitute a 
high-level committee which can steer the 
transformation process. 
 
In the context of Pakistan, there are 
already many issues of bad governance 
and lack of co-ordination. Regulators can 
play a crucial role in providing impetus 
and ensuring co-ordination by giving 
targets. Unless regulatory institutions 
force the agenda, the pace will not be 
picked and urgency will not be felt.   
 
Muhammad Raza Ali Sheikh: Sincerity 
and political will is critical. There are 
some steps which banks can take. Islamic 
banking institutions are providing 
financial solutions in consumer finance 
and corporate finance. There are some 
measures which only regulators can take. 
For instance, Islamic banks and experts 
can suggest an alternate benchmark rate, 
but it is the regulator who has to approve 
and sanction the alternate benchmark 
rate for Islamic finance. In Pakistan it’s 
pending since February 2012 till date. 
 
Then, there are certain steps which only 
government can take. For instance, laws 
can only be reformed by the government. 
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Onus is also on public representatives in 
national assembly to steer amendments in 
existing laws and bring new bills in the 
national assembly to ensure legal 
impetus. 
 
The delaying tactics were used by 
government itself in past to put the issue 
of Riba-free banking and economy on the 
back burner. Such tactics must not be 
used and no one should be encouraged to 
employ delaying tactics. By these tactics, 
we are only extending our war (Naozo-
Billah) against Allah Subhanahu-wa-Talah 
and His Messenger Prophet Muhammad 
(Peace & Blessings Be Upon Him). We 
need to think that is this a right approach? 
 
The concern which government officials in 
the ministry of finance may have is that 
from where and how they will cover the 
fiscal deficit if they cannot issue treasury 
securities. This concern is mainly due to 
of lack of awareness and ability to think 
out of the box. Sukuk can be an 
alternative for treasury securities. The 
modalities can be developed by the 
Shari’ah experts. But, there shall be a 
body or department in Ministry of Finance 
which should be given the task to reform 
government borrowing on Riba-free basis. 
 
It is in the best interest of government to 
embrace Islamic modes of financing. 
Islamic financial institutions have liquidity 
and more appetite for longer maturity 
instruments. There can be an active 
secondary market. In Islamic instruments 
of finance, every institution can invest. 
But, Islamic banks cannot and would not 
invest in Riba-based treasury securities. 
Therefore, by using the Islamic modes of 
financing, the government will be able to 
source finance from a larger group of 
retail and institutional investors, both 
domestically and internationally.   

 
Dr. Anwar Shah: There should be a task 
force or committee in the Ministry of 
Finance as well just like there is an 
exclusive Islamic banking department at 
State Bank of Pakistan. The committee 
shall look to reform the Directorate of 
National Savings and its schemes to 
eliminate Riba. Islamic banks offer non-
checkable investment schemes for 
medium to long term maturities. Hence, 
it is very much possible to reform the 
interest-based national saving scheme 
instruments on Riba-free basis. 
 
Secondly, the treasury securities shall be 
replaced by Sukuk and other feasible 
alternatives which are free from Riba. The 
product development work is almost 
ready in most cases and will not take 
much time in new directions as well. 
 
There is a need to include those policy 
experts in the driving seat of major 
regulatory institutions which have an 
orientation to use Islamic finance 
alternatives and who have dedicated their 
lives in developing Islamic financial 
alternatives and institutions. If the chief 
policymaker is not convinced and 
committed to use Islamic finance options 
and get rid of Riba-based financing 
options, then things may get stuck and not 
move beyond books and seminars.        
 
Given the lax in implementation, the 
Prime Minister Secretariat also need to be 
proactive to reduce red tapism and steer 
the reforms to speed up transformation. 
 
Question: What are the important 
obstacles that can be encountered along 
the way of transformation process? 
 
Mufti Khawaja Noor ul Hassan: Banks 
give more importance to the central bank 
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as the chief regulator. Central bank can 
give targets, performs audit, ensures 
compliance, gives incentives, penalizes if 
instructions are not followed and can even 
revoke licenses if banks operate in breach 
of regulations. 
 
Banks do not give as much importance to 
the Federal Shari’at Court decision. 
Federal Shari’at Court on its own cannot 
regulate banks and their operations 
directly. It has issued a judgement to 
provide conceptual and academic clarity 
on bank interest being Riba. But, unless, 
the regulators commit to comply with the 
verdict, banks on their own will be 
complacent. 
 
Faysal Bank has transformed itself 
towards becoming a full-fledged Islamic 
bank. But, the other 17 banks do not have 
the same level of enthusiasm and urgency 
to transform their institutions by their 
own discretion. Even when Faysal Bank’s 
management itself wanted to transform 
the bank as full-fledged Islamic bank, it 
still faced issues of closing and 
transforming legacy products and 
operations in consumer finance, 
derivatives and money market. 
 
So, regulatory impetus holds key going 
forward. If regulators want to genuinely 
strive towards implementing the Federal 
Shari’at Court verdict, they shall allow 
legal reforms, develop action plan for 
transformation and ensure commitment 
of financial institutions by giving them 
concrete targets.   
 
Muhammad Raza Ali Sheikh: Taking the 
measures which I highlighted in my 
answer to the previous question can also 
become obstacles if not taken. Delaying 
tactics, appeals, ignoring regulatory 
reforms and not setting targets and 

milestones will result in wastage of more 
time. 
 
Even if there was apprehension about how 
Islamic finance would work in early 1990s, 
the current time period is different. 
Islamic banks maintained their growth 
momentum, captured one-fifth of the 
market and have shown appetite to 
subscribe Sukuk issued by the government 
or state owned enterprises. Almost all 
conventional banks have Islamic banking 
branches, and human resource to conduct 
Islamic banking. Therefore, transforming 
the financial system is not that complex if 
the will and intention is there. 
 
There is another obstacle which is to deal 
with international establishment. USA has 
major influence on Pakistan’s economic 
policies directly. The influence of USA on 
international development finance 
institutions has pushed Pakistan into a 
weak bargaining position. 
 
This economic crisis on the external front 
has been a result of weak economic 
policies and steps taken in the past. But, 
given this reality, a tactful approach shall 
be adopted. Islamic development bank 
and Muslim majority countries may also be 
approached for bilateral and multi-lateral 
financial assistance. Finance is no long-
term permanent solution for wrong 
economic policies. Therefore, economic 
policies shall be developed to ensure self-
sufficiency and independence from debt. 
 
Dr. Anwar Shah: Political will and 
committed efforts are required. These are 
the most critical factors to achieve 
successful transition. Islamic finance is 
not price-free financial intermediation. It 
allows commercial financial 
intermediation provided the stipulations 
of Shari’ah are followed and a real link 



ISLAMIC ECONOMICS PROJECT|MORAL REFLECTIONS ON ECONOMICS|VOL 2, NO. 8 AUG 2022 8 

 

with economic and productive enterprise 
is not lost. A lot of non-Muslim majority 
countries have taken initiative to use 
Sukuk as an instrument in public finance 
including United Kingdom, Luxembourg 
and Hong Kong. Therefore, external 
sector public finance can also use variety 
of Sukuk structures in both direct and 
indirect finance. Pakistan has also issued 
Sukuk in global markets which have been 
oversubscribed. 

 
Therefore, the impediment is not so much 
in product development or in product 
variety. It is in ensuring committed efforts 
with political will by policymakers who in 
their heart must feel the urge to move 
beyond Riba. 
 
 

 

Book Review 
 

Title: 
Islamic Banking: Growth, 
Stability and Inclusion 

 

Editors: 
Nafis Alam and Syed Aun 
Raza 

Publisher: Palgrave 

 

 

This book presents a discussion on three 
contemporary themes related to Islamic 
banking. First is the resilient growth this 
sector has had across the world, 
especially since the beginning of twenty-
first century.   
 
The growth momentum has been spurred 
by features of stability which has shown 
Islamic banking to be resilient during and 
after the financial crisis of 2007-2009.  
 
Furthermore, with vast majorities of 
people in the Muslim world having limited 
access to financial services together with 
a reluctance to use interest-based 
services presents a window of opportunity 

for Islamic banks to bring financial 
inclusion through greater outreach to 
serve the latent demand.  
 
The content of the book is divided into 
several chapters. The first chapter 
introduces readers to existing research 
and literature in the field and highlights 
areas of potential scholarly development 
within Islamic banking studies.  
 
The chapter discusses the areas and issues 
that have been covered intensively in the 
recent literature, and also helps to 
identify the areas that have received 
relatively less attention.  
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In Islamic banking, research areas such as 
growth, efficiency, determinants of 
profitability and risk management had 
generated greater scholarly research 
interest. Furthermore, investment 
performance analysis of passive and 
active portfolios, market efficiency 
analysis and event studies had also been 
done in the literature. But, the recent 
literature had focused less on economic 
analysis of Islamic banking.   
 
There is established amount of literature 
that presents the positive impact of 
banking development on economic 
growth, which attracts attention and 
debates whether Islamic banking would 
also have a similar impact and how Islamic 
banking could impact the economic 
stability?  
 
The second chapter examines the impact 
of the development of Islamic banking on 
economic growth and volatility by using a 
sample of 21 OIC member countries 
having both Islamic and conventional 
banks for the period of 2007–2013. Results 
show that, even though Islamic banking is 
relatively smaller in size, it is found to be 
conducive to economic growth but does 
not impact economic volatility.  
 
In 2017, 3 out of 46 OIC countries had less 
than 20% population holding bank 
accounts. Nonetheless, still 32 out of 46 
countries had less than half of the 
population holding bank accounts in OIC 
member countries.  

 
Thus, this presents a challenge as well as 
an opportunity for Islamic banks to 
increase their outreach toward fostering 
inclusive finance in the OIC countries.  
 
The results in the fourth chapter show 
that Islamic banks are performing well in 
using marketing efforts to generate 
meaningful financial and nonfinancial 
performance. More awareness and greater 
attention to outreach is needed to spur 
the growth in the sector further. 
 
The book also discusses the Islamic bank’s 
retail financing, instruments, and 
operations. The discussion demonstrates 
that it is essential to have a banking 
system based on Shariah principles that 
fulfill the needs of Muslim consumers.  
 
The book explains various personal 
financing products, their underlying 
Islamic contracts, and their 
computational mechanisms with 
appropriate examples. It also critically 
evaluates the products of Islamic bank’s 
retail financing.  
 
The availability of various personal 
financing instruments in Islamic banks 
allows Muslim consumers to achieve their 
financing needs. Moving forward, it is 
suggested that a greater variety of 
instruments that invite fewer Shariah 
issues must be offered in the market to 
ensure a more vibrant Islamic banking 
system.         

     

 

 

 

 



ISLAMIC ECONOMICS PROJECT|MORAL REFLECTIONS ON ECONOMICS|VOL 2, NO. 8 AUG 2022 10 

 

Research Paper in Focus 
 
Paper Title: Islamic Finance Involvement in Supply Chain of Financed Assets: A Library 

Research and Systematic Literature Review 
Author:  Zubair Ahmed, Dr. Mohd Adib Ismail, Dr. Lokhman Hakim Osman, Assoc. 

Prof. Zizah Che Senik 
Publisher:  Turkish Journal of Islamic Economics, 9(2), 49 – 71. 
 
 
This paper is a novel attempt to analyze 
the involvement of Islamic financial 
institutions in supply chain of financed 
assets. It argues that since Islamic bank 
has to have ownership and possession of 
the asset besides undertaking risk of the 
asset in trade and lease contracts, Islamic 
bank has to engage more intently in 
supply chain than the conventional bank. 
 
Conventional bank simply provides a 
monetary loan, which in some cases is 
provided for the purchase of an asset and 
in some cases, it does not involve 
purchase of an asset. However, 
conventional bank has no concern with 
the asset, its usability and its ownership 
related risks. 
 
On the other hand, Islamic bank has to 
ensure that it has ownership and 
possession of the asset before it can sell 
or provide the asset on lease to the client. 
In Murabaha, the asset is soon sold to the 
client usually on deferred payment basis 
after the purchase. However, in Ijarah 
and Diminishing Musharakah contracts, 
the asset ownership risk is borne for a 
longer duration. 
 
Nevertheless, in order to mitigate its risk, 
Islamic bank locks the credit price in 
deferred payment sale and rental 
schedule in lease based financing by 
obtaining unilateral undertaking from the 
client which is legally binding on the 
client.  

 
Even though there is a reasonable business 
case for doing that, it effectively makes 
the Islamic financing as secure as 
conventional for the financier. Since only 
constructive possession is taken and client 
is made agent in facilitating the purchase 
of asset for the Islamic bank in the first 
leg of transaction in Murabaha, the 
apparent distinctive engagement of 
Islamic bank in supply chain merely 
becomes ceremonial at best.  
 
In Salam and Istisna contracts as well, the 
client is made agent to sell the asset. 
Furthermore, by taking Takaful for the 
asset and adding its cost in the price and 
rent of the financed asset, the cash flows 
and effective risk taking become very 
much similar to conventional banking. 
 
That is why, Islamic banking receives the 
criticism of being similar to conventional 
banking in final outcome and economic 
effect. Nonetheless, Shari’ah compliance 
is a different matter. Pioneer scholars 
who have developed Shari’ah compliant 
product structures also have suggested to 
use equity based modes of financing 
which are more distinct in their structure, 
risk sharing and cash flow commitments.  
 
Since the product structures to finance 
particular financial needs are limited in 
Islamic finance, it can even become a 
hurdle to provide financing to financially 
distressed firms who do not have need for 
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asset acquisition, but for managing their 
financing needs in working capital 
management.  
 
Even though Salam and Istisna financing 
provide solution for working capital 
finance, their share in overall financing is 
very minimal and these modes are only 
used to finance relatively more stable 
corporations. 
 
In Pakistan, Islamic banks have much less 
ratio of total financing provided to 
agriculture and SMEs as compared to the 
conventional banks. On the other hand, 
Islamic banks provide greater proportion 
of financing to corporates as compared to 
conventional banks. Hence, conventional 
banks are financially inclusive to a much 
greater cross section of commercial 
enterprises as compared to Islamic banks.  
 
With limited outreach and product 
variety, Islamic banks are relatively less 
effective in checking market 
concentration and supply chain 
bottlenecks if they occur.  
 
Looking at the predominant use of debt 
based modes of financing with an average 
cost of finance which exceeds the cost of 
financing from conventional banks, it is 
hard to concede that Islamic banks are 
doing any better in facilitating supply 
chain management issues than 
conventional banks.  

 
Case in point is huge circular debt in 
energy sector of Pakistan. Issuance of 
more Sukuk and debt based modes of 
financing has not and cannot help in 
managing liquidity any better than 
conventional banks.  
 
There is fixed cost of repayment 
commitment with the difference in nature 
of payoffs, i.e. credit price or rents 
replacing explicit interest payment. 
However, cash flow commitment is fixed 
and rather more challenging with 
relatively higher average cost of finance 
in Islamic banking in Pakistan currently.    
 
Having said that, this paper is a welcome 
research in this area to explore 
involvement of Islamic bank in the supply 
chain, both currently and in future. It also 
proposes distinct structures in Islamic 
finance which can enable more involved 
engagement of Islamic bank in the supply 
chain.  
 
By integrating social finance structures, 
such as Waqf with equity based modes of 
financing, the paper sheds light on how 
integrated finance can be more inclusive 
as well as egalitarian. In future research, 
the authors may like to explore potential 
of Islamic banking in value based 
intermediation and global value chains. 
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Reflections: Rational Response to Unobservable Absurdities 
 
Scientists who do not believe in God know 
that science can neither prove nor 
disprove God. But, they try to demean the 
importance of existential questions with 
casual remarks. Prof. Richard Dawkins 
once said that God’s existence cannot be 
disproved just like it cannot be disproved 
that a flying horse exists or fairies live 
beneath the garden. 
 
First of all, it does not come under the 
domain of science to be an arbiter in such 
matters. It is the limitation of science, 
but not of human rationality. Human 
rationality is not confined to believing 
only in physically observable realities. 
Even though Prof. Lawrence Krauss thinks 
that the ultimate arbiter of truth is 
experiment, science would come at a 
standstill when faced with realities that 
are not physical. Science would not tell us 
about the motive, will and morals 
definitively. 
 
It is correct that not all beliefs are true. 
Some are mere superstitions. A belief can 
be true or false. If we cannot prove or 
disprove God from scientific method 
alone, then we need to evaluate a belief 
by using other faculties other than 
physical senses, such as logic and 
philosophy. If a concept dates back to 
history, then we ought to evaluate history 
and archaeology. If the concept is written  

 
in a book and millions of people attribute 
their held views to that book, then one is 
ought to read and evaluate information in 
that book. Curiosity demands this 
continuous probing from a person who is 
interested in seeking reality, knowledge 
and truths. 
 
From the perspective of science, take the 
unprovable proposition that there exist 
unobservable fairies beneath the garden. 
When the human rationality would 
understand that this is an unobservable 
proposition, it would employ other 
faculties to probe it further rather than 
relying on experiments or physical senses. 
  
For instance, ask who believes that fairies 
exist beneath the gardens. If none, then 
we do not need to find an answer to an 
irrelevant hypothetical belief as to 
whether it is true or false. If someone 
does believe in unobservable fairies 
beneath the garden, we need to see what 
question it answers for him/her and what 
is the source of this answer? This kind of 
logical probing will be done to all kinds of 
beliefs, whether it is existence of unicorn 
or tea pot orbiting around some distant 
planet. It should be clear that how 
probing unobservable claims can be 
debunked through logic and rationality, 
whereas science on its own cannot resolve 
unobservable absurdities definitively.    
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Market News 

 
 CIMB Islamic Bank kicks off second edition of iTEKAD CIMB Islamic Rider 

Entrepreneur Programme (New Strait Times, Aug 22). 
 

 Growth in Saudi Arabian banks stood at 2.7%, while UAE banks showed flattish 
net profits during Q2-2022 (Zawya, Aug 22). 
 

 Intense competition will continue to weigh on Islamic insurers’ earnings: S&P 
(Reinsurance News, Aug 22). 
 

 Bahrain Islamic Bank launches ‘end-to-end’ mobile account for corporates 
(Zawya, Aug 21). 
 

 Saudi's Maharah obtains over $96 million loans from Al Rajhi Bank, Saudi British 
Bank (Zawya, Aug 21). 
 

 Waqf Board in India mulling to revise rate of their properties (The Dispatch, Aug 
20). 
 

 Waqf Board imposes ban on receiving of donations forcibly at Ziyarats (Greater 
Kashmir, Aug 18). 
 

 Saudi Arabia leads the world in domestic Sukuk sales with 185% jump to $14 
billion (Arab News, Aug 18). 
 

 Islamic fintech transactions in Malaysia are expected to reach $128 billion (RM 
572.16 billion) by 2025, up from $49 billion in 2020 (Malaysian Reserve, Aug 16). 
 

 Al-Ataa Islamic Bank signs for ICS Banks Islamic platform from ICSFS (Zawya, Aug 
16). 
 

 Pak-Qatar General Takaful sign MoU with ICAP (Islamabad Post, Aug 15). 
 

 CBB Sukuk Al-Salam Securities oversubscribed (Zawya, Aug 15). 
 

 Pakistan’s Sukuk Based Borrowing Crosses Rs. 2 Trillion (Pro Pakistani, Aug 12). 
 

 NAZAS accomplish 100 million target in Zakat collection in Nigeria (The Guardian, 
Aug 12). 
 

 Indonesia raises Rp 10.64 trillion from state Sukuk auction (Pakistan Observer, 
Aug 12). 
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 AJK cabinet approves amendment in Section 12 of Zakat, Ushr Act 1985 (APP, 
Aug 11). 
 

 Abu Dhabi Islamic Bank Egypt’s second phase of rights issue oversubscribed by 
344.4% (Zawya, Aug 10). 
 

 Zakat Fund provides QR 12.3 million aid in July (The Peninsula, Aug 8). 
 

 Kenyans embrace Islamic banking as demand soars (Pakistan Observer, Aug 5). 
 

 Saudi Arabia eyes global Islamic finance hub status through new index (Salaam 
Gateway, Aug 4). 
 

 BlueBox launches Shariah-compliant technology fund (Zawya, Aug 4). 
 

 KS Relief Signs Agreement with Lebanon's Zakat Fund (Ashraq Al Wast, Aug 4). 
 

 Fitch expects ESG Sukuk to remain a key issuance theme in core Islamic finance 
jurisdictions on back of increasing government initiatives focusing on 
sustainability and economic diversification (Fitch Ratings, Aug 3). 
 

 The IILM successfully reissues $1.03 billion short-term Sukuk (Zawya, Aug 3). 
 

 Providing Sharia-compliant pension options for Muslim employees is a must (HR 
Grapevine, Aug 2). 
 

 Global outstanding Sukuk is estimated to be about $711.3 billion as of end-2021 
(Asian Investor, Aug 2). 
 

 ADIB named as the Most Innovative Islamic Bank by Islamic Finance News (Zawya, 
Aug 1). 
 

 CDNS sets target of Rs 55 billion for Islamic investment in FY23 (The News, Jul 
31). 
 

 CBO’s planned Islamic money market instruments positive for sector: Moody’s 
(Muscat Daily, Jul 23). 
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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 
https://submit.confbay.com/conf/aicif2022 
 

6th World Islamic Economics and Finance Conference (WIEFC 2023) 

Minhaj University Lahore, Pakistan, 28 and 29 January 2023 

https://submit.confbay.com/conf/wiefc2023 

 

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/com pany/ is lamic -economics-project  

 
https ://twitter.com/iepresearch  

 

mailto:islamiceconomicsproject@gmail.com
http://www.islamiceconomicsproject.com/
http://www.facebook.com/IEProject
https://pk.linkedin.com/company/islamic-economics-project
https://twitter.com/iepresearch

