
Editor’s Notes
The Holy Qur’an and the noble Sunnah contain ample evidence that Islam is NOT an 
anti-developmental religion. Firstly, Islam considers work and productivity to be of 
vital importance, as clearly demonstrated by the Qur’anic verse in which The Almighty 
Allah addresses Mary at the time of her giving birth to Jesus (PBUH): “And shake 
towards thyself the trunk of the Palm-tree: It will let fall fresh ripe dates upon thee” 
(Qur’an, 19, 25). Allah Almighty bid Mary to perform this act even though a team of 
strong men performing the same action would not make the dates fall. The lesson of 
this symbolic motion is that all are expected to put forth their utmost eff ort at all times. 
No rewards are to be expected without exerting due eff ort.

It has been narrated that the Prophet (PBUH) said “earning a lawful (halal) living is an 
obligation (fard) after obligatory worship” (al-Tabarani; al-Baihaqi). Contrary to those 
who claim that Islam is solely focused on the next life, the Prophet (PBUH) stressed 
the importance of being productive and contributing to society right until the very end. 
In an authenticated hadith, the Prophet (PBUH) urges “if the moment of the truth (the 
end) arrives while one of you has a little plant in his hand, he should go ahead and plant 
it if he can.” A golden rule that guides Muslims through their eff orts to reach a balance 
between life on Earth and eternal life exhorts them to “prepare for their worldly life 
as if they are going to live forever, and prepare for the hereafter as if they are dying 
tomorrow.” 

Secondly, Islam is a religion of moderation, even in fulfi lling religious duties. “Thus 
have we made of you an ummah justly balanced” (Qur’an, 2, 143). The Prophet (PBUH), 
upon noticing that a man was spending much time at the mosque beyond prayer times, 
inquired whether the man had a family to care for. “Yes Allah’s messenger,” replied 
the man. “Who provides for their needs?” asked the Prophet (PBUH). “My brother,” 
answered the man. “Your brother is more pious and devout than you are,” declared the 
Prophet (PBUH). 

Thirdly, Islam presents Muslims with an ongoing and open challenge to engage and 
excel in all disciplines of knowledge (Ali, 1983). “Those truly fear Allah, among His 
Servants, who have knowledge” (Qur’an, 35, 28). This verse unambiguously refutes 
any accusation that there exists a fundamental contradiction between Islam and reason. 
Knowledge enjoys a high prominence in Islam and is a legitimate basis for exaltation. 
“Allah will exalt those who have Faith amongst you, and those who have knowledge 
to high ranks” (Qur’an, 58, 11). The Prophet Muhammad (PBUH) also stressed the 
critical role that knowledge and reason play in the well-being of individuals and 
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societies alike. “If a son of Adam dies, his good deeds come to an end except for three: 
charity that keeps providing benefi t, knowledge that people still benefi t from, and a 
pious child who supplicates for him” (Muslim).

Islam endeavours to build a dynamic open-minded nation based on knowledge in all 
facets of life. “… O my Lord! Advance me in knowledge” (Qur’an, 20, 114); “Are 
the possessors of knowledge equal with those who possess not knowledge? It is the 
possessors of understanding that are mindful” (Qur’an, 39, 9). The Prophet (PBUH) 
commanded all Muslims to seek productive and positive knowledge: “Seek knowledge 
from the cradle to the grave,” because “seeking knowledge is an obligation upon every 
Muslim” (Ibn Majah; Muslim). He further demanded that acquired knowledge be put 
at the service of the ummah because everyone will be asked at the Day of Resurrection 
about fi ve matters: “On what he spent his years, in doing what he made his youth pass 
away, where he acquired his property from, what he spent his money on, and what he 
did with his knowledge” (al-Tirmithi).

Islam considers the quest for knowledge to be an ongoing activity not bound by 
physical boundaries or temporal restrictions. While the purpose of acquiring benefi cial 
knowledge is to employ it for the good of the ummah, the rewards of pursuing 
knowledge are two-fold: in addition to contributing to the well-being of the ummah it 
also brings ongoing benefi ts to the Muslim scholar even after his or her worldly life 
ceases. 

Fourthly, Islam is a religion of empowerment. It aims at creating a productive society 
with positive attitudes towards the hereafter without discounting the worthwhile 
pleasures of this worldly life.  Islam does not impose any limits on what one may 
achieve. Muslims are always challenged to realise their full potential and reach new 
horizons while preserving their identity and conforming to their value system. In his 
explanation of the Qur’anic verse avowing that “a person can have nothing but what 
he/she strives for” through labour (Qur’an, 53, 39), Ansari (1977, p. 374) proposed 
that this verse “lays down the law that value lies in labour,” thus epitomizing the high 
regard that Islam holds for productive work. 

The majority of researchers who have attempted to investigate the impact of Islam on 
the attitudes and actions of Muslims towards economic progress have overlooked a 
simple but fundamental fact: the notion of development in Islam takes on a diff erent 
meaning, one that does not conform to the Western perspective of ‘development’. 
Islam considers economic development (economic well-being) to be a natural outcome 
of the realisation of spiritual well-being. Hence economic development, while surely 
important, is not the overriding ambition of development from an Islamic perspective. 
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Therefore, when development in an Islamic country is measured against Western 
standards, the conclusion is predictable: Islam, at its best, is not a developmental 
religion. Furthermore, Western thinkers read about Islam through the actions of 
(some) Muslims and understandably assume that Muslims as individuals and states 
authentically live out Islam, whilst the reality – as demonstrated through the accounts of 
Saudi entrepreneurs in Chapters 6 and 7 – does not always conform to the expectations.

The fi rst paper is about global banking regulations. The general consensus of the 
previous research literature indicates that there are several improvements that need to 
be made for Islamic bank regulation to become eff ective. This paper examines a survey 
administered to Islamic fi nance stakeholders from 41 countries on the current status 
of Islamic bank regulation in their respective jurisdictions. We hypothesize that the 
current status of Islamic bank regulation is in the developmental stage and that further 
improvement and development is required to foster growth in the Islamic banking 
industry. The survey results shed light on what steps should be taken to develop Islamic 
bank regulation in OIC member countries. 

The second essay is about Islamic fi nance and fi nancial inclusion in Bangladesh. 
Though Bangladesh has achieved worldwide recognition as a star performer in interest-
based conventional microfi nance programs, it still has not explored its full potential in 
using Islamic microfi nance to alleviate poverty and inequality by promoting fi nancial 
inclusion among unbanked people. The antipoverty programs of NGOs during the 
past three decades have generally been successful in serving the moderately poor but 
have failed in reaching the extremely poor, mainly due to high rates of interest and 
operational costs, lack of customized products, and the reluctance of religious people 
to participate in interest-based programs. Given this, the present paper focuses on the 
concepts and models of Islamic microfi nance and its eff ectiveness as a tool of fi nancial 
inclusion in Bangladesh. This paper suggests necessary policy measures for building 
a vibrant Islamic microfi nance market that caters to the demands of all categories of 
poor, in particular the extremely poor.

The third essay is about Zakāt collection in Pakistan. While Islamic economics is 
replete with literature highlighting the welfare potential of Zakāt, very few empirical 
studies have undertaken any quantitative estimation of potential Zakāt collection. In 
this study, we attempt to estimate potential Zakāt collection at the economy-wide 
level to assess the ability of Zakāt to improve the welfare of Pakistan. We estimate 
economy-wide Zakāt collection by including heads like Zakāt on agriculture produce, 
value of livestock, tradable inventory, currency in circulation, foreign exchange 
reserves, estimated gold and silver deposits, and fi nancial assets such as investments 
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in National Savings Scheme (NSS), mutual funds, stock market capitalization, pension 
schemes, and remunerative bank deposits. Our estimates suggest that Zakāt collection 
in Pakistan could reach up to 7.25% of GDP depending on which approach is used to 
institutionalize Zakāt in the economy.  We argue that Zakāt collection can be adequate 
in eff ectively dealing with poverty gap funding defi cit in Pakistan. We also contend 
that the Zakāt system can have positive eff ects on capital formation and economic 
stabilization.     

The fourth paper is about Islamic ETFs. It examines the performance and volatility of 
three Islamic and three comparable non-Islamic ETFs around the time of the Charlie 
Hebdo magazine attack, the November 2015 Paris attack, and the 2016 Brussels 
bombings. The main research question is whether investors “punish” Islamic ETFs by 
redeeming their investments in them as a response to terrorist actions by Muslims. We 
hypothesize that they do. In such a case, we expect mass redemptions of Islamic ETF 
shares would cause a rapid decline in their prices compared to the prices of non-Islamic 
ETFs. Moreover, the volatility of Islamic ETFs should be higher than the volatility of 
non-faith-based ETFs. Our hypothesis is verifi ed by the daily returns on the day of 
the attack for the fi rst event examined, on the day following the attack for the second 
event, and on the fi fth day after the attack for the third event. Cumulative fi ve-day 
returns after each attack also verify our hypothesis in all three terrorist actions. With 
respect to volatility, the risk of Islamic ETFs is lower than the risk of non-Islamic ETFs 
on the day after each attack but is higher on all other days considered.

The fi fth essay is about waqf and trusts in Zanzibar, Tanzania. We cite several examples 
to show the many important socio-economic contributions waqf has made in the past, 
especially in Muslim communities. For example, waqf institutions were found in a 
multitude of locales such as Madina, Turkey (during Othman Empire), Algeria (under 
French occupation), Egypt, Palestine, Jerusalem, Iraq, and Tunisia. Waqf supplied many 
crucial public services that are today fi nanced by the government, such as education, 
health care, national security, transportation, basic infrastructure, food, shelter, and 
jobs. While waqf has made signifi cant contributions in Zanzibar as well, recently the 
Islands have been confronted by several setbacks, including the problem of funding 
the waqf and Trust Commission. This paper, therefore, examines the problems of waqf 
institutions and presents some recommendations on how to address them.

The sixth article is about scarcity in Islam. Operating within the framework of scarcity 
in traditional and Islamic economics, this study uses data on common resources 
to determine if there is any evidence of scarcity. We categorize resources as either 
naturally available or man-made. We then use the ARDL cointegration approach and 
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fi nd an absence of the resource scarcity hypothesis in the long run. The structural break 
dummy is signifi cant and positive for rice, natural gas, oil, and coal, which shows that 
historical prices only jumped once, especially in the case of oil prices. The slowest 
convergence can be seen in oil prices, which is to be expected because oil prices are 
mostly regulated and managed by OPEC. The results support the assertion of Islamic 
economics that resources are actually not scarce; rather, Allah has promised to provide 
sustenance.

The seventh article is about insurance in Pakistan. Islamic fi nance, though relatively 
new, has already begun to penetrate sectors beyond banking services, such as capital 
markets and insurance. This study aims to evaluate the newly emerging Takaful sector 
in the Pakistani market. The study off ers an overview of the insurance sector including 
Takaful, a comparative fi nancial analysis of the Takaful industry and conventional 
insurance, insight into the accounting and legal framework for Takaful, a customer 
survey to document perceptions about Takaful; and a documentation of challenges to 
Takaful operations. The fi ndings suggest that Takaful business has low market share, 
although it is growing at an increasingly faster pace. This healthy growth augurs well 
for the future, despite the apparently poor past fi nancial performance. Moreover, a 
reasonably good regulatory framework is in place. Overall, market sentiments are very 
positive about Takaful insurance in Pakistan.

The eighth article is about standardization in the sukuk (Arabic name for Sharia-
compliant non-interest-bearing bond) market. The sukuk market has experienced rapid 
growth in recent years. However, some challenges have hindered its development. In 
particular, the lack of standardization both in sukuk documentation and interpretation 
of Sharia regarding sukuk makes its secondary market thinner, increases uncertainty 
in the sukuk market, and boosts sukuk issuance costs. Hence, the sukuk market has 
recently reached an impasse as sukuk issuers and investors refrain from the sukuk 
market. The lack of standardization remains an unresolved dilemma despite the eff orts 
of several countries and international regulatory institutions. Thus, in this study we 
endorse the establishment of a unifi ed international Sharia board to create binding rules 
and standards to guide the global sukuk market. The establishment of such a board will 
help the global sukuk market to mature and thrive in the near future. 

The ninth article is about the predictive ability of Sharia stocks. The study employs 
Islamic indices along with mainstream indices and macroeconomic variables. The 
indices include both Islamic and traditional indices of the Kingdom of Saudi Arabia, 
Oman, UAE, GCC, BRICs, and the Euro Area. First the correlations of returns between 
the six pairs of traditional and Sharia indices are calculated to assess their movement 
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with respect to each other. Then the macroeconomic variables, i.e. price of Brent Crude 
and respective exchange rate of each country’s currency with the USD, are used to 
predict stock prices of the traditional and Sharia indices. The results are based on 
the KTB MLP structure, MSE, and relative error. The Elman network is used for the 
prediction of stock indices in the GCC, BRICs, and Euro Area. The fi ndings indicate 
that the macroeconomic variables used in this forecasting model have been more 
accurate in predicting Sharia stock indices for Saudi Arabia, Oman, and UAE, as well 
as the three economic regions.

The tenth article examines the role of Sharia in improving employees’ performance 
in Indonesia. There are some variables of Sharia such as banking estimation and 
followership based on talent management. Besides, the consequence variables are 
knowledge sharing and employees’ performance. The rapid growth of Sharia Banking 
faces problems of minimum human resources in quantity and quality. In 2020, the need 
human resources of Sharia banking will at least reach 179,646 consisting of 165,274 
employees in low Sharia quality as executors, and 14,374 employees in middle to 
high Sharia quality for the banking managerial and leader positions. In three short 
term scenarios, Sharia banking absorbs 50% of Sharia human resource supply which 
is considered as a realistic scenario until 2018. In long-term period, ideal condition 
can be reached if the fi rst scenario can be executed so that the balance of supply and 
demand will happen. This means Sharia banking industry will be more competitive 
and growing fast.

I believe you will enjoy reading the articles published in this issue.
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