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MESSAGE FROM THE CONVENER

The first International Conference on Divine Economics 2013 creates an avenue for 
economists, researchers, development practitioners and interdisciplinary 
academicians to dialogue about the economic challenges of the time and scope of 
integrating faith, religiosity, spirituality and values in the economic literature.

From the last eight years Pakistan's economy is stagnant in the various circles of low 
economic growth, high inflation and rising unemployment. These issues are the 
consequence of economic policies combined with severe energy crises and political 
instability. These problems are not only physically structured but also managerial in 
nature, hence along with structured solution, managerial solutions should lesson to 
these economic issues. This may be possible by investing in human capital where 
such investment is conventionally meant as their education, training, skill 
development, and health etc. But, we don't see any significant economic success 
unless investment in what we call 'Divine Capital' which comprises of faith, religiosity, 
spirituality, morality and re-enforcing infrastructure also gets due share in individual, 
institutional and national resource allocation process.

The religious and ethical attributes play an important role which have been 
neglected in the existing economic literature. The conference with the theme “... 
towards bringing the gap in conventional economics” would play a vital role in 
provoking thoughts in order to re-consider the list of factors affecting economy, the 
curriculum of 'Economics' and the direction of research in Pakistan and Azad Jammu 
& Kashmir. Such re-consideration is also important because of the bindings of 
Pakistani constitution based on Objective Resolution and bounds its education policy 
as well as teaching-learning process to remain within boundaries set by State's 
religion of Islamic Republic of Pakistan. Since a large number of economists and 
multi-disciplinary social scientists, religious scholars of different faiths, and economic 
practioners are getting together for the first time in the history of Azad Jammu & 
Kashmir, the conference not only deliberates on the current and future issues of the 
world, but also promotes the understanding and enhances the scope for further 
development of faith based economics.

Dr. Syed  Nisar Hussain Hamdani 





3

International Conference on Divine Economics, December 12-14, 2013

Kashmir Institute of Economics-University of AJ&K

ABOUT DIVINE ECONOMICS

Divine economics is newly emerging field of economics that aims to analyze the role 
of religion and faith in human behavior. It is a recently developed framework to study 
economics and religion in each other's perspective using scientific process. It uses 
insights from Holy Scriptures in developing models and scales that is compatible 
with major religions of the world especially the Divine Religions. 

The prime objective of Divine Economics is to fill the gap of faith in conventional 
economics. The theoretical and empirical research carried out so far under its 
theoretical framework shows a reasonable scope for incorporating religion, ethics, 
spirituality and faith into mainstream economic theory. 

A huge population of the world follows Abrahamic religions, only Muslims and 
Christians constitute 54% of world population. But unfortunately conventional 
economics has neglected religion, religiosity, spirituality and ethics in modeling 
human behavior. This neglect is due to many reasons; one such possible reason could 
be the stereo type towards religion which emerged during the church state conflict 
in Europe. Following the research gaps identified by leading Muslim economists, we 
offer a continuous mentorship and facilitation to researchers interested in this area. 

The Divine Economics Framework so far available offers  data sets (2000, 2006, 2009, 
2012 and 2013) on different socio-economic and faith related aspects of individuals, 
a basic model of utility and many extended models of conventional economics. 

Divine Economics does not mean; comparison of different religions and dominance 
and truthfulness of one over the other, yet controlling for biases emerging from 
beliefs or appeal for novelty [i.e. all novelty is good]. It comprises of theoretical 
models, empirical works, religiosity scales, ethical indices, a series of papers and 
some survey instruments. 

The Divine Economics is not a one-sided chain of arguments but it attempts to take a 
comparative view of both of the major schools of Islamic thoughts. It, in principle, 
does not ignore the point of view of even smaller sects in Islam or any other religion 
because it is observable that people having different belief patterns behave in a 
systematically different manner. Moreover, contrary to contemporary Islamic 
Economics which uses Islamic Shariah terminologies, the Divine Economics attempts 
to use Islamic Shariah concepts using relatively broader or universal terminologies so 
that the language of faith-based economics becomes compatible with the neo-
classical economics and can be understood by the Western audience too. With a 
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strategy that the contemporary techniques of social sciences and the language of 
economics can be helpful in understanding the role of religion in societies and 
human decision process where faith in an afterlife is perceived to have any 
importance, our ongoing research has gained rapid promotion and acceptance 
during last 14 years. Perhaps this is also because of our impartiality in benefiting from 
religious sources of all religions and all sects without any prejudice to which we 
belong to and a comparative approach to resolve current and future economic 
issues. 
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DISTINGUISHED LECTURE

Topic:              Faith Matters in An Economy: A Divine Economics Perspective

Speaker: Dr. Syed Nisar Hussain Hamdani,
Director,
Kashmir Institute of Economics, UAJ&K.

Chairperson: Dr. Eatzaz Ahmed,
Dean,
QAU, Islamabad.

Discussant: Dr. Redek T. Biernacki

INVITED LECTURE

Topic: Weakness in Conventional Economics and Extension through 
Economics of Religion

Speaker: Dr. Redek T. Biernacki

Chairperson: Dr. Jahangir Achakzai

Discussant: Dr. Miraj Ul Haq

 INVITED LECTURE 2

Topic: Why Islamic Economics needs Its Own Methodological 
Foundations?

Speaker: Dr. Abdulkader Cassim Mahomedy

Chairperson: Dr. Misbahi Muqadam

Discussant: Dr. Wasim Shahid Malik

DISTINGUISHED LECTURE

Topic: Azad Kashmir Economy

Chairperson: Ch. Muhammad Saeed
Former President, Federation of Pakistan Chambers of Commerce & 
Industry (FPCCI)
Chief Executive, Azad Group of Companies, Mirpur (AK).
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Is Religion in Economics of Religion models so religious?

Radek Tadeusz E. Biernacki

The Economics of Religion models postulated to explain human religious behavior. 
Their analysis starts from the assumption of religion as a product, an object of choice. 
However, as shown by numerous studies of the nature of the economic theory, any 
economic theoretical model or constructs requires to be based on anthropology. In 
the anthropology underlying EoR models, characterizing the economic agent, the 
religious dimension of the person cannot clearly be defined or identified. As 
consequence religion ends up being something external, and what is genuinely 
religious cannot be represented, and therefore cannot be explained by these models. 
In the paper we review EoR models and especially the description of the agents 
operating contained therein, concluding that they cannot have a religious 
dimension of their life and behavior, and therefore what is called "religious" has no 
relation to what is genuine on religious belief.

Conventional Economics and Islamic Economics: Reasons For 
Crisis in Moral and Ethical Values

Shahzadi Pakeeza, Nazia Javed and Nazish Faraz

Human life is the mechanism of different sectors; most importantly economic sector. 
The whole strive of man is based on the goal of economic prosperity. According to 
Adam smith economics is science of wealth, and the sole motive of economic 
activities is maximization of profit. The conventional economic system is based on 
the principal freedom of enterprises, the profit motive, market mechanism, private 
ownership, competition and credit mechanism. These trends create changes in 
attitude and practices of economic activities. As the result exploitation, injustice, 
materialism, and monopolistic practices, lack of freedom and economic depression 
have become common in the society, which gave a way to poverty, unequal 
distribution of wealth, inflation and mal practices (fraud, black marketing, greed, 
selfishness, gambling, uncertainty hazard, deception etc.). All these indicate decline 
of moral and ethical values of conventional economic system. Therefore factors like 
morality, justice, social and ecological effects (that sometimes prevent profitable 
activity) can be ignored because self-benefit is the only considerable factor.

Conventional economic system and Islamic economic system are contrary to each 
other. Islamic economic system focuses on the achievement of social welfare by 
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organizing the resources on the basis of human participation and cooperation. 
Interpersonal relationships are based on universal brotherhood of all human beings. 
(4:1). Islamic economic policy effects all aspects of life, e.g. effects of prohibition of 
riba on the level of saving, investment, employment, and effect of Zakat on 
consumption level of society, employment and investment is the best example in this 
regard. Objectives of Shariah are life, religion, lineage, property, intellect. Islam 
safeguards these objectives in every economic activity which guarantees the social 
welfare. The principles of business contract (mutual consent, knowledge of subject 
matter, incontinent contract, and prohibition of riba, gambling, maysr, hazard, qimar 
and deception) are standards of safeguarding the individual's rights. Through the 
instrument of Zakat Islam promotes circulation of wealth in whole society, provision 
of basic necessities and equitable distribution of wealth. Thus the moral values of 
promotion of brotherhood, well-being of society, socio-economic justice are 
promoted by Islamic Economic System.

Islam and Human Development

Salman Ahmed Shaikh

The paper aims to present the Islamic appraisal of established theories in academic 
literature of development economics, both in classical and neo-classical economics. 
The paper also explains the Islamic concept of human development and shows it to 
be more welfare maximizing to humans in their entire life span which includes 
afterlife. The paper extensively reviews the development literature in mainstream 
economics and Islamic economics. The paper also uses basic mathematical 
formulation to explain the concepts. The paper explains the Islamic concept of 
human development and shows it to be more welfare maximizing to humans and to 
society. It discusses how Islam is not the source of underdevelopment in Muslim 
countries and cites the external factors responsible for underdevelopment besides 
weak internal administration, commitment and management. The paper is one of 
the few attempts to cite and critically appraise specific development theories from 
Islamic perspective. 

Keywords: Development Economics, Growth Economics, Economic Development, 
Poverty, Income Inequality, Income Distribution.
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Charitable Giving and Religiosity: A Case Study of Swat

Anwar Shah

Charitable giving is defined as the donation of money or goods to an individual or 
organization that benefits others beyond one's own family. An overwhelming body 
of knowledge is available on charitable giving in the economics literature. However, 
rarely do we find the role of reading of tafseer of the holy Quran (an indicator of 
religiosity in Islam) on charitable giving in the available literature. This paper aims to 
guide scholars as well as practitioners in the Philanthropic sector on the role of 
reading of tafseer of the holy Quran on charitable giving. The paper is a case study of 
district Swat and shows a positive and statistically significant relationship of reading 
tafseer of the holy Quran on charitable giving.

The Impact of Religious Human Capital on Individual's Well 
Being in Pakistan

Fozia Munir and Syed Nisar Hussain Hamdani

In this study an attempt has been made to examine the impact of religious capital on 
individual's well-being. In modern time, as people become aware of the varieties of 
religions expression, increasing attention has been paid to the place of religion in 
culture and in the lives of individuals .Johnson (1973) learned that religious college 
students find their homes as more glad, sincere, accepting, and communicative than 
non-religious students. On the other side Individual happiness emphasizes the 
analysis among swiftly rising number of economists in the domain. Particularly, after 
the ground breaking effort of (Layard, 2005), a range of elements affecting wellbeing 
have been recognized in the literature. However, in spite of its key importance, 
religion could not get the owing significance in such analysis. It has been detected by 
some critics that, for instance,  GDP pays no attention to environmental cost a 
country is bearing, variation in wealth between rich and poor, factors effecting 
wellbeing/happiness of individuals like social relations , mental health and social 
safety (Anheier and Stares 2002, Fleurbaey 2009, Michaelson et al 2009). There are 
numerous non-material factors which affect wellbeing as well, presented in 
(McAllister, 2005), counting personal relationships (e.g. Helliwell and Putnam, 2004); 
societal and community relationships (e.g. Keyes, 1998), employment (e.g. Layard, 
2005); and political regimes (e.g. Donovan and Halpern, 2003), background and 
situational factors, demographic factors; (iv) institutional factors, (Hoorn 2007). There 
are few studies which included religious factors as the determinant of 
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wellbeing/happiness (e.g Hewitt Source 1994, Chang 2003). Studies e.g (Iannaccone, 
1990, 1998, and 2000), (Finke and Stark, 1992), (Finke, 2003), and (Hamdani, 2006) 
who made the other researchers to pay attention towards multi-disciplinary 
research. The emergent significance to study religion has persuaded the social 
scientists to detect the effects of the religion on different features of human behavior. 
According to Iannaccone, 1998 there are more than 200 papers on religious and 
economic impact of religion, which are already been published. The study attempts 
to find out whether religious human capital, income, and education can affect 
wellbeing/happiness. By using the data from Divine Economic Survey (2000& 2009), 
the study is an attempt to apply Divine Economics. Divine economics is a term related 
to the study of economics and religion in each other's perspective by using scientific 
methodology. We used the data set of Divine economic survey's 2009 is based on 807 
households for this study. Researchers (G. Sison et al) used Ordered Log it Model, 
since their dependent variable “life satisfaction” is an index which takes values 1 to 10. 
Our Wellbeing index takes values from zero to 100, i.e. it is actually summation of 
responses against a number of questions. In order to check the effect of religious 
capital on individual wellbeing we used cronbach alpha test for reliability of the 
questionnaire and descriptive analysis for the study. We also used OLS technique for 
results. In the empirical analysis it is found that religious capital like worship, religious 
education, time allocation for religious activities and interaction with religious 
fellows, charity etc have positive effect on individual's wellbeing. Other conventional 
variables education, income also have positive impact on wellbeing of individuals.

 Keywords: Worship, Wellbeing, Religion, Religious capital, Divine Economics,

Islamic Philosophy of Economics: Embedding the Concept of 
Emaan and Aakhirah

Muhammad Mubashir Mukhtar, Hafiz Muhammad Sarfraz Nihal and
Muhammad Shahid Qureshi

By in-depth reading of conventional economics it becomes clearly evident that its 
ontological, cosmological and epistemological linkages are far rooted into a type of 
human life which is based on rejection of religion and rewards in life hereafter. This 
rejection further stipulates a kind of human being whose sole motive and attitude is 
limited to this world only; ontologically, a self-autonomous being. From this position 
the ultimate vision and sub vision of conventional economics is derived, which keeps 
on conflicting with the religious stand point. Adhering to economic concepts 
without addressing its ontological, cosmological and epistemological flaws are 
causing blockages in development of Islamic Economics and Finance fields. These 
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issues were grasped and discussed by the esteem Ulema of Sub-Continent in early 
20th century. They saw the field of economics as conceit and avarice propagating 
one, in which these two words were elegantly used to define the notion of income 
and growth. In contrast to it, the Islamic philosophy of economics is powerfully 
integrated with other main pillars of Islam – particularly, Emaan and Aakhirah due to 
which one gains a state of serenity in this finite worldly life. Whereas this serenity is 
not depended on the level of income and growth; it is based on Taqwa and that also 
only for attaining the love of Allah the ultimate vision of Islam and the Sole Sustainer 
of all. Thus the Islamic variables have a primary role to play in the economic settings 
whereas the conventional variables are secondary and are based on the performance 
of the primary ones. In this paper we attempt to only unfold the basic thesis of 
conventional economics and its underpinnings, in contrast, we have presented 
strong Islamic position compatible and derived from Quran and Hadith. This paper 
extends the Islamic economics literature substantially and creates pathways for 
further research areas which would address the impact of Islamic philosophy on 
individual economic behavior and economic policy making. 

Keywords: Islamic Economics, Enlightenment, Economic Structures, Reason, 
Immanuel Kant, Capital, Emaan, Aakhirah.

Why interest-rate cannot be benchmarked for Islamic 
financial product pricing?

Shahid M K Ghauri

Evolved in 1963, but today, Islamic financial sector provides complete range of 
financial products as an alternate to the conventional mode of banking. Due to 
competition with well-developed latter counterpart, Islamic finance does not 
contribute a considerable proportion in the whole financial sector in any part of the 
world. Due to difference in basic philosophy and risk management structures, Islamic 
financial institutions face tough competition in liquidity, market, interest rate, and 
credit risks. It results in using conventional benchmarks like interbank rate for Islamic 
products pricing in markets. This paper emphasizes that scholarly and economically, 
interest-rate benchmark cannot be used for pricing of Islamic financial products. It 
will also help in development of pricing base for Islamic products.
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A comparison of the performance of the FTSE South Africa 
Islamic Index to the market in South Africa

Riaz Dhai

The aim of this study is to identify whether there is a difference in performance 
between shares meeting the Islamic investing criteria and the market in an emerging 
market context. The proxy for the Islamic market is the FTSE South Africa Islamic 
Index. The returns on this index are compared to three proxies for the market using 
single and multiple regression models: (1) the All Share Index on the JSE in a single 
factor regression (2) the Resources Index and Financial – Industrial Index in a two 
factor model (3) a four factor model developed by Carhart (1997) that accounts for 
size, growth and momentum in the market in addition to the All Share Index. The 
performance is also analysed using traditional performance measures such as the 
Sharpe, Treynor and Modigliani ratios. 

The long run performance is assessed from 1996 to 2007 and the JSE is split into a 
high and low growth market and the returns of the Islamic index in comparison to the 
various proxies for the market in each successive period are analyzed. While no 
significant difference in performance exists in the long run, there are small 
differences when splitting the market. It is found that on average the Islamic index 
outperforms the market during a low growth market and underperforms during a 
high growth market. 

Key words: Islamic; FTSE South Africa Islamic Index; Sharpe, Treynor and Modigliani

Standardization of Islamic Market Indices

Syed Anees Haider Zaidi , Ijaz Hussain Shah, Rana Umair Ashraf and 
Shahid Ghauri

A Shariah Board of Islamic Market approves any company as being Islamic Shariah-
compliant based on certain criteria. Different Islamic market indices use their own 
criteria for selecting the company. Every Islamic market index has its own rules and 
regulations in Shariah Board. Sometimes these rules are contradictory with each 
other for example if KMI 30 Islamic index is not selecting one particular company due 
to higher debt ratio but Dow Jones Islamic market index select that company 
because that company meets the criteria of the Dow Jones Islamic market index. The 
purpose of this paper is to bring the attention of Muslim world towards uniformity of 
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Shariah Principles. The paper also presents different opinions of experts towards 
standardization. Selection criteria of four different Islamic Market Indices are 
compared. Some points are common while others are different. We recommend that 
central banks of different countries must design a uniform criterion of selection of 
companies for Islamic Market Index. There must be an International Organization like 
AAOIFI that can make and implement the standards through the regulators of 
different markets. 

Key Words: Shariah Advisory Board, Islamic Market Index, Standardization

Determinants of Domestic Investment: A Case Study of 
Middle Income Countries.

Nadeem Raza, Atiq-Ur-Rehman and Malik Muhammad

Investment is a catalyst for economic growth, and the efforts to explore the factors 
stimulating investment, whether domestic or foreign, public or private, are 
unstoppable. The present study attempts to investigate empirically, the factors 
responsible for shaping up domestic investment in the middle income Asian 
countries. We use a sample of twelve countries and the data extends over a period of 
31 years ending at 2010. We employ empirical Bayesian approach for analysis, after 
undergoing the preliminary testing of data through panel unit root test, redundancy 
test and panel co-integration. The results suggest that domestic investment is 
positively determined by lagged investment, real GDP per capita growth, domestic 
credit to private sector, domestic saving, trade and government expenditures 
whereas a negative relationship of domestic investment is observed with inflation 
and interest rate. Findings of the study provide a torch to the policy makers who 
intend to boost domestic investment for attaining higher growth rates.

Analyzing the Impacts of Globalization on Unemployment in 
Pakistan

Farid Ullah,  Abdur Rauf and  Natasha Zahid

 Current Study analyzed the impacts of globalization on unemployment in Pakistan. 
The sample period of the study ranged from 1980 to 2009. By applying the Bound test 
for cointegration, it is found that in long run economic globalization helps to reduce 
the unemployment in Pakistan while social and political globalization increase the 
unemployment rate in case of Pakistan. In the short span of time social and political 
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globalization decrease the unemployment phenomenon at lag 1 while economic 
globalization, taking at lag 1, increase the rate of unemployment.

Key Words: Globalization, Unemployment, ARDL, Pakistan

Embedding Effective Solutions to Reduce Economic 
Problems in Areas of Azad Jammu & Kashmir (AJ&K) – 

Pakistan

Sarooj Noor                                           

This paper details the effective strategies and possible solutions to reduce economic 
problems in regressive areas of Azad Jammu & Kashmir (AJ&K), Pakistan. Economic 
issues and global problems have led to many controversial issues particularly 
poverty, lack of opportunities and work accessibility. These three selected variables 
will help us to develop a composite view on this research study. The hypotheses are 
based on collected literature and research material. With the help of previously 
conducted surveys & studies, it is proved that the selected variables are significantly 
associated with the economic problems specifically in the areas of Azad Jammu & 
Kashmir (AJ&K). The results are explained and supported by a US Healthcare IT 
company in Pakistan.

Keywords: Poverty, Lack of Opportunities, Work Accessibility, Economic Problems, 
Medical Billing, Azad Jammu & Kashmir.

The Political Economy of Intra –Kashmir Trade

Ubaid Mushtaq

In last six decades political analysts, scholars and statesmen have mainly analyzed 
and focused on political dimensions of the Kashmir problem. However, 
unfortunately much important economic dimensions of the problem have received 
less attention or have been somewhat deliberately neglected. Intra-Kashmir trade or 
cross LOC trade explores such economic dimensions and addresses the lack of 
economic content in thinking on Kashmir. This paper reviews the historical 
significance, potential sectors and routes of trade through an extensive review of 
secondary evidence. It also explores the potential for and obstacles to intra-Kashmir 
trade and make an attempt to analyze its economic and political logic for state, its 
augmented potential of growth. Furthermore, the amplified gravity model aiming to 
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analyze Intra-Kashmir trade empirically is also used. Given the analysis of trade data 
and other figures. it's likely that intra Kashmir trade would have a significant effect on 
political and economic aspects and will be beneficial for both sides of the region.

Key words: Bilateral relations, Economic history, Intra-Kashmir trade, Economic 
integration, Gravity model

Rent-seeking, Institutions and Economic Development: A 
Tale of Rent-seeking Society

Karim Khan

The institutional perspective of cross-country differences in economic outcomes 
gives contrasting explanations on the persistence of inefficient institutions in 
developing countries. Colonization, social fragmentation and the existence and use 
of natural resources are the most frequently discussed causes in the available 
literature. In this study, we analyze all the three explanations together by providing a 
case study of Nigeria. Nigeria is characterized by colonial legacy, social divide 
revealed by ethnicity and religion, and huge windfalls from oil. Based on our 
descriptive analysis, we find that the lack and incoherence of formal institutional 
order is the main factor for Nigerian underdevelopment. Ethnic politics has shaped 
the formal institutional framework which is inefficient and incoherent. Colonial 
legacy has reinforced the effect of ethnicity by failing to provide a national ideology 
and instead, providing a regional structure to rule. Similarly, the windfalls from oil 
have intensified the effect of ethnicity by invoking civil conflicts, arising mainly from 
the distribution of common pool. Based on the survey of recent contributions on the 
issue and evidence from Nigeria, we conclude that no single factor on its own can 
explain the persistence of inefficient institutions; rather, it is the combination of 
exogenous and endogenous factors that shape institutions.

Key Words: Cross-country Differences in Economic Outcomes, Colonization, Social 
Fragmentation, Natural resources, Nigeria      
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Implications of Farz Methodology on poverty alleviation: an 
impact assessment of study of Pilot testing of Islamic 

Microfinance in Pakistan

Hafiz Zahid Mahmood and Mehreen Fatima

The objective of the study is to empirically observe the performance of Farz 
Methodology (Murabaha) and its impact on the lives of its clients. This study is 
conducted in order to find out any good, bad or no impact scenario for the poor who 
are served by Farz Foundation. This study will highlight the difference that is made in 
the lives of poor after they are served by the Farz Methodology of Farz Foundation. It 
is a case study based paper. Purposive non-probability sampling is used to select the 
clients of Farz Foundation. Our sample consists of 31 respondents. We have found out 
the impact of Farz Foundation's Islamic microfinance activities on poverty, before 
and after taking loan, through Foster, Greer and Thorbecke poverty measures. 
Primary data is collected through structured questionnaire. The impact of the Islamic 
microfinance activities of Farz Foundation the living standards of the poor of their 
target area. As the study has taken 31 respondents only from Farz Foundation 
therefore we cannot generalize the results. The research will show how Islamic 
microfinance can provide a better solution to the situation of poverty and that assets 
based Islamic micro financing can be as successful as is cash based Islamic micro 
financing. This study is first of its kind as it is an empirical finding from a source other 
than the institution itself about the impact of Islamic microfinance activity of Farz 
Foundation on poverty.

Universal Values

Prof A.M.H Kangu

The Universal values apply to humanity, and, its regulation as a set of individuals, for 
peaceful and prosperous life. A definition of humanity seems easy to think of yet 
difficult to propose, and there have been disputes about it among different schools 
of thought.  Most pioneers in social thought and leaders of movements claim that the 
main feature of their activities is their humanism and humanitarian efforts. To avoid 
having misconceptions about humanity or sinking in the whirlpool of literal 
interpretations and logical disputes, it is needed to first focus on the reality of the 
human being and his different aspects, and then discuss the derived infinitive word 
form humanity, its meaning, virtues, and functions. The human beings are objective 
beings who are different from other objective beings with respect to freedom of 
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choice, meaning that their actions and behaviors are a result of their reasoning and 
will, albeit relatively. 

The human beings are social beings who naturally interact with other human beings. 
The human the physical environment and other human beings are created by God, 
the Creator of the universe, as the best of creation (Ashraful Makhluqat). This relation 
with God has different dimensions which affect them as persons and all of their 
relationships. Similarly, a universal value is something which has the same value or 
worth for all, or almost all, people. This claim could mean two importantly different 
things. First, it could be that something has a universal value when everybody finds it 
valuable. This was Isaiah Berlin's understanding of the term. According to Berlin, 
"...universal values....are values that a great many human beings in the vast majority of 
places and situations, at almost all times, do in fact hold in common, whether 
consciously and explicitly or as expressed in their behavior..."  Second, something 
could have universal value when all people have reason to believe it has value. 
Amartya Sen interprets the term in this way, pointing out that when Mahatma 
Gandhi argued that non-violence is a universal value, he was arguing that all people 
have reason to value non-violence, not that all people currently value non-violence.  
Many different things have been claimed to be of universal value, for example, 
fertility, pleasure and democracy.  The issue of whether anything is of universal value, 
and, if so, what that thing or those things are, is relevant to psychology, political 
science, and philosophy, among other fields.

Do Ethical Factors Affect Economic Performance of 
Enterprises? A Replay Under Divine Economics Framework

Rashida Saddique, Mirajul Haq and Syed Nisar Hussain Hamdani

This study is an attempt to test the hypothesis that whether or not ethical attributes 
of labor affects handicrafts industries output performance. To test the hypothesis 
empirically we have used the Divine capital model that along with conventional 
factors ethical factors were incorporated in the production function. The empirical 
analysis estimates productivity equations by using a data set of eighty-three 
handicrafts industries in Azad Jammu and Kashmir. Ordinary Least Square (OLS) 
technique has been used for regression analysis. Our results revealed that ethical 
attributes of workers have positive and significant influence on firm output 
performance. We also found that the conventional factors such as number of labor, 
capital, work hours, experience and market related factors positively effect on firm 
output performance. The study found that government related factors negatively 
affect the performance of handicrafts industry. The overall findings reflect that 
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ethical attributes of labor (employee and employer) have strong and positive impact 
on the performance of handicrafts industry in Azad Jammu and Kashmir.

Efficiency Measurement of Basic Health Units from 
Operational and Beneficiary Perspective in Earthquake Hit 

areas of Azad Jammu & Kashmir

SadiaRazzaq, Amjad Ali Chaudhry and  Abdul Razzaq Khan

The study aims to measure the efficiency of Basic Health Units completed in the 
Health sector of rural Azad Jammu & Kashmir (AJK) from two different perspectives, 
first from an operational perspective and then from beneficiary perspective. Data 
Envelopment Analysis (DEA) was used to measure efficiency of BHUs. Efficiency of 
DMUs from developed and deprived regions was compared across regions using 
independent sample T-test. Results could show no significant difference of 
efficiencies across regions from an operational perspective, however, a significant 
difference was found across regions from beneficiary perspective. Results reveal that 
'patient's arrival rate' was significantly higher in deprived region as compared to 
developed region and 'services provided' were not significantly different across 
districts. However, 'sanctioned staff' and 'staff available' was significantly higher in 
developed region as compared to deprived region. Comparison of 'patient's 
satisfaction' was significantly higher in deprived region as compared to developed 
region. Female patients were less satisfied than male patients and single patients 
were less satisfied than married. Results also show that age is associated positively 
and education is associated negatively with patient satisfaction. 

Key words: Efficiency, Operational efficiency, Beneficiary efficiency, Patient 
satisfaction, Primary health, Data Envelopment Analysis, Developed and deprived 
region.

Gharar in Predetermining Takaful Contribution: A Shariah 
Perspective

Abdur Rauf, Prof Dr. Khair-uz-Zaman, Dr. Mahmood Shah, Faridullah

Gharar in Arabic stands for danger (Risk) and can be defined as, the sale of those 
uncertain items that bring the trade similar to gambling. Current paper is an attempt 
to determine the application of Gharar in predetermining premium from Islamic 
perspective. In this paper the risk and Gharar concepts are compared. A juristic 
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analysis and debate is made on Gharar in fixing the Takaful contribution. A conclusion 
is made that Gharar as a principle subject, from Shariah Perspective, is recognized by 
Islam in certain conditions and forms. 

Keywords: Gharar, Takaful, Risk, Insurance,

Is Religiosity a Determinant of Saving?

Syeda Attiqa Naqvi, Mirajul Haq, and Syed Nisar Hussain Hamdani

In this study, an attempt is made to test the hypothesis, “whether or not religiosity 
effects the households' saving.” Saving affected through socioeconomic and 
demographic factors. Religiosity is one of these factors which are almost neglected in 
literature. To assess the hypothesis empirically, we have estimated saving equation 
by using data set of three hundred households located in Azad Jammu and Kashmir 
from Divine Economics Survey 2013. Ordinary Least Square (OLS) estimation 
technique is used for regression analysis. No compelling indication, however, has 
been found that household's religiosity has a significant impact on households 
saving.  

Islamic microfinance as a tool for poverty alleviation: A case 
study of NAYMET

Mehreen Fatima, Dr. Hafiz Zahid Mahmood and Dr. Muhammad Khan

The aim of the study is to observe the performance of NAYMET through empirical 
data. The study is intended to examine the impact of Islamic microfinance practices 
of NAYMET, in the form of Murabaha, on the living standard of its clients. The 
difference in the lives of clients made by NAYMET is highlighted. It is a case study 
based research paper. Clients of NAYMET are selected through purposive non-
probability sampling. 25 respondents are selected. Data is collected through face to 
face interviews. Foster, Greer and Thorbecke poverty measures are used in our study 
to observe the impact of Islamic microfinance on the lives of poor before and after 
taking loan. On the average, results have shown positive impacts of Islamic 
microfinance activity of NAYMET on the lives of the poor after taking loan. only 25 
clients of NAYMET have been taken as respondents of this study, therefore results 
cannot be generalized. Islamic microfinance is a better and potential solution to the 
situation of poverty and therefore should be supported by government through 
policy making for it.This study is a contribution in the literature as there is no 
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empirical study about the impact casted by the Islamic microfinance activities of 
NAYMET. 

Does Parental Education Effect Fertility Rates? Evidences 
from Pakistan (1976-2010)

SeharMunir and Azra Khan

The present study empirically examines the relationship b/w parental education and 
fertility for Pakistan from 1976-2010. We have employed Johenson cointegration and 
Error correction model to test the long run as well as short run relationship. Results 
show that infant mortality rate and old age dependency increase the fertility while 
per capita income, urbanization and education of both male and female reduce the 
fertility. The impact of male education on fertility is smaller than that of female 
education. The possible choices for lowering fertility rate are both implementing low 
infant mortality rate and promoting female education policies. Lowering fertility rate 
through increasing access to quality reproductive health services is an important 
policy.

Keywords: Fertility, Population Growth, Inflation, Urbanization, Income Per Capita, 
Unit Root Testing, Ordinary Least Square, Pakistan.

Regional Trade Blocs: The Case of ECO Member States

Dr. Jahngir Acakzai

There has been a revival of regionalism in the world. New regional trade blocs are 
being formed by many countries across the globe. Among them the most successful 
case is European Union, characterized by having encouraged the highest level of 
regional trade. Impressed by the performance of EU in encouraging regional trade, 
many countries of the world took the initiative to form regional trading blocs. The 
Economic Cooperation Organization (ECO) bloc was established with the same 
objective. The organization has so far limited success in exploiting the inherent 
potential of the member states under regional trade. The goal of higher intra-
regional trade would require collaborative plan and action by the member states of 
the bloc.
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Poverty, Globalization and the Role of State: A Comparative 
Analysis for Islamic Countries

Dr M Tariq Majeed

This study examines the impact of globalization on cross-country poverty using a 
new comparable panel data set for developing countries over a long period 1970-
2008. The main findings of the study are: First, openness to trade exerts adverse 
effects on poverty in all sample developing countries while FDI helps in reducing 
poverty only in OIC countries. Second, growth elasticity of poverty is negative and 
significant in all countries; however, the growth elasticity of poverty is high in the 
case of OIC countries. Third, inflation adversely affects poverty in all sample countries. 
Fourth and finally, the role of government is insignificant in OIC countries while it is 
robustly significant with a negative sign in Non-OIC countries. Thus, government 
spending helps in reducing poverty only in Non-OIC countries. The overall results of 
this study indicate that globalization accentuates not ameliorates poverty.  

Key Words: Globalization; Poverty; Inequality; FDI; OIC Countries

Multivariate–Based Granger Causality between Financial 
Deepening and Poverty: The Case of Pakistan

Muhammad Shahbaz and Ijaz Ur Rehman

This paper deals with the empirical investigation of causal relationship between 
financial deepening, economic growth and poverty reduction using quarter 
frequency data in case of Pakistan over the period of 1972-2011. We applied the ARDL 
bounds testing approach by incorporating structural breaks stemming in the series. 
The order of integration of the variables is examined by applying structural break unit 
root test. Our empirical exercise indicated that long run relationship between 
financial deepening, economic growth and poverty reduction exists in case of 
Pakistan. The causality analysis implied that causality results are sensitive with the 
use of proxy for poverty reduction as well as methodology to be applied.   

Keywords: Financial deepening, economic growth, poverty
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An Estimation of Marketing Margins of Inland Fish in District 
Faisalabad, Pakistan

Shafqat Rasool, Dr. Abdul Ghafoor and Manan Aslam

 This paper attempts to estimate marketing margins of major intermediaries involved 
in the marketing of inland fish in district Faisalabad using primary source of data. 
Formal interviews were conducted from a representative sample of 80 farmers, 40 
commission agents and 40 retailers selected using stratified random sampling 
technique with proportional allocation. Findings of the study indicates that 
commission agents earned Rs.560 and Rs.475 per  maund as net margin respectively 
in case of Rahu and Thaila breeds. Similarly the net margin of retailers was estimated 
as Rs.675 and Rs.450 per maund for Rahu and Thail breeds respectively. High 
commission fee beyond the limits is just the exploitation of the retailers. Government 
should lower down the commission fee and fix up to a reasonable level for facilitating 
the marketing functions.

Key Words: Inland Fish, Marketing Margin, Stratified Random Sampling and 
proportional allocation

Estimating Income and Price Elasticities for Food 
Commodities Using Time Series Data for Pakistan

Summera Maqbool Abbasi and Dr. Zahid Asghar

This paper is conducted to analyze the consumer's behavior in Pakistan regarding 
their income and prices of ten most commonly used food items incorporating annual 
disappearance data of Pakistan for the period 1971-72 to 2010-2011. Characteristics 
of time series data (stationarity and cointegration) have been checked before 
specifying the most appropriate form of the model. Three models namely LA/AIDS, 
static LA/AIDS and finally ECM LA/AIDS are estimated by employing the seemingly 
unrelated regression (SUR).  The parameters estimates of static LA/AIDS and ECM- 
LA/AIDS are further used to find short- and long-run demand elasticities. The 
expenditure elasticities from LA/AIDS and Static LA/AIDS show that all commodities 
are necessities except rice and meat. However, while using ECM- LA/AIDS the results 
show that all commodities are necessities except milk and fruits. For almost all items 
the own price elasticities have negative signs and reasonable in magnitude except 
for rice and fruits while using LA/AIDS and Static LA/AIDS. However, own price 
elasticities for all commodities have negative sign with the exception of fruits while 
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using ECM LA/AIDS.

Keywords: Food consumption, LAIDS model, SUR Models 

How our cities can become engine of economic growth?

Zahid Asghar

Poverty, in any country, cannot be reduced in isolation from economic growth and 
our knowledge about economic growth is less definitive than commonly thought. 
This paper reviews the role of cities in economic growth and productivity. 21st is 
century of cities. For the first time in history urban population is more than 50% and 
by 2050 it is expected that urban population will account for as much as 70% of the 
global population. Pakistan's urban population is expanding rapidly and by 2050 it is 
expected to be more than 50%. So over the next 30 to 40 years we are expected to 
spend trillions of rupees on city building. There is strong relationship between 
urbanization and economic growth. 

How Pakistani cities can help its economy to have high sustainable economic 
growth? For example it is considered that cities are ideal both for customers and 
suppliers. Density has scale effect as there are huge consumers and lot of turnover. 
We assume that profits are very low when density is low and increase slowly until a 
threshold level of density is not achieved. The following figure (author's own 
construction) indicates this phenomenon. We emphasize that economy of cities 
should be at the center of research agenda for the economists. We shall also analyze 
the role of dense cities markets on retail business performance, and the role of cities 
in job generation particularly in services sector which has the maximum potential to 
absorb unskilled labor which has become surplus due to mechanization of primary 
sector i-e agriculture.

Establishing Trust and Justice among business stakeholders 
for a sustainable supply-chain system: An interpretation of 

Divine Capital Model (2012)

Ameer H. Rizvi

It is a common observation that the element of trust and justice is missing in the 
business culture which is a substantial part of economy. . This makes the system's 
management a difficult task especially when it comes to business profitability and 
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sustainability. The root causes lies in our organizational culture and personal 
characteristics of the employees that have a deep impact on the relationships 
between buyers and sellers either business to business or business to customer 
setting. Positive feelings of Trust and Justice in business relationships promote 
business transactions and improve the performance and profitability of both the 
buyer and seller. While feelings of doubt and injustice severely damage the 
relationships resulting in loss of sales and poor performance at both sides of the 
business. This inter-disciplinary Paper highlights the relevance of Divine Capital 
Model (Hamdani, 2012) recently termed as 'Divine Capital' in economics. It also 
discusses how the factor of trust and justice can be implemented among business 
stakeholders [consumers, producers, suppliers ...] in the light of a famous narration 
know as Hadith-e-Aql-o-Jahl. The Hadith describes the 75 positive characteristics and 
75 negative characteristics of humans. The 75 positives characteristics are the 
foundation of rational and universal Ethical values in human society. Promoting a 
higher level of Divine Capital in all stages of 'supply-chain' will establish trust and 
justice among all stakeholders of business and economic units. This will 
consequently lead to the improved business systems, lower costs, higher profitability 
and a sustainable economy. A great benefit of this Divine Capital approach is the 
socio-economic sustainability in normal and even in a post-disaster period when the 
state's supervisory system working through humans and technological resources 
[judiciary, police and camera monitoring] become less functional. This provides 
theoretical framework for empirical testing of Divine Capital Model in business 
management and also re-enforces the policy implication already presented in Divine 
Economics studies that investment in divine capital should be increased along with 
investment in human capital and other forms of capital involved in business and 
economic process. 

Keywords:  Trust, Justice, Sustainability, Supply-chain System, Divine Capital Model, 
business management 

Building thoughtfulness ontology for sustainable decision 
making

Dr. Musarrat Jabeen

Sustainable decision making depends on the level of thoughtfulness of decision 
makers. Thoughtfulness has received little attention in the domain of decision 
making referred to decision support systems; in an effort to quantify the knowledge 
and its effectiveness. This trend devalued the intangible input of thoughtfulness 
required for sustainable decision making. Based on this concern this paper focuses 
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on developing prototype architecture of thoughtfulness ontology which rallies 
round sustainable decision making.  The objective of this paper is to take on board 
the concepts of thoughtfulness, and develop a Thoughtful Decision Support System.   
The conceptual basis of thoughtfulness involves three abilities. It requires: 1) an 
ultimate sense of action and not of inaction, 2) super-relationship with human and 
natural resources, and 3) awareness of future effects of decisions in time and space.7 
thoughtful Meta abilities are also chosen to establish the basis of this system. 
Thoughtfulness ontology may add a value of sustainability in decision making.

Key words: Sustainable decision making, thoughtfulness

Preconceptions in Achieving Economic Goals due to 
Religious Signals: A Case Study

Dr. Mohammad Nasir, Fazal Rahim and Rabia Nutkani

It is a general understanding that preconceptions play vital and direct role in the 
decision making process in human life. As a result of a decision making, person starts 
a journey of series of actions. These actions may be individual and sometimes in 
groups. The ultimate objective is to benefit from its economic outcomes or personal 
satisfactions or both. During the journey, a person goes through another experience. 
These personal experiences make his faith more strong (or weak). This way the 
individual embarks on a new level of interactions' among the family, friends, and 
society as a whole. Consequently, collective societal goals define the society actions 
in general, and also in any particular issue or subject. These collective actions may 
yield positive, negative, or a balanced or biased point of view in a close group(s). A 
case study method will be used to collect data set, which will be collated, and 
analysed using the basic and advanced statistical techniques.

Key Words: religious preconceptions, faiths effects, personal satisfaction, economic 
satisfaction 

Women, Economics & Islam: Gaps in Preaching and Practice

Izhar M. Hussain

The Father of Our Nation, Quaid-e-Azam, Mohammed Ali Jinnah said, “There are two 
powers in the world; one is the sword and other is the pen. There is great competition 
and rivalry between the two. There is a third power stronger than the both, that of the 
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women” . This third power is strongly needed for nation building – a herculean task, 
which requires knowledge, skills, empathy, vision, and many other attributes. The 
objective of current work is to look into the gaps in religious teachings, practices, and 
perceptions due to regarding women's engagement in economics processes, 
particularly in Pakistan. Methodology is based upon systemic review of published 
literature from multiple sources coupled with structured interviews and construction 
a few models to accept or reject following hypotheses: (1) Islam allows free 
participation of women in economic matters; (2) The West pioneered women 
emancipation;(3) Women can perform as well as men in academic and business 
activities; (4) their contribution in economic and business sectors is not recognized; 
(5) Child birth and child rearing are nation building activities but are not accounted 
for. However, any compensatory mechanism is yet to be devised; (6) although 
women are more productive in many work spheres, they are paid less than men; and 
(7) Better academic performance by women and their lesser induction in 
socioeconomic processes would have negative societal impact. Our findings are: 
(1)no religious restrictions; (2)the West cannot claim pioneering role for women 
emancipation; (3) the performance of women was found comparable to that of the 
men ; (4) their contribution in economic and business activities is not recognized; (5) 
there is evidence of discrimination in pay and length and service on gender basis; (6) 
no compensatory mechanism was found for the women performing their biotic 
drudgery; and (7) negative socioeconomic impact would be evident because of no 
participation of the women with high competency in different professions, 
particularly in education and healthcare. For adequate empowerment of women in 
Pakistan, it is recommended to focus on factors like mass awareness, general 
sensitization, gender friendly laws, strong political commitment, and structured 
usage of media to change mindset.

Determinants and Deterrence of Crimes in the Punjab

Dr. Shabib Haider Syed

Crime is an outcome of multiple and complex social, economic, cultural and family 
interactions. There is a variety of causes and prevents have been suggested in 
literature. These causes and measures of deterrence vary from country to country 
because of different social and cultural institutions. This paper is an attempt to study 
the determinants and deterrence of crime in the province of Punjab which is the 
largest province of Pakistan. Pakistan is an Islamic democratic country and Islam has 
strong injections to control the crime in the society. The life and property are sacred in 
divine order of the things therefore such elevated rates of crime need to be analyzed 
to save the institutional fabric of the society.
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A Theoretical Extension of Divine Capital Model 2012 and Its 
Application to Management and Organizational 

Performance

Dr. Uzair Al-Bazi 

Organizational performance is conventionally understood as a function of various 
forms of economic and social capital. With the gradual development of faith based 
models in Economics some new concepts of performance and efficiency have 
emerged during recent years.  The Divine Capital model 2012 provides and 
alternative approach to factor productivity and growth. The Divine Capital includes 
individual's religiosity, spirituality, morality and reinforcing environment that leads 
towards a typical wisdom. According to this model the Divine Capital places the role 
similar to the other forms of capital (physical, financial) in many cases. The present 
study attempts to extend the Divine Capital Model 2012 to understand issues and 
dynamics of organizational performance. The present paper reviews the existing 
research on the issue and provides additional theoretical background for application 
of Divine Capital Model to factor productivity, management and organizational 
performance. The paper provides insights for future research on organizational 
productivity and economic growth.

Ethics and Allocative Efficiency in Textile Industry in Pakistan

Syed Kafait Hussin Nqvi

This study is an attempt to explore the role of ethics in resource allocation and hence 
allocative efficiency in the production process at an industry level like textile in 
Pakistan. It is generally believed that ethical behavior contributes towards the 
success of a business enterprise and unethical behavior like corruption; coercive acts; 
robbery and biasness disfigure the market structure which leads to inefficiency. The 
indications of unethical conduct have been found both in government and private 
enterprise which lead to sub optimal allocation of resources. For the empirical 
evidence of the proposition, I will use Frontier Cobb-Douglas Cost Function. Then it 
will be rational to empower the ethical ingredients of any production unit. It can be 
suggested that collective efforts to minimize unethical practices may result an 
efficient allocation of resources which can contribute to the economic development.
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Determinant of Happiness: Some Migration Evidences for 
Pakistan

G. Fatima Shaif

The main objective of this paper to explore the relation between migration and 
several proposed determinants of happiness for the Pakistan from 1980-2012. Only 
some of the determinants have been employed in the happiness literature. Our 
dependent variable is net migration which will regress on GDPPC, LIFEEXP, and CO2 
emission, Economic Freedom, Total Crime, Civil War and Neighbor. In doing so this 
relies on macroeconomic, cross-jurisdictional analysis rather than using the 
microeconomic data as is so often done in the literature on migration. To investigate 
migration patterns between jurisdictions where conditions are different is important 
way to test the determinants of happiness (like economic, political and social setups). 
To test the components of human welfare by using migration data is based on a 
strikingly simple proposition about the behavior, if life is better there than here, 
people will tend to leave here and go there where they have more opportunities for 
enjoying life. 

The crime and political freedom and environmental factors are also notable for 
migration decision. If migrants is a rational, and well informed then the results will 
indicate that the determinants of happiness are somewhat different that what the 
survey based literature suggests. Usually, the desire to improve standard of living and 
to avoid uncertainty of their future perspective is the most consistent motivator of 
the migration decision. But there is also some evidence of environmental conditions, 
law and order situation and also internal and external conflicts which is prompting 
global migration .The importance of crime and political and economic freedom are 
also very notable in the decision of migration for the ultimate objective of happiness. 
The results will have some implications for the extensive criticisms of gross national 
product as a measure of human welfare. Many criticize emphasis on material 
prosperity at the expense of other considerations as dolefully shortsighted. 
Generally economic growth and the findings of the happiness literature tend to 
underestimate the role of the standard of living while enhancing welfare.. So the 
decision of migration becomes important in exploring the determinant of 
happiness.
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Knowledge, Wisdom, Leadership and Vision: A Divine 
Perspective

Jamil Anwar and Saf Hasnu

The objective of this paper is to define the term 'knowledge'in its broader term and to 
explore the sources of knowledge and its influence on the leadership and vision of 
the learning organization. A conceptual framework for learning organizations is also 
developed. The paper investigate the philosophical foundations of the term 
“knowledge”. The role of knowledge in creating wisdom, leadership and vision is 
analyzed and clarified in organizational context. A theoretical background is used to 
develop a conceptual framework for learning organization. 

Findings–Knowledge is defined as the sum total of divine knowledge and scientific 
knowledge. Divine knowledge is authentic and is based on spirituality, religiosity and 
ethics while scientific knowledge comprises professional and technical know how 
about a phenomenon. This combination of knowledge will create wisdom both 
atindividual level and at organizational level. Leadership equipped with this 
knowledge and wisdom, will be authentic and the vision of such organizations is 
sound, clear and compelling. The learning organizations must equip themselves with 
knowledge, wisdom, authentic leadership and compelling vision for developed 
people, sustainable profit, integrated society, and pervasive spirituality. The research 
is based on the literature review and the personal understanding and observations of 
the author. The conceptual framework needs to be tested and explored further for its 
validation and reliability. Work and materialistic lives of people cannot be separated 
from their religious, spiritual and moral lives. Following the proposed framework, the 
organizations will be able to attract those people whose personal visions and value 
systems is aligned with organizational ones and will make organizations productive, 
sustainable, and purpose driven. The paper provides a unique conceptual framework 
for learning organizations where authentic sources of knowledge combined with 
scientific knowledge is shown as a foundation for crating wisdom, leadership and 
vision in one setting.

Keywords: Knowledge, Wisdom, Leadership, Vision, Learning Organization
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Challenges of Halal and Haram in Islamic Economics: An 
Analytical Study of Underdeveloped Muslim Countries.

Nasira Mehmood.

 The notion of Halal (Permitted) and Haram (Forbidden) is very important in 
production, distribution and consumption of commodities in an Islamic economy. 
The research will be conducted to study the challenges of Halal (Permitted) and 
Haram (Forbidden) faced by economies of Islamic countries. In Muslim countries, 
Quranic injunctions and prophetic traditions on economics are integrally related to 
the business environment and cover all major and minor economic activities. 
According to laws ordained by Allah, some cultivation is forbidden, some 
transactions are banned and some business policies are prohibited. In this situation, 
Islamic economies have to be conscious about what is allowed and what is forbidden 
while deriving economic policies, producing commodities, selling merchandize and 
while consuming products as well. The underdeveloped Muslim countries when 
come into business with non Muslim countries face the challenge of Halal and Haram 
as they have to compete with these countries in international market. The aim of the 
study is to find out the difficulties faced by the Muslim countries in such situations 
and to observe that is the concept of Halal and Haram, the hurdle in the way of 
progress and prosperity of Islamic countries? The paper will analyze all the major 
transactions between Muslim and non-Muslim countries whether Halal or Haram 
and sort out that what is its effect on Muslim economies?

The research will be descriptive and analytical. It will give a mechanism to solve the 
problems faced by Muslim countries.

Keywords: Islamic Economics, Halal and Haram, Underdeveloped Muslim Countries. 

Divine Economics: Scope & Challenges towards bridging the 
Gaps in Conventional Economics

A Shariah Perspective, Ms. Zunaira Gull and Ms. Farhana Mehmood

Allah the Almighty is the sustainer of whole universe in which both Muslims and non 
Muslims have equal rights in all aspects of worldly life. Islam encourages its people to 
cooperate with the people of other religions in the field of economics because it is 
obligatory to earn their livelihood in a just way. It is difficult to cut off from the people 
of other religions in this matter. Islam allows the fullest partnership between the 
Muslims and the non-Muslims except few commodities which are prohibited in 
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Shariah. In fact, Quran and Sunnah encourage these business dealings under the 
Shariah injunctions and the businessmen has to follow the ethical norms and moral 
values such as justice, truthfulness, fair dealings etc because they are universal in 
nature. 

This research explores the effect of fundamental principles of business transactions 
for a Muslim who conduct his business activities with the non-Muslims within state 
and International level.   These interactions become the cause of brotherhood 
between the people of different religions.And it helps in reducing all kind of injustice 
and brings them to a point which is common between them. 

The aim of the study is to highlight the value of these socio-economic ethical norms 
and principles of Islamic transactions which is cause of creating peace and harmony 
between religions and benevolent for whole community.  The methodology used for 
this research will be qualitative, descriptive and analytical which will serve to explore 
the mechanism regarding the injunctions of Shariah about interfaith business 
transactions.

*****

****

***

**

*
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