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Abstract
Purpose – This paper aims to investigate the relationship between Islam and economic underdevelopment
that characterizes manyMuslim societies. It examines theWeberian thesis regarding Islam and development,
assessing the role of Islamic law, in addition to the concepts of rationality and fatalism.
Design/methodology/approach – The paper reviews the major theses regarding the link between Islam
and development and makes an attempt at explaining economic underdevelopment by engaging the most
prominent arguments in this regard.
Findings – Lack of development in most Muslim societies is a multidimensional problem, and it would not
help to rely on explanations that are culturally deterministic or sociologically reductionist.
Practical implications – Development requires improvements at various regulatory, economic,
educational, and social levels. It also requires a significant transformation in people’s value systems that
guide their actions. This requires a process of self-examination, not only looking at exogenous factors to
explain failures, but also to focus on one’s own responsibility to alleviate crisis situations.
Originality/value – This paper challenges many of the for-granted theses regarding the purported link
between Islam and development. While not dispelling the need for internal reflection for Muslim societies, it
puts some of the popular arguments regarding this link in proper perspective.
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1. Introduction
Earlier studies have attempted to uncover the potential relationship between particular
religious beliefs and economic variables. Grier (1997), for example, found that the
growth rate of Protestantism is considerably and positively correlated with real per-
capita GDP levels. Barro and McCleary (2003) contended that stronger religious beliefs
stimulate growth because they facilitate the maintenance of particular individual
behaviors that boost productivity. Borooah and Iyer (2005) suggested that religion in
India has significant implications on education policy, in particular, and development
policy, in general. Based on their analysis of World Values Survey data, Guiso et al.
(2003) found that on average – despite the inter-religious differences – religion is
positively related to attitudes that are favorable of free markets and healthier societal
institutions. That study indicated that religious people have more trust in others, have
more confidence in the government and the legal system, and are more likely to
consider that market outcomes are fair. They did find, however, that different religions
have different consequences on people’s economic attitudes. Iannaconne (1998)
summarizes the debate by indicating that:

Religion seems to matter, but its impact is far from uniform. It affects some behavioral outcomes [. . .]
much less than others; many effects vary across denominations [. . .] and some effects [. . .] relate most
strongly to levels of belief, whereas others relate more strongly to levels of involvement (p. 1478).
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While different explanations can be brought forward to explain this phenomenon and its
causes, the purpose of this paper is to investigate the relation between Islam and the
economic underdevelopment that characterizes many Muslim societies[1]. Because “Islam is
always present in the institutional imagination of Muslims” (Facchini, 2013), exploring the
relationship between the two becomes of prime importance.

2. A brief historical context
There is a great controversy about whether the underdevelopment of Muslim societies can
be attributed to indigenous factors, particular to those societies themselves, or to various
exogenous factors. Many suggest that underdevelopment cannot be attributed to one single
overriding factor, and that there is a complicated web of reasons that could explain this
phenomenon. Historians have investigated how the center of economic and cultural activity,
which was centered to the East of Europe and in Baghdad in the year 800-1200, shifted to a
very different place in the year 1400. “What had happened?,” they ask (Wolf, 1982).

In the year 1400 and on, Europe was changing, and the earlier prevalent powers were
disintegrating. The Middle Eastern society was gradually getting fragmented after a series
of foreign incursions, successive crusades, and the fall of Baghdad at the hands of the
Moguls in 1258. Muslim societies, especially those in Arab polities, started to wane in
political, military, and cultural influence. Europe started to gradually pick up power and
domination at several fronts. The Reformation movement, the Enlightenment, and the
various political and intellectual revolutions marked the rise of the West. A few centuries
later, the only significant Muslim power of the Middle East, that of the Ottomans, started to
get weaker becoming “The sick man of Europe.”

Some scholars explained this rise by better access to the Atlantic, increased commercial
activities strengthened by colonialism, and institutional changes that placed some checks on
monarchy and allowed for the emergence of an entrepreneurial class (Acemoglu et al., 2002).
Others cited the impact of the Reformation and Enlightenment on the development of liberal
values of individualism, secularism, equality, and democracy (Cantori, 1997). Individualism
specifically was a driver of economic activity and, thus, may have been a primary source for
the ascension of the West (Greif, 1994). McNeill (1990) indicates that the rise of the West
could be ascribed to successful contact with other cultures where novel skills and
competencies were borrowed and developed. That is how the center of economic power
shifted to Europe based on cultural and economic exchanges. Medieval Christianity in the
West was allegedly not compatible with economic development as it “stigmatized profit-
making and entrepreneurship” (Granato et al., 1996), and, thus, inhibited individual business
aspirations and profit-seeking motives. A progression in the Western Christian church
occurred, however, which led to “the systematizing, antimagical, logical tendency of late
medieval Christianity combined with a strongly practical, this-worldly concern with
personal salvation” (Chirot, 1985, p. 190). Religious rationalization in Christianity was a
gradual process eventually leading European merchants to develop ethics that were more in
line with positive economic behaviors. The rationalization of law created an economic
environment that was an important catalyst of capitalism. Other – more controversial
arguments – reason that the slave trade which underdeveloped Africa, contributed
significantly to European economic development (Rodney, 1972; Darity, 1992).

The rise of Europe was coupled with a gradual degeneration of Muslim societies. At the
political level, the empires that controlled vast areas of the Muslim world (such as the
Ottoman Empire in the Middle East and the Qajars in Iran) became weaker and
marginalized by growing European powers. This gave way to tens of separate states with
various agendas and often in conflict with each other. The region did not fare well on the
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economic front either. The growing powers of European companies, which had sizable
business in the Middle East, eclipsed the powers of local companies. The latter could not
parallel their foreign competitors, not in terms of size nor in terms of technology. Middle
East economies stagnated, and it became apparent that structural problems were impeding
growth for a long period. Different remedies were tried with no material success. Despite the
variety in their economies and political systems, the common feature of those countries has
largely been lagging economies and slow productivity. This has driven many scholars to
explore the extent to which the common religious fabric that unites those societies could be
responsible for economic underdevelopment (Lewis, 1993; Landes, 1999; Kuran, 2004).
Although far from being embraced by all scholars, it seems to be the agreement among
many theorists that underdevelopment can be attributed to Islam itself (Noland, 2005).
Facchini (2010), for example, asserts that because law in Islam is based on God’s word, it
cannot be secularized and, thus, becomes resistant to change and development. In addition,
he asserts that the Islamic law puts restrictions on private property and renders a number of
inequalities that create impediments to proper business functioning.

Europe also witnessed an increased interest in militarization and expansion. There
needed to be some new areas to conquer. European powers started to colonize parts of Asia
and Africa to expand their manufacturing sectors and secure new markets (Hasan, 2012).
The European colonial presence in Africa and Asia has been argued to have drained the
resources of the colonized, and “destructed the indigenous knowledge, value-adding skills,
and the economic systems” (Hasan, 2012, p. 155). When the Europeans left their colonies,
they left many of them in dire need of development. What they introduced in terms of newer
technologies and educational systems were dwarfed by the creation of debilitating economic
systems and fragmented polities. Commenting on colonialism in India, Alexander (2017)
asserts that:

Colonialism was certainly a far more traumatising experience for colonial subjects than their
colonisers. They suffered poverty, malnutrition, disease, cultural upheaval, economic exploitation,
political disadvantage, and systematic programmes aimed at creating a sense of social and racial
inferiority.

This description would also fit colonized Arab andMuslim societies.

3.Weberian thesis on Islam
Linking religion and economic development is not new to development literature. Max
Weber (2003) inThe Protestant Ethic and the Spirit of Capitalism initiated the argument that
the Protestant Reformation facilitated the advent of modern capitalism. Weber’s argument
seems to lead to the conclusion that religious convictions and traditions have significant
implications for economic development. The conventional wisdom among many
sociologists, however, has been that the role of religion is consistently disappearing in an era
of development and enlightenment (Iannaconne, 1998). This has led to a secularization
theory, whereby it is acknowledged that religious beliefs and practices dwindle with the
level of education and income levels. On the other hand, there is a stream of evidence that
strongly points to a clear relationship between religion and economically relevant behavior
and accordingly “secularization thesis is wrong” (Iannaconne, 1998, p. 1468).

Weber asserted that the Protestant Reformation movement reinforced the rise of modern
capitalism (Hansen, 1963), a phenomenon that has not been repeated elsewhere. This is not
to say that capitalism is a creation of the Reformation, an observation that he termed
“foolish and doctrinaire” (Weber, 2003, p. 91). He argued that the West had not only been
exceptional in spawning modern capitalism, but also in producing outstanding rational
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structures in law, administration, science, art, architecture, and music (Huff, 1999). Weber
explained his views pertaining to the dynamics that culminated in modern capitalism, and
he conjectured on why this was not possible in other civilizations. He was particularly
interested in the relationship between religious ethic and conduct offering various internal
and external reasons for this phenomenon (Schluchter, 1999). He sought to discern whether
or not any of the other world religions had given rise to economic ethics analogous to the
inner worldly asceticism of Protestantism.

Weber particularly elaborated on the development of Calvinist thinking and how it led
toward a fundamental change in attitudes pertaining to economic activity. Because people
were predestined to salvation or damnation, there developed a consistent internal need for
self-assurance that they were among the “elect.” This desire to be elected for God’s grace led
to an unremitting pursuit of God’s blessing. Calvinism, thus, created an overwhelming sense
of a continuous need for a divine sign that a person is among those who have indeed
received the grace of God. This sign is exemplified in a system of the good works that the
believer demonstrates and accordingly that a person’s life is transformed toward more
productivity and economic action. God’s sign of blessing comes through “good works”
demonstrating one’s good fate. Calvinism, thus, amplifies the internal anxiety in an
enormous manner, thus increasing the drive for continuous world mastery (Schluchter,
1999). This internal anxiety, according to Weber, is not found in Islam, and from this, Islam
has acquired its anti-development stance.

Despite the fact that Weber’s thesis has gained lots of popularity, it has its share of
critics. Almost no one accepts it at face value (Noland, 2005); Iannaconne (1998) noted how
the Protestant Ethic thesis lacks empirical support, “one may reject Weber’s thesis about
Protestants and Catholics without concluding that all religious traditions are equally
conducive to economic growth or capitalist institutions” (p. 1475). Samuelson (1993)
indicated that most capitalist institutions underscored by Weber preceded the Protestant
movement so that it becomes inconceivable to expect that these were caused by the
Reformation. The argument that Islam – or any other major faith for that matter – is
inherently anti-development is challenged by opposing evidence, and there are different
views on this matter (Filipova and Bednarik, 2009). Bernard Lewis (1993), a notable author
and critic of Islam, notes that:

The charge that the Islamic religion is innately hostile to economic development is difficult to
sustain; the social and cultural causes of economic backwardness in Muslim countries must be
sought in a complex of factors (p. 347).

Another problem with theWeberian thesis, in relation to Islam, is that it is a perfect example
of sociological reductionism (Ayala-Carcedo and Gonzá Lez-Barros, 2005) or cultural
determinism (Branco, 2007). These refer to the tendency to overly attribute causes of
problems to religious or cultural factors while neglecting other reasons such as technological
transformations, changes in patterns of foreign trade, and levels of savings and investments
(Hodgendorn, 1996).

Despite the above arguments, there are scholarly contributions which hint that, directly
or indirectly, Islam has contributed to the problem of underdevelopment. When addressing
the problem of underdevelopment, some authors make a distinction between Islam as a faith
and historic Islam (Lewis, 1993). The importance of a historical perspective has been
highlighted in earlier studies (Alonso, 2011; Woolcock, et al., 2011). The distinction between
Islam, as a faith, and historic Islam, as a social construction of people’s values, traditions and
experiences, is important. Development policies that recognize the difference are more likely
to be welcomed by relevant stakeholders:
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In contemporary policy discourse, the flow of history in a developing society is too often regarded
as “the problem” [. . .] More intelligent and realistic policies would start from the premise that the
receiving society and its historical momentum are much more powerful and important than the
applied policies, and the latter only really have a chance to succeed if they can work with the flow
and the momentum of the society’s history to encourage the desired kinds of selective adaptations
(Woolcock et al., 2011, p. 87).

4. Is Islam conducive to underdevelopment?
A quick look at Muslim countries could lead to the conclusion that the severe deficiencies
that characterize them can primarily, if not solely, be explained by the common religious
fabric that joins them. Such religious fabric, it is asserted, causes people to adopt certain
work ethics and behaviors that are in conflict with the spirit of free markets (Landes, 1999).
In addition, some would argue, Islamic laws place severe restrictions on commercial
activities that significantly inhibit economic development and commercial prosperity (Voigt,
2005). Islamic laws are evident of a system that produces promulgations that stand in
conflict with sound rational economic behavior (Schacht, 1982; Facchini, 2010). It is argued
by such researchers that Islamic standards emphasize the insignificance of individuals
compared to the communal, in addition to values of traditionalism, conservatism and
fatalism. In addition, Islamic laws, by giving absolute control to God, leave nothing to the
individual which leads to legal rigidity (Facchini, 2010).

Assessing the relationship between Islam and underdevelopment is a question that has
been addressed at the empirical level. Yet, this is not a straightforward issue; a comparison
between economic performance of Muslim countries and non-Muslim countries provides
rather a simplistic perspective. In trying to make a direct link, one has to control for the
impact of other contributing factors that may confound the relationship. Noland (2005), in
trying to rule out the impact of country-specific variables that diverge from one context to
another, studied three multi-ethnic societies with Muslim presence, India, Malaysia and
Ghana. He concluded that there is no support to the notion that Islam is inimical to growth:

On the contrary, virtually every statistically significant coefficient on Muslim population shares
reported in this paper – in both cross-country and within-country statistical analyses – is positive.
If anything, Islam promotes growth (p. 1215).

Krasnozhon (2007) found that Muslim post-socialist countries have tended to outperform
those with an Orthodox Christian tradition, although Muslim-dominated socialist countries
were characterized, on average, by lower levels of economic development than Christian-
dominated countries. LaPorta et al. (1997) classified Catholicism, Orthodox Christianity and
Islam as “hierarchical” religions, indicating that countries with dominant hierarchical
religions have lower-quality bureaucracies and inferior substructures. These findings are
interesting because they include two main branches of Christianity into the inefficiency
equation. However, LaPorta et al. (1997) did not find a significant relationship between those
religions and growth. Guiso et al. (2003) found “Christian religions” to be more positively
correlated with progressive economic attitudes compared to Islam, although they also found
differences between Protestants and Catholics in several economic attitudes.

So, the premise of any one religion, including Islam, being consistently linked to negative
economic attitudes and, thus, to economic underdevelopment is not established. In addition,
a distinction needs to be made between religious beliefs and people’s practices (Guiso et al.,
2003). People’s practices are based on their understanding and interpretation of religious
teachings, and such practices differ from one context to another depending, not only on the
political, economic, and social environments, but also on the varying roles that religious
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leaders and religious institutions play in such contexts. The question is not only whether
Islam has fostered certain economic attitudes and behaviors. A more telling question would
be to what extent had Islamic thought consistently fostered those attitudes and behaviors,
and in what contexts it started to play a role that some would consider inimical to growth.
The argument that we present in the next section advances two things. First, there is
nothing – at the conceptual level – in Islamic laws that would pose an impediment to
economic growth. Second, the sorry state of many Muslim societies over the past few
centuries requires a historical analysis that answers the question “what went wrong?” – to
borrow from Bernard Lewis (2002) – within broad historical, political and sociological
perspectives. We suggest some potential reasons that could explain lags in economic growth
without claiming that those are exhaustive. Underdevelopment is a multifaceted issue, and
each context would surely have a myriad of economic, technological and political causes.
Our attempt to go deep in the cultural and religious factors should not obscure the fact that
we are addressing only one aspect of the problem.

Such a distinction between Islam at the conceptual level and certain practices that
emerged at a certain point in history is important for at least for two reasons. First,
associating underdevelopment with Islam, or any other religion for that matter, as some of
the above studies suggest, is an impossible thesis to prove. Second, implications for policy
become more reasonable and feasible when certain impeding practices, rather than the faith
itself, are identified and highlighted. In the following section, we tackle three areas that have
been advanced in earlier studies linking underdevelopment to Islam.We address the issue of
Islamic laws, the (Weberian) question of irrationality as it applies to Islam, and the issue of
fatalism in Islamic thinking.

4.1 Islamic laws
This section addresses the question of whether the Islamic law, as a system, has played a
role – at the conceptual level – to inhibit entrepreneurship and economic activity. Coulson
(1957) indicates that Islamic laws do not include proper recognition of the individual:
“Islamic legal doctrine [. . .]. does not proceed on the basis of a purpose to protect the
individual against the State” (p. 56). Kuran (2004) suggests that, irrespective of the way
Muslims in everyday practice adhered to religious injunctions, laws had drawbacks that
cannot be neglected in explaining underdevelopment. On the other hand, Rodinson (2007)
asserts that Islam, since its early beginnings, was harmonious with free markets. He asserts
that Islam, like any religion, has rich traditions, which people and rulers pick and choose
from to legitimate their economic behaviors.

Specifically, there are four aspects of the Islamic law that have purportedly posed
problems for economic development. Those are the perceived sacred nature of the law, the
inherent inequalities within its legal structure, prohibition of interest, and limiting property
rights.

4.1.1 Sacred nature of the law. Some scholars indicate that Islamic law is sacred, thus
creating problems of inflexibility (Facchini, 2010). It is asserted that when people are held
accountable to a sacred body of laws, rigidity will ultimately prevail as, by its very nature, a
sacred law responds to a religious imperative that cannot adjust to changing situations and
contexts. This assertion is dubious for any student of Islamic law. The Qur’an followed by
Sunna (tradition of the prophet) are the primary sources of Islamic laws. The Qur’an is
sacred to Muslims as a holy book; this does not mean that people’s understandings of its
legal promulgations are sacred.

Except for a relatively few Quranic and prophetic statements which were unambiguous and
which contained clear and specific normative rulings, the rest of the law was the product of ijtihad
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[reasoning] [. . .]. Ijtihad gave Islamic law one of its unique features. For every eventuality or case,
and for every particular set of facts, there are anywhere between two and a dozen opinions, if not
more, each held by a different jurist. Islamic law is thus characterized by legal pluralism [. . .]
[which] gave Islamic law two of its fundamental features, one being flexibility and adaptability to
different societies and regions, and the other an ability to change and develop over time (Hallaq,
2009, p. 27).

Hallaq asserts that the charge of rigidity brought up by European colonialism is not only
wrong but ironic. Of more than 6,000 verses in the Qur’an, only 190 verses contain legal
promulgations (Badr, 1978). The Islamic law is sacred to the extent that such verses are
clear, straightforward, and not open to different interpretations. But, many of these are
indeed open to different interpretations which Muslim jurists have used to fit different
contexts and situations. A quick review of Muslim jurisprudence reveals large variety
among Muslim jurists in terms of things such as contract law and other laws of business
relevance. The Qur’an is sacred, but the interpretations are not; it is not a book of law, nor
does it contain comprehensive legal details. The closest thing to a book of law are fiqh books,
or books of jurisprudence or understanding, and these are not considered sacred. In sum, as
Esposito (1984) contends, Islamic legal history, if properly understood, offers a picture of a
vibrant, creative and responsive religious tradition.

4.1.2 Inequality. Some other scholars go as far as indicating that Islamic thought does
not respect the rule of law (Voigt, 2005). This is the case because laws are not universal; in
other words, not all people are equal under the law. Specifically, three types of social
inequalities exist: slave–master, man–woman and believers–unbelievers (Lewis, 2002). In
general, such inequalities, as Facchini (2010) asserts, are not different from those found at
some point in European history. Inequalities based on race and gender, as problematic as
they are, have characterized Western societies till recently, but this did not preclude
development. What is of relevance here is the notion that inequalities that have not impeded
economic growth in the West cannot be used to explain underdevelopment in Muslim
societies. In the specific case of non-Muslims in Muslim societies, Kuran (2011) indicates that
non-Muslim minorities were actually given the opportunity to utilize more flexible forms of
organization. This could partially explain the economic prosperity that non-Muslim
merchants experienced in many Muslim societies. The best example is Egypt in the
nineteenth century where non-Muslims enjoyed great economic freedom, which augmented
their social and economic prosperity (Reimer, 1994).

In the specific case of women, Hallaq (2009), relying on early court records, asserts that
“women possessed full legal personality [which] explains the fact that women enjoyed as
much access to the Muslim courts as did their male counterparts” (p. 64). All indications,
Hallaq adds, point to the conclusion that women approached the courts freely, both as
plaintiffs and defendants, suing, and being sued by, men and women, Muslims and non-
Muslims. It is true that a woman’s testimony was given less weight compared to that of a
man; such practices compare favorably to the experience of their contemporary European
counterparts (Hallaq, 2009). This, of course, does not justify discrimination by courts that
would have occurred due to the gendered nature of societal institutions. The issue of gender
equality in Muslim societies and its relationship to religious doctrines is evidently an issue
that requires more careful attention by Muslim jurists (Sidani, 2005). While a perfect
equality is not expected to occur anytime soon, an environment that is friendlier to women,
in terms of facilitating their participation and societal contribution, needs to be advanced.
Arguments for women empowerment grounded in Islam are bound to have great impact in
such societies where religion is very important (Hoodfar, 2007; Sidani, 2016). In the
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meantime, many Muslim societies are still suffering from a narrow understanding of Islam,
which is negatively impacting their contribution in developing their societies.

4.1.3 Prohibition of interest. It is well known that Islam, similar to some other religions,
prohibits usury (riba). This prohibition of usury is found in the Qur’an, so it is a cornerstone
of Islamic economic thinking. Usury is not prohibited only based on pure religious grounds,
but there are a variety of ethical objections to the practice (Sidani, 2015). While some Muslim
Scholars indicate that usury prohibited in the Qur’an is different from today’s interest
(Saeed, 1997), such views remain a minority. Most scholars and practitioners involved in the
field of “Islamic economics” consider interest and usury to be interchangeable terms (Ariff,
1988). Prohibition of interest is out of sync with modern economic theory, and interest-free
systems cannot be envisaged bymost economists. Yet, as Kuran (1996) asserts:

Arguments against interest-based economies could easily be integrated into secular economic
discourse. Stripped of its Islamic vocabulary and imagery, a proposal to ban interest-based
finance could be evaluated by the same standards through which secular economists assess the
merits of reserve requirements (p. 439).

Moreover, a negative relationship between economic underdevelopment and prohibition of
usury did not establish itself during the heyday of the Islamic civilization. While such
prohibition motivated Muslim jurists to come with novel financing arrangements that did
not violate Islamic law, it did preclude the development of Western-style interest-based
capitalistic structures. In practice, however, as Branco (2007) asserts, banning interest did
not greatly inhibit people’s economic choices as they often found ways to go around such
prohibition. It is true that the current integration of this perspective into the world economy
is bound to face problems; yet, to consider that the usury stance has been historically
responsible, or even a contributor, for underdevelopment is a thesis that is yet to be proven.
Kuran, a critic of Islamic economics, indicates that an Islamic sub-economy that is interest-
free is not – from a strict economic perspective – a source of inefficiency:

On the contrary, it is providing palpable benefits that secular economic agencies and institutions
are failing to provide. Although its constituent enterprises have hardly revolutionized economic
relations, they are delivering meaningful services to groups with special needs, including
individuals wishing to borrow or lend in accordance with their religious values, those in need of
guilt relief, and those seeking to establish economic networks (Kuran, 1995, p. 169).

Most Muslim countries currently adopt Western-style interest-based capitalistic structures,
and this obviously has not saved them from the economic perils that they are facing. On the
other hand, current attempts at Islamic economics are still relatively modest. Rosser and
Rosser (1998) suggest that attempts to implement Islamic principles in such countries as
Iran and Pakistan have met with limited success due to the fact that such policies have been
imposed from above with no sufficient preparation in the sociocultural environment. The
tension between a traditionalist interest-free movement, with the realities of an interest-
based world economic order, has been creating challenges that cannot be easily overcome.
The innovations in alternative financial instruments do not mean that Islamic economics
has been able to respond to all financing needs of modern business, but it – at least – has
created a window of opportunity for certain types of transactions.

4.1.4 Property rights. One of the additional charges against Islam is that it restricts
personal property. Through an elaborate linkage of Muslim theological perspectives
regarding salvation with Islam’s communal nature (Watt, 1981), Facchini (2010) concludes
that “[t]his principle of salvation announces the distinction between full and partial
property. Only Muslims can have full access to property, otherwise stated, private property”
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(p. 116). This conclusion is not supported, neither in Islamic theoretical perspectives
stemming from Islam’s original sources nor in the ensuing interpretations by jurists.

Islamic history shows that private property is respected, and that people are not
discouraged from pursuing their own self-interest, within constraints of morality (Chapra,
2010). One of the foremost Muslim jurists of all time, Imam al-Ghazali offered a remarkable
systematic analysis of Islamic law’s intentions which he called the “higher objectives” of the
law (makassed al-shari’aa). Al-Ghazali writes that the law’s grand intentions can be
summarized in five areas: preservation of people’s religion, lives, faculty of reasoning,
progeny, and their material wealth (al-Ghazali as translated in AlRaysuni, 2005, p. 20).
Preservation of material wealth, including personal property, is thus considered to be one of
the grand objectives of Islamic law; laws cannot be passed that contradict such higher
objective.

Some Muslim jurists indicated that the state can only intervene if the larger interest of
the community is at stake. This would be the case, for example, in situations of hoarding
(Qaradawi, 1995), or when people jointly own an object and one partner demands to
liquidate his/her share (Islahi, 1984). In such cases, the state can interfere to require the other
partners to liquidate the asset, provided that they are given fair compensation for their
share. This is no different from cases in modern times when a municipality, for example,
requires a landowner to relinquish his/her ownership or provide an easement or right-of-
way in the interest of the greater public good.

Two reasons can be brought forward to explain the perceptions that Islam does not
respect private property. First are the practices of some Muslim rulers, both in earlier and
modern times, who would occasionally compromise people’s property rights. This is similar
to what despots everywhere, both Muslim and non-Muslim, have done throughout human
history to rob people of what they own. Such occurrences are evidence of the transgressions
of rulers, rather than elements of the faith itself. The second reason is a modern one where
some scholars, Muslims themselves, to appease certain classes of society, especially the
deprived, would highlight aspects of Islamic thought that embrace a socialist perspective:

Islam teaches compassion for the poor and destitute and condemns the wealthy and arrogant.
Islam also praises worldly and material preoccupations, leaving no doubt that the guest for
material possession is not only accepted but also respected. Thus, Islam is open to a wide range of
interpretations on property rights. It can serve as the ideology of radical populist movements
longing for equality and redistribution of wealth. It can also be the means of justifying
concentration of wealth and existence of acute inequalities (Behdad, 1989, p. 78).

4.2 Rationality
Weber attempted to discern why doctrinal beliefs of other religions did not lead to the same
type of revolution that the Protestant Reformation period had on economic thinking and
practices. He indicated that Islam and other faiths have failed, even during their peak times,
to raise consciousness critical enough to positively impact economic attitudes and
behaviors. It is important to note that “Weber probably was not aware of the important and
impressive Arabic achievements in the natural sciences up until the fourteenth century”
(Huff, 1999, p. 27). Ghazanfar and Islahi (2003) indicate that it is possible to identify at least
30 Arab scholastics prior to the famous Ibn-Khaldun (1332-1404), who is by far the most
prominent Arab writer who wrote on sociological and economic issues. “A substantial
body of contemporary economics is traceable to medieval Arab Scholastics [. . .]. [such as] al-
Ghazali, al-Farabi (870-950), Ibn Sina (980-1037), Ibn Rushd (1126-1198), and others” (p. 24).
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Weber asserted that only the occident knew the concepts of citizenship, rational law and
science (within the modern understanding of science) and a system for rational conduct. In
the occident, we find “a very different form of capitalism which has appeared nowhere else;
the rational capitalistic organization” (Weber, 2003, p. 21). So, if only in the West we find
systems that produce rational organizations, does this mean other world systems are
incapable of producing equally rational entities? To attempt to address the issue, one has to
dissect the concept of rationality and what it really means. Crone (1999) did just that,
severely criticizing the concept of rationality as presented byWeber:

Rationality is thus too untidy a concept to serve as a tool of analysis. Moreover, it is never clear
whether it stands for the outcome of the European evolution or on the contrary for its cause. In
practice Weber treats it as both cause and effect, with the result that he tends to argue in circles:
rationality caused rationality to prevail in Europe whereas traditionalism prevented it from
emerging elsewhere (p. 248).

Crone asserted that there is no legal system in the world that can be labeled as a rational
systematic legal system. No system of law can be rational in the formal sense, not the Islamic
legal system and not the Western one. A legal system is formally rational when it is
developed by using purely rational means without regard to external factors such as social,
moral, and political considerations. But, it is always the case the external world generates
the contents of the law. Crone contended that there is nothing in the Islamic law to impede
development of reasonable economic rationality.

At a different level, Shatzmiller (2011) examined the economic performance in medieval
institutions and asserted that Islamic law was able through fatwas (religious edicts) to
respond to evolving situations. She concluded that “there is no evidence that Islamic law
was an obstacle for efficient economic decisions, rather the contrary” (p. 139).

4.3 Fatalism
In an early explanation of the role of fatalism in Islam, Norton (1924) asserts that:

Fatalism was a large factor in the victories of early Islam, for it benumbed the fear of death in
battle. Unfortunately it still tends to paralyze the spirit of progress and science throughout the
Islamic world (p. 386).

Fatalistic attitudes are used to explain the behavior of the Muslim soldier who was seen as a
ruthless careless soldier who acted bravely in the battlefield because of his belief in
predestination, that nothing could harm him except if predestined by God. Such a
perspective about Islam, one way or another, has had wide scholarly popularity (Acevedo,
2008). The fatalism thesis indicates that as Islam advocates the notion of predestination,
Muslims would have little motivation to act positively. This limits the entrepreneurial spirit,
and has drastic impact on economic development and growth.

Looking into the Qur’an, one finds verses that emphasize the all-encompassing power of
God. He is, according to the Qur’an, omniscient and omnipotent; the will of God supersedes
people’s wills “But you cannot will it unless God wills [to show you that way]: for, behold,
God is indeed all-knowing, wise” (76:30). At the same time, there are other verses that
emphasize people’s individual accountability to what they do: “whoever does what is just
and right, does so for his own good; and whoever does evil, does so to his own hurt: and
never does God do the least wrong to His creatures,” (41:46) and “say: The truth [has now
come] from your Sustainer: let, then, himwho wills, believe in it, and let himwho wills, reject
it” (18:29) –Arberry (1996) translation.
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Such verses have occupiedMuslim logicians’ discourse for centuries in describing the role of
God’s will and people’s will; assimilating between the concepts has proven to be a continuing
philosophical challenge. Muslim sects differed as to the role of free will and their responsibility
for their actions. A small – nowwithered –Muslim sect – called aljabriyah or Jabrites embraced
the creed of divine compulsion (Groff, 2007). Those were extreme fatalists who believed that the
will of God supersedes and nullifies people’s will, and thus people have no say in their destinies.
The mainstream surviving school of thought in this matter, called the Ash’arites, posits a
balance between God’s omnipotence and human accountability for their acts. The Ash’arites
developed the theory of acquisition (kasb), which entails that people have the free will to choose
acts, but God created in them the capacity to act (Groff, 2007). Astonishingly, the Ash’arites
would agree wholeheartedly with Calvin’s perspective:

Calvin had no difficulty maintaining two apparently conflicting concepts: that God is all-powerful –
and that ‘man’ has full responsibility for himself. And, he saw no contradiction in maintaining that
God foreordained everything (Adair-Toteff, 2011, p. 25).

Other major schools of Islamic thought, including the Shiites, have a similar understanding
on this point.

This could explain why Christian philosophers before the Reformation period did not
criticize the Islamic doctrine of predestination because they – i.e. the Christians – were
committed to the same concept themselves (Almond, 1989). Almond also noted that even
after the Reformation period, this concept was only criticized in context of the military
motivation of Muslim warriors. The psychological correlates of predestination were
nevertheless the subject of criticism: “the image of resigned, indolent, fatalistic Muslims was
an important part of anti-Islamic argument” (Almond, 1989, p. 43). Lewis (1993) asserted
that while it is difficult to attribute the attitude of fatalism to Islam in abstract theological
terms, this notion can be supported in the historic practices displayed inMuslim societies.

On the other hand, Kuran (1997) indicated that no major religion is free from fatalistic
elements. Barakat (1993) asserted that:

[. . .] explicit expressions of fatalism do not always imply submission, resignation, or refusal to
take personal responsibility. For both early and present-day revolutionary Muslims, fate is
understood to mean having to struggle to change reality (p. 193).

Likewise, Rodinson (2007) indicates that a close look at the early Islamic sources will show
that rationality and activism, not irrationality and fatalism, are the dominant values. In an
interesting study about fatalism in Muslim societies, Acevedo (2008) found that Christians
living in Muslim countries are no more fatalistic than their Muslim counterparts. In fact, he
found that in Indonesia, Christians reported higher levels of fatalism compared to their
Muslim compatriots. He concluded that fatalism has to be understood within a historical and
cultural context that is beyond what can be explained by religion alone. The downside of
fatalistic attitudes cannot, thus, be traced only to elements of the religion; Muslim
theologians have been struggling with this issue similar to their Christian counterparts. It is
more likely that several cultural and historical factors meshed together, with some social
construction of religious premises, to produce fatalistic attitudes hostile to development.
This is an issue that is still invoked in Muslim religious discourse, the implications of which
will be discussed later in this paper.

5. Explaining economic underdevelopment
The fact remains that most Muslim countries currently suffer significant development
problems and are not well positioned compared to other countries. Some authors trace the
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beginning of Muslim decline to the eleventh century after the political fragmentations and
crusade wars. Others put the date at about 1260 after the Moghul invasion of the Middle
East left Baghdad, the jewel of theMuslimAbbasid Empire at the time, totally destructed. In
this section, we attempt to present some of the potential explanations that have been argued
by various researchers to be behind the current malaise. Particularly, we address Kuran’s
thesis of lack of institutional development, the emergence of impeding value systems, and
the role that Sufism played in the process.

5.1 Institutional deficiencies
Kuran (2004) underscores several institutional systems that have hampered economic
growth in Muslim societies. He noted that the Islamic legal system was strikingly devoid of
the concept of the business corporation. The Islamic law contained major references to
partnerships, but partnership forms remained virtually unchanged till the nineteenth
century. Western systems were more hospitable to evolving forms, especially during the
period from the sixteenth century to the early nineteenth century. The development of joint-
stock companies paved the way to the growth of companies pooling large sums of money
designed for multiple purposes. Such an evolution was not present in the Muslim societies
where institutional stagnation prevailed and the legal system did not develop. Consequently,
the same institutions that once advocated economic activism from the eighth to the twelfth
century, handicapped economic productivity when, centuries later, commercial activities
became more complicated. Kuran contended that while it is easy to link Islam to institutions
supportive of economic enrichment, the lack of legal development was detrimental.
Shatzmiller (2011), on the other hand, challenged the premise that Islamic economic
institutions have historically been inefficient suggesting that this is not supported by
empirical evidence:

The link between the medieval institutions and the inefficiency of Islamic economic institutions
drawn in these studies does not withstand scrutiny on the basis of the empirical evidence. A
methodology, which in its rush to produce theory, trumps, ignores and misrepresents historical
evidence, will get its conclusions wrong (p. 176).

While the point that the inability of Muslim societies to develop “corporations” is interesting,
one needs to understand the process of the development of the corporation in Europe. Banaji
(2007) noted that when joint-stock companies were structured in Europe on the eve of the
seventeenth century, they in turn built on the heritage of the previous types of merchant
capitalism whose origins lie in earlier Europe and much earlier in the Islamic world. In
addition, partnerships continued to be the most used and prevailing form of capitalist
organization till the nineteenth century. So, if the rise of the West is dated to have started
since the sixteenth or seventeenth century, then the rise of new organizational structures
could not have possibly been a leading cause for development in the West. Actually, new
organizational structures became more needed after growing complexities in world trade,
the industrial revolution, andmajor technical advancements. In Muslim societies, and after a
commanding role in the growth of capitalism in the Mediterranean, according to Banaji, the
balance of economic powers started to tilt toward Europe, especially after the Crusades. The
Mediterranean lost its economic power to the benefit of Europe after a series of political and
military changes that shuffled powers:

It was the war with the ‘Arabs’ that gave Genoese enterprise its first decisive push. Thus
Portuguese expansion started on a classically Mediterranean model, even if its consequences were
destined to end the centrality of the Mediterranean (and “Antiquity”) forever (Banaji, 2007, p. 63).
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The fact remains that the concept of the corporation did not emerge in the orient. The
inability of Muslim legal systems to develop such an organizational form can be attributed
to the faltering of independent reasoning that characterized jurists’ thinking for centuries.
This led to development of values that were more attached to tradition and stability rather
than modernism and change, a thing that is explored in the next section.

5.2 Values
Attempting to address the issue of values, one has to go back to Islamic history itself. The
agreed-upon foundations of Islamic law are, in most cases, broad, outlined in the Qur’an or
the behavior of Prophet Muhammad, to which the vast majority of Muslims agree. When it
comes to details, more interpretation and deductive reasoning (istinbat) are needed. A major
institution that has developed in Islamic history is jurisprudence (fiqh) which represents
efforts to develop an acceptable interpretation of the holy texts. A major source of Islamic
fiqh comes from ijtihad, which means exerting effort and using reason to reach an opinion.
Islamic jurisprudence is extensive, engulfing ritual worship (Ibadat) and societal and
economic dealings (mu’amalat). It is evident that fiqh stagnated after the “closure of the gate
of ijtihad” which happened somewhere between the fourteenth and fifteenth century (Zafar,
1998), or probably much earlier according to some researchers (Schacht, 1982; Kuran, 1997).
The notion of closure of the gate of ijtihad has been challenged by some theorists, most
notably Hallaq (1984) who considered these views to be “entirely baseless and inaccurate”
(p. 4). Irrespective of this controversy, it is evident that ijtihad became more constrained
(Alwani, 1992). This was a measure to protect Islamic thought from “heretic” intrusions and
un-Islamic innovations. The impact of such a phenomenon became evident when
commercial operations became more complicated together with an increase in their scope
and size. Values of independent thinking, logical reasoning, use of intellect and one’s mental
powers were gradually abandoned, and imitation (taqlid) replaced ijtihad. As a repercussion,
the rich traditions and methodologies used by earlier fiqh schools faded away, which was
contrary to the practices that were prevalent in earlier Muslim societies.

At another level, Islam’s message of individual accountability seems to have been lost in
a communal tribal society. The grand objectives of Islamic law (makassed al-shari’aa)
emphasize respect to one's individual religion, life, and wealth. Yet, some scholars assert
that what historically emerged within Muslim societies has been a concern for communal
interest at the expense of the individual. This level of importance given to communal
interests led to marginalization of the individual in actual practice. This is due to the fact
that an overriding tribal structure imprisoned the Islamic message of individualism (Bellah,
1991; Malik, 2001):

Bellah and others acknowledge that Muhammad, nearly a millennium before Luther, had
preached the individual’s direct responsibility to God, but they suggest that the Islamic message
of individualism got trapped in the tribal social structure. Tradition kept the Muslim tied as ever
to his tribal community. The Islamic concept of individual freedom, Bellah argues, “was too
modern to succeed. The necessary social infrastructure did not exist yet to sustain it.” In other
words, Islam was meant to be Christian reformation, the Bedouins just did not get it (Malik, 2001,
p. 102).

5.3 Sufism
Sufism is a popular religious movement within Islam that emphasizes the “way of love, way
of devotion, and way of knowledge” (Fadiman and Frager, 1997). Much talk has been
brought forward concerning some schools within Sufism that have fostered attitudes that
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are anti-activity and anti-market. Sufism – the Islamic equivalent of Christian mysticism –
claims its start to early devoted individuals – such as al-Hasan al-Basri (643-728) – who
called for the abandonment of excessive attention to worldly affairs. It was basically a
reaction to the worldly immersion of rulers after the military successes in early Muslim
history. “These men and women pursued an ascetic lifestyle that emphasized detachment
from the material world, which, they believed, distractedMuslims from God [. . .] ” (Esposito,
1994, p. 101). Sufis try to get closer to the Creator, giving more meaning to their spiritual
existence. To some, this means self-imposed renunciation of worldly desires, involvement in
sincere prayers, and an unwavering attention to the divine being (Knysh, 2000). The Sufi
movement gained lots of popularity andmushroomed in different parts of theMuslimworld.
Despite the above commonalities, Sufi schools – tariqas or orders – have tended to differ
remarkably in their practices.

One version of the Sufi schools indicates that economic activism should only be sought as
a tool for the next-world salvation. There does not seem to be any this –worldly attention, as
was the case with Calvinism; this matches the Weberian assertion about how Sufi orders,
through their rejection of this world and concentration on the other world, impacted Muslim
societies in ways not favorable to the emergence of rational capitalism (Turner, 1978).
Sufism, according to such views, produced systems of indifference focusing on abstract
meanings, leading to fatalism and lack of activism. Such Sufis accordingly did not have the
same inner tension that characterized Calvinism which – according to Weber – facilitated
the emergence of the Protestant work ethic. To some Sufis, the objective of economic
activities lies only in self and immediate family sustenance, and any excess should be
expended to serve altruistic ideals. It is from this point that one can understand charges
against the “fatalism of Islam.” Turner (1978) displayed how some reform movements in the
late 1800s and early 1900s accused Sufism of corrupting the pure traditions of Islam where
its message of submission to God became that of fatalism, leading the way to a system of
social irresponsibility. Such representations of Islam have encouraged a general sense of
indolence and dormancy that has been impacting Islamic societies for a long time.

With the phenomenal growth of Sufism, Sufi orders have moved into fundamental
divergent directions. Many of them are characterized by charismatic spiritual leaders
(sheikhs) who exercise total control over their followers (murids). This transformed many
such orders from being a struggle to combat the lower self into a sheikh-centered path to
whom underprivileged followers submitted their wills. In addition.

Emphasis on the limitations of reason and the need for direct knowledge to experience the divine
became an excuse for the rejection of all Islamic learning and religious authority and the growth
of superstition and fatalism (Esposito, 1994, p. 109).

Such perspectives are hostile to development (Lewis, 1993) because they attach virtuousness
to extreme passivity and meekness. Nevertheless, there is a way to integrate Sufi thinking
with “a progressive and humanistic work ethic that is conducive to development and
effective organizational thinking” (Sidani and Al Ariss, 2015, p. 855).

It should be noted that irrespective of whether fatalistic attitudes are the source of
economic inactivity or mere results of economic and societal backwardness, this
phenomenon persists. Current Muslim discourse is tending more toward emphasizing self-
mastery, will-power and the personal ability to change conditions. This is done entwined
with Muslim traditions that emphasize God’s power over life and His power over events. To
compromise the two issues is not obviously easy, but again, this has been the case since the
concepts of free will and predestination were considered by early philosophers in most

Critical
analysis

657



major religions. In an investigation of a major change in the value system of Malaysian
Muslims, Sloane (1999) senses a changing tone amongMuslims:

The true spirit of Islam [is] [. . .]. evidenced by a man maintaining an open mind, learning to grow
and change, using modern technology and ideas, but [nonetheless] allowing himself to be led and
influenced only by Allah. To be a true Muslim, like the Prophet, Malay Muslims had to increase,
not decrease, their exposure to the world, while at the same time helping to improve it (p. 73).

6. Conclusion
Lack of development in most Muslim societies is a multidimensional problem (Tibi, 1990).
Exogenous problems, both historical and contemporary, should not be discounted. Historically,
colonialization deprived those societies of much of their resources, destabilized their
educational systems, and postponed many of their political and economic aspirations. In
contemporary times, the intersection of global interests has been partially responsible for the
creation of weak mini-states that spend much of their budgets on military expenditures and
much less on educational and social development. The interest of this paper has, however,
focused on some potential internal reasons that have contributed to the general state of decline.

In explaining underdevelopment, it would not help to rely on explanations that are, as
explicated above, culturally deterministic or sociologically reductionist. Development
requires reform at different levels: educational, social, legal, and economic (Tibi, 1990; Lewis,
1993; Esposito, 1994; Kahf, 2002). It also requires improvements of the legal structure and
compliance, construction of productive human capital, improvement of market functioning,
enhancing output growth, increasing labor force involvement, and changing patterns of
consumer behavior (Kahf, 2002). Investments in the educational system and transfer of
knowledge are also profoundly needed (Muysken and Nour, 2006). But, most relevant to our
current discussion, it also requires a significant transformation of people’s value systems
guiding their actions. This entails a process of self-examination, not only looking at
exogenous factors to explain failures, but also to focus on one’s own responsibility to
alleviate crisis situations.

In conclusion, the discussion about whether Islam can instill values that are
commensurate with commerce and capitalistic endeavoring has captured the interests of
many scholars, Muslims and non-Muslims. Yet, this is not the only issue, or perhaps not
even the most urgent issue that deserves to be explored. The more pertinent question to be
asked is that is there a role for a Muslim-based understanding and practice that offer a
compassionate form of capitalism? There is not much evidence, unfortunately, that this is
indeed happening. However, this promises to be a fascinating area for future researchers to
explore.

Note

1. As this paper focuses on Islam and underdevelopment, the capacity of an Islamic political system
to embrace democratic values, though a worthwhile investigation, is not part of this discussion.
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