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ABSTRACT. This paper is a critical response to the lead paper of the discussion forum
entitled “The World Economy and Islamic Economics in the Time of COVID-19”,
written by Benamraoui (2021). Benamraoui (2021) looked at the COVID-19 pandemic
from the economic perspective. He pointed out that it has brought unprecedented
challenges to the world economy, that have never been experienced before, including a
sharp decline in economic output and substantial increase in the level of
unemployment. He suggested that Islamic finance could provide solutions to reduce the
impact of the pandemic. This paper argues that, it is true that COVID-19 has negatively
affected the world economy in an unprecedented way. However, this is a global crisis
like many other global crises that have battered the world before, and it will soon be
over. This paper also argues that one should not overlook the other side of the coin, as
many studies, articles, and blogs are coming up, showing some of the positive effects
of COVID-19. This paper also argues that even though the suggested Islamic solution
could help in reducing the negative impact of COVID-19, but the problem is, who is
going to implement it? Even some Muslim countries may not apply it, waiting for a
solution to come from the West.
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1. Introduction

The year 2020 has witnessed tremendous and ex-
traordinary changes in the lives of people worldwide.
This is caused by the spread of the Corona virus pan-
demic known as COVID-19, which started in the city
of Wuhan in China in December 2019, and then
spread across the world in 2020. The pandemic has
adversely affected huge numbers of people from all
parts of the world in their personal, social, and pro-
fessional lives. It touched their health, psychology,
education, employment, social, cultural, and econom-
ic dealings and relationships.

Scholars across the fields of health, psychology,
economics, sociology, and labor relations argue that
COVID-19 is an unprecedented humanitarian crisis
from which there can be no return to the ‘old normal’
(van Barneveld et al., 2020, p. 134). Like the year
1914 is known to be the year of the first world war,
and 1945 as the year of the end of the second world
war, the year 2020 could be called the year of the
pandemic COVID-19.

Much ink has been shed and spilled over writing
about the definition of the pandemic COVID-19, its
causes, sources, repercussions, effects, impacts,
measures to mitigate its effects, etc., in all major lan-
guages of the world and from different angles and
perspectives (see for example, Ahmed, Ahmed, Pis-
sarides, & Stiglitz, 2020; Bartik, Bertrand, Lin, Roth-
stein, & Unrath, 2020; Belouafi, 2020, Chen, Qian, &
Wen, 2020; McKibbin & Fernando, 2020; Garnier,
2020; Marmarosh, Forsyth, Strauss, & Burlingame,
2020; Steger, 2020; OCDE, 2020; Sumner, Ortiz-
Juarez, & Hoy, 2020; UN, 2020; WHO, 2020; etc.).
As Resident (2020, para 2) put it “the human race has
been terribly burdened in numerous ways: medically,
emotionally, economically, technologically, and ethi-
cally”.

Abdelhafid Benamraoui, wrote a lead discussion
paper entitled “The world economy and Islamic eco-
nomics in the time of COVID-19” for the discussion
forum of the Journal of King Abdulaziz University:
Islamic Economics. The author looked at the pan-
demic from the economic perspective. He pointed out
the fact that COVID-19, which started in China in
December 2019 and then spread globally in 2020, has
brought unprecedented challenges to the world econ-
omy that have never been experienced before.

After presenting useful data and information from
different sources, including governments reports and
reports published by international organizations, such
as the International Monetary Fund (IMF), the Or-
ganization of Economic Cooperation and Develop-
ment (OECD), and the World Bank (WB), Benamra-
oui, critically discussed the effects caused by
COVID-19 on the world economy and the financial
markets.

His analysis shows that the pandemic has contrib-
uted to a sharp fall in economic output, to substantial
increase in unemployment, to rise in markets’ volatil-
ity, and to the deterioration in the financial status of
corporations, particularly in certain industries such as
airline, hospitality, tourism, and energy. He pointed
out that the governments’ actions taken across the
globe, in response to these effects, indicate a varia-
tion in the monetary and fiscal measures introduced
in terms of their scale and scope. He also highlighted
some of the actions taken by the governments and
corporations to withstand these effects. Finally, he
concluded his paper by suggesting solutions based on
Islamic economics and finance.

This paper is organized in the following sections.
The second section presents and confirms not only
the economic impact of the pandemic, the uncertainty
it caused, the measures taken, and the policies adopt-
ed by various governments to tackle it, but also some
other negative effects. Section three presents some of
the positive effects of COVID-19 that have been ig-
nored by most studies. Section four critically discuss-
es the proposal that Islamic finance could participate
in solving some of the economic issues and problems
caused by the pandemic. Finally, section five gives
the conclusion.

2. Pandemics: Economic Impact,
Uncertainty, and Policies

According to Behravesh and Waelbroeck-Rocha
(2020, para 2), the pandemic is expected to lead to a
far deeper recession than the one that occurred during
the global financial crisis in 2008-2009. The real-
world GDP could plunge 2.8% in 2020 compared
with a drop of 1.7% in 2009. Many key economies
will see double-digit declines (at annualized rates) in
the second quarter, with the contraction continuing
into the third quarter. Furthermore, the COVID-19
breakout challenges all areas of economics, including
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health, industrial organization, macroeconomics,
finance, history, development, inequality, political
economy, and public finance, and concerns theory as
well as empirical evidence (CEPR, 2020, para 2).

As McKibbin and Fernando (2020, p. 1) argued,
the evolution of the disease and its economic impact
is highly uncertain, which makes it difficult for poli-
cymakers to formulate an appropriate macroeconom-
ic policy response. At the time of writing this com-
ment, a new wave of the pandemic COVID-19 has
started, affecting more people worldwide, especially
in the ageing European countries, where the majority
of the people are elderly, and impacting more on their
health, social, psychological, and economic terms and
relationships.

In fact, the situation is getting worse every day, as
mentioned in the joint statement issued by the ILO
(International Labor Organization), FAO (Food and
Agriculture Organization), IFAD (International Fund
for Agricultural Development), and WHO (World
Health Organization), entitled “Impact of COVID-19
on people’s livelihoods, their health and our food
systems” dated 13™ October, 2020 (WHO, 2020).
According to the statement, the COVID-19 pandemic
has led to a dramatic loss of human life worldwide
and presents an unprecedented challenge to public
health, food systems, and the world of work. The
economic and social disruption caused by the pan-
demic is devastating: tens of millions of people are at
risk of falling into extreme poverty, while the number
of undernourished people, currently estimated at
nearly 690 million, could increase by up to 132 mil-
lion by the end of the year. Millions of enterprises
face an existential threat. Nearly half of the world’s
3.3 billion global workforce are at a risk of losing
their livelihoods. Informal economy workers are par-
ticularly vulnerable because the majority lack social
protection and access to quality health care and have
lost access to productive assets. Without the means to
earn an income during lockdowns, many are unable
to feed themselves and their families. For most, no
income means no food, or, at best, less food and less
nutritious food (WHO, 2020, paras 1-2).

However, to face this worldwide problem and al-
leviate the effects of the pandemic, all governments
of all the countries of the world have taken a number
of exceptional measures to face the situation. Among

these measures, one could mention the launch of
stimulus packages and series of measures relating to
fiscal and monetary policies, comprising tax breaks,
payment deferrals, grants, along with credit guaran-
tees and delays in loan repayments.

As Bulman and Koirala (2020, para 1) reported,
governments have implemented an extraordinary
range of new policy measures to tackle the health and
economic consequences of the COVID-19 pandemic,
including actions to stop the virus’s spread, to bolster
health systems, to support economic activity and
livelihoods, and to protect the vulnerable.

A range of policy responses have been adopted by
almost all governments of the world, dealing with
both the short-term as well as the long-term in the
coming years. Many central banks and treasuries of
different countries have taken drastic measures to
curb and reduce the economic impact of the virus
outbreak. Among these measures, some governments
have cut interest rates as a demand management poli-
cy to face the problem, in addition to calling for and
adopting multi-faceted policies that require monetary,
fiscal, and health policies.

3. The Bright Side of COVID-19

Despite all what has been mentioned above, and all
what has been written about the COVID-19 pandem-
ic in the literature, one should accept that, perhaps,
COVID-19 has caused more harm than good. How-
ever, one should not close one’s eyes to the good
things that might have come up from the crisis. One
should appreciate some of the good positive things
that have been achieved, as a result of the pandemic
(see for example, Garnier, 2020; OECD, 2020;
Steger, 2020; van Barneveld et al., 2020).

The pandemic has created new job opportunities
to perform and execute from home rather than from
offices, thus, reducing the time to commute between
home and offices and the need for office space and
the bills of heating and air conditioning. The OECD
(2020, p. 3) reported cleaner air quality, healthier
water, effective waste management, and enhanced
biodiversity protection, which will not only reduce
the vulnerability of communities to pandemics and
improve resilience, but will also have the potential to
boost economic activity and reduce inequalities.
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With fewer cars and busses on the streets and
fewer planes in the sky, greenhouse emissions are
fewer. Oil and gas prices have dropped. There are
less road traffic jams, less road accidents, less pollu-
tion, less claims on insurance companies, reduced
commuting time, more use of electronic platforms for
teaching, learning, and meeting, and learning new
skills or different technologies. Some people have
been able to devote some more time for family atten-
tion and relationships, etc. (Resident, 2020; Gerada,
2020).

4. COVID-19 and The Role of
Islamic Economics and Finance

At the end of his paper, Benamraoui (2021, p. 73-75)
suggested that Islamic economics and finance,
through its key principles and investment vehicles,
including the profit and loss sharing (PLS) system,
takaful, and wagqf, could provide a number of solu-
tions to improve the resilience of the economy while
the pandemic is still ongoing. However, the question
is, who will implement these suggestions?

The 2008-2009 global financial crisis showed that
Islamic finance is, in some way, more resilient, to
some extent, to financial crises than its counterpart,
the interest-based finance (see for example, Hasan &
Dridi, 2010; Bourkhis & Nabi, 2013; Ibrahim &
Mirakhor, 2014; Khan & Muhammad, 2015). Despite
this fact, yet not many, or in fact, no country has
adopted the Islamic financial system as an alternative
to the interest-based system. Even Muslim countries
have not done so, except some and to a very minute
extent. Some of them are even reluctant to use the
word Islamic to describe the Shari‘ah-compliant
transactions.

Van Barneveld et al., (2020) warned against the
non-implementation of plausible and workable solu-
tions by reminding that:

In the wake of the 2008-2009 Great Recession, the
United Nations organised a global conference on
the World Financial and Economic Crisis and its
Impact on Development. ... Unfortunately, many of
its recommendations, although agreed by member
States, were not implemented. Had those measures

been in place, the world would have been in a bet-
ter position to deal with a global financial and eco-
nomic crisis. (p. 151)

Some countries, especially western countries, may
use one or two of the suggested solutions presented
by Benamraoui, such as the wagf-based solution, but
surely not under the same title as wagf. They may use
close synonyms, such as endowment based or charity
based solutions. It is not expected that they use the
other solutions suggested by Benamraoui.

5. Conclusion

COVID-19 has, without doubt, negatively affected
many economic sectors, which forced manys, if not all
governments of the world to take extraordinary
measures to counteract its various impacts. This is
because the pandemic hit the world suddenly. The
world was not ready for it. However, recently, after
adapting with its aftermath, the people have learnt
how to live with it.

In fact, the pandemic has also shown some posi-
tive effects on some other sectors, with some innova-
tions that were not thought of before the pandemic. It
has, for example, reduced air and water pollution, car
accidents and fatalities, saving perhaps more lives
than those who died from the pandemic. The pan-
demic has created new job opportunities to execute
from home rather than from offices, thus, reducing
the time to commute between home and offices and
the need for office space and the bills of heating and
air conditioning. As OECD (2020, p. 3) reported,
cleaner air quality, healthier water, effective waste
management, and enhanced biodiversity protection
will not only reduce the vulnerability of communities
to pandemics and improve resilience, but will have
the potential to boost economic activity and reduce
inequalities.

It is true that Islamic finance, if implemented, of-
fers plausible and workable solutions to the effects of
the pandemic as suggested by Benamraoui (2021). It
may also reduce the impact of some other financial,
economic, and social crises, if rightly implemented.
However, who will implement them?
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