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ABSTRACT
Research Originality: This study is original in applying a 
Maqashid Sharia-based human development index to examine 
the short- and long-run effects of human development on 
income inequality in D-8 countries.
Research Objectives: This study aims to analyze whether 
human development based on the Maqashid Sharia framework 
can effectively reduce income inequality in D-8 countries in 
both the short run and the long run.
Research Methods: Using panel data from eight D-8 countries 
during 2003–2022, income inequality is measured by the 
Gini index and the Palma ratio, while human development is 
represented by the Maqashid Sharia Index (MSI). The analysis 
employs a Panel ARDL model with the Pooled Mean Group 
estimator to capture short-run and long-run relationships.
Empirical Results: The results show that Maqashid Sharia-
based human development significantly reduces income 
inequality in the long run across D-8 countries, reflecting the 
maslahah-oriented approach of Islamic economic development. 
In the short run, it reduces inequality in Indonesia and Turkey 
but increases inequality in Bangladesh, Egypt, and Nigeria.
Implications: These findings suggest that human development 
policies should incorporate moral and value-based dimensions. 
Policymakers in D-8 countries need to promote not only 
education, health, and income, but also ethical values to ensure 
more equitable income distribution.
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INTRODUCTION
Income inequality has long been recognized as a significant contributor to other 

forms of inequality and poverty (Vo et al., 2024; Kuznets, 1955). Income inequality 
refers to the gap between the richest and poorest members of society, where a wider gap 
indicates greater inequality (George et al., 2016). This issue is specifically addressed in 
Sustainable Development Goal 10.1, which aims to increase the incomes of the bottom 
40 percent of the population so that they grow faster than the national average by 
2030 (World Bank, 2016). Over the past decade, developing countries have experienced 
economic growth without corresponding improvements in income inequality (Kebalo & 
Zouri, 2024; Batuo et al., 2022; Bicaba et al., 2017).

Furthermore, one of the associations of countries with the largest Muslim population 
is the D-8. The D-8 (Developing Eight Countries) is an economic cooperation organization 
consisting of eight developing countries: Bangladesh, Egypt, Indonesia, Iran, Malaysia, 
Nigeria, Pakistan, and Turkey. It was officially formed in 1997. At the Fifth D-8 Summit 
in Bali in 2006, several main objectives of the organization were established. Member states 
are committed to reducing economic disparities and promoting development. Despite the 
noble vision and the predominance of a Muslim population, which ought to prioritize 
socio- economic justice and welfare, income disparity remains a significant concern in 
the D-8 countries. According to the World Inequality Database 2023, the wealthiest 
individuals in the D-8 countries have long controlled over 50% of the total income, and 
this proportion has not shown steady improvement over the past two decades. Only 10 
out of 100 people in the D-8 countries account for approximately 50% of the national 
income.

Figure 1. Gini Coefficient of D-8 Countries in 2024

Moreover, income inequality in D-8 countries has reached a warning level. According 
to the UN classification, a Gini coefficient above 0.4 is considered a global warning 
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threshold. Most D-8 countries fall within the range of 0.5 to 0.6, which indicates severe 
income inequality. Figure 1 presents the Gini coefficient across D-8 member countries in 
2024. Turkey records the highest Gini index value at 0.59, followed by Indonesia at 0.58 
and Egypt at 0.54. These underscore that income inequality in D-8 countries remains a 
critical development concern that requires urgent policy attention.

On the other hand, human development is a significant factor influencing reductions 
in income inequality across various studies (Vo et al., 2024; Kamalu & Ibrahim, 2023; 
Theyson & Heller, 2015). Additionally, human capital, a crucial component of human 
development, is also a determinant of income inequality (Furceri & Ostry, 2019; Moyo 
et al., 2022; Sehrawat & Singh, 2019). Moreover, the HDI is a commonly used indicator 
to assess human development in a country (Ngoc & Hai, 2022; Nogueira, 2021). This 
index has been developed by the United Nations Development Program (UNDP) since 
1994 and consists of three core dimensions: healthy and long life, knowledge, and a 
decent standard of living. However, despite its widespread use as an indicator of human 
development, researchers have criticized the UNDP index for not fully capturing the 
quality of human development. Among these criticisms is that the HDI is considered 
value-neutral (Aydin, 2017). Additionally, the HDI does not account for moral factors 
and may exclude social indicators, such as cultural values. Therefore, this index is deemed 
inadequate from an Islamic economic perspective because it does not emphasize the moral 
and spiritual aspects of human beings (Aydin, 2017).

Some studies have attempted to refine and modify the HDI to obtain a concept 
and dimensions that fully describe human development (Salas-Bourgoin, 2014). One of 
these HDI modifications is the human development index from an Islamic perspective, 
formulated on the basis of the concept of maqashid sharia. Maqashid al-Sharia is the 
goal of advancing human well-being, achieved by safeguarding five aspects: religion (din), 
posterity (nasl), life (nafs), intellect ('aql), and wealth (maal). These five aspects have 
been used by various researchers (Widiastuti et al., 2022; Jatmiko & Azizon, 2021; Mili, 
2014) as indicators of human development from an Islamic perspective. This concept of 
human development from the perspective of maqashid sharia has a broader scope than 
the conventional concept, as it integrates moral values (Chapra, 2008). From an Islamic 
perspective, human development involves not only material aspects such as economics, 
education, and health but also moral, social, and ethical dimensions (Aydin, 2017). 
Human resource development should not only focus on improving skills and technical 
aspects, but should also include spiritual and moral guidance, which is the foundation 
of human development (Mahri et al., 2021).

In addition, human development grounded in the objectives of Islamic law is 
considered capable of preventing inequality and poverty, as one of the orientations of 
Islamic economic development, namely maslahah (Mahri et al., 2021). The maslahah 
orientation is an advanced stage of human development. Human development will bring 
widespread benefits and prosperity for the entire community (maslahah), not just protect 
a few, and will not cause harm to other groups (Mahri et al., 2021). Additionally, one of 
the four main objectives based on the maqashid sharia is to ensure the long-term survival 
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of humanity (Mahri et al, 2021). From the perspective of Islamic economic development, 
the focus of development is not limited to meeting immediate or short-term needs, but 
also includes long-term needs (Mahri et al, 2021). Therefore, the tendency for income 
inequality to change will occur in the long run, leading this study to use both short- 
and long-term estimations.

Based on the discussion above, addressing income inequality in Muslim countries 
requires human development measures grounded in the Islamic perspective, which is 
the concept of maqashid sharia. As in Islam, the issues of inequality and injustice in 
society are of primary concern. Therefore, the question arises whether human development 
grounded in the objectives of Islamic law can truly help developing Islamic countries 
overcome income inequality in the short and long term. 

This study is positioned at the intersection of development economics, income 
distribution, and Islamic economic thought by examining income inequality through a 
Maqashid Sharia-based human development framework. This study remains relevant as 
income inequality in D-8 countries has shown limited improvement over time, and the 
Gini coefficient exceeds the UN’s warning level of 0.4. Previous studies have discussed 
the impact of human development on income inequality (Vo et al., 2024; Theyson & 
Heller, 2015; Kamalu & Ibrahim, 2023). But these studies largely rely on conventional 
human development measures that overlook moral, ethical, and value-based dimensions. 
They did not consider the Islamic perspective, which has broader dimensions. Previous 
studies examining human development from a maqashid sharia perspective have not 
addressed its impact on income inequality; they have focused only on its influence on 
poverty (Widiastuti et al., 2022), happiness and life satisfaction (Jatmiko & Azizon, 
2021), and human well-being (Mili, 2014).

Unlike previous studies that focus on conventional human capital or HDI measures, 
this research employs the maqashid sharia-based development, thereby offering a more 
holistic and value-oriented explanation. Discussion of how it can affect income inequality 
remains limited. Thus, this study aims to fill these research gaps. This study contributes 
to the literature by extending the maqashid sharia-based human development framework 
to the analysis of income inequality in D-8 countries, an underexplored area. Using a 
dynamic panel approach, this research examines both the short-run and long-run effects 
of maqashid sharia-based human development on income inequality. Accordingly, the 
purpose of this study is to analyze the short-term and long-term impacts of maqashid 
sharia-based human development on income inequality across D-8 member countries.

METHODS
This study uses annual secondary panel data from eight D-8 countries covering 

the period 2003–2022, comprising 160 observations. However, because first-difference 
variables are included, the total number of observations is 152. The data period is limited 
to 2003– 2022 due to data availability constraints for several key variables used in 
this study. In particular, some components of the independent variables are not yet 
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consistently available for all D-8 countries for 2023 and 2024 across the respective data 
sources. Therefore, the 2003–2022 period represents the most recent dataset, ensuring 
methodological robustness and comparability across countries.

This study employs quantitative data, with income inequality as the dependent 
variable and human development, measured by the Maqashid Sharia Index (MSI), as the 
main independent variable. MSI is constructed from five dimensions, each represented 
by a specific indicator (see Table 1). In addition, control variables included are GDP, 
inflation, and unemployment (Vo et al., 2024; Moyo, 2022; Sehrawat & Singh, 2019). 
The regression model follows previous studies examining the effect of human development 
on income inequality (Vo et al., 2024; Ngoc & Hai, 2022; Moyo et al., 2022; Sehrawat 
& Singh, 2019). The regression models are specified as follows:

	  (1)

	  (2)

Where: 
GINIit 	 : Gini index 
PALMAit 	 : Palma ratio 
MSIit: 		 : Maqashid Sharia Index,
ln(GDP)it 	 : natural logarithm of GDP 
INFit		  : inflation rate 
UNEMPit 	 : unemployment rate 
αi		  : intercept for each country. 

The analysis method used in this study is the Panel Autoregressive Distributed 
Lag (ARDL) method. The Panel ARDL (Autoregressive Distributed Lag) model is an 
econometric approach used to analyze the short- and long-term relationships between 
variables in panel data, which is data that includes multiple individuals observed over a 
specific period. Since the analysis will be based on the Pooled Mean Group model, the 
regression model is transformed into an ARDL (p,q) model, which is specified as follows:

Where: Δy: dependent variable, θ: error correction term, β: vector of long-run coefficients, 
xi,t: vector of independent variables, αj: short-run coefficient (to be estimated) of the lagged 
dependent variable, Υk: short-run coefficient (to be estimated) of the lagged independent 
variable, ε

i,t
: error term, j and k: optimal number of lags of the dependent and independent 

variable.
The MSI is constructed following the simple weighted approach of Widiastuti (2022) 

and Kasri and Ahmed (2015), assigning equal weights to all indicators for simplicity and 
interpretability. Indicators for each maqashid sharia dimension are normalized using the 
minimum–maximum method to obtain values between 0 and 1. The MSI is calculated 
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as the average of the five equally weighted dimensions—religion, life, intellect, posterity, 
and wealth. MSI values range from 0 to 1 and are classified into low (<0.550), medium 
(0.550–0.699), high (0.700–0.799), and very high (≥0.800) human development levels, 
following the UNDP classification.

The research framework of this study is described as follows. The study begins with 
the construction of the Maqashid Sharia Index, followed by descriptive analysis and a 
series of diagnostic tests, including cross-sectional dependence tests, slope homogeneity 
tests, and stationarity tests to determine whether variables are stationary. The analysis 
then proceeds with a cointegration test to identify long-run relationships, lag selection, 
the Hausman test, and, finally, panel ARDL estimation and discussion.

RESULTS AND DISCUSSION
The results indicate that maqashid sharia-based human development reduces income 

inequality across all D-8 countries in the long run, supporting Islamic development theory 
that emphasizes maslahah-oriented outcomes. In the short run, it reduces income inequality 
in Indonesia and Turkey, suggesting that development benefits in these countries are more 
evenly distributed across income groups. In contrast, human development increases income 
inequality in Bangladesh, Egypt, and Nigeria in the short run, as development gains 
tend to be concentrated among higher-income groups. No significant short-run effects 
are observed in Iran, Malaysia, and Pakistan. Furthermore, GDP exhibits a U-shaped 
relationship with income inequality, initially reducing inequality before increasing it, while 
inflation and unemployment are found to exacerbate income inequality in the long run.

To provide context for these findings, the following subsection presents the 
descriptive statistics, preliminary diagnostic tests, and discussion of estimation results. 
Table 1 shows the descriptive statistics of the indicators used to construct MSI. The 
control of corruption indicator averages −0.639 on the WGI scale, ranging from −2.5 
to +2.5, indicating weak corruption control across D-8 countries with limited variation 
(SD = 0.464). Life expectancy averages about 69 years, which is below the global 
average and suggests relatively poor health outcomes with substantial variation (SD = 
7.511). The mean years of schooling is around 7, indicating low educational attainment 
with modest variation (SD = 1.958). The fertility rate averages 2.961, exceeding the 
replacement level and indicating potential population growth (SD = 1.258), while GNI 
per capita averages USD 11,433.61 and reflects considerable income disparities across 
D-8 countries (SD = 7,564.22).

Using the Simple Weighted Index method, which assigns equal weight to each 
dimension of maqashid sharia (20%), MSI values for each D-8 country were obtained. 
Figure 1 shows the average MSI trend in D-8 countries from 2003-2022. Overall, MSI 
values increased over time in most D-8 countries, indicating improvements in maqashid 
sharia- based human development despite year-to-year fluctuations. Malaysia consistently 
recorded the highest MSI, approaching 0.8 in the final years, while Bangladesh, Pakistan, 
Nigeria, and Indonesia remained below the D-8 average. Turkey, Iran, and Egypt recorded 
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higher and steadily rising MSI values. Although the average MSI across D-8 countries 
increased over the past two decades, progress remains uneven across member states.

Table 1. Descriptive Statistics of MSI Indicators

Dimensions Indicators Mean Std. Dev. Min Max

Religion Control of
Corruption

-0.639 0.464 -1.597 0.397

Life Life Expectancy 68.593 7.511 48.441 78.475

Intellect Mean Years of
Schooling

7.413 1.958 4.035 10.748

Posterity Fertility rate 2.961 1.258 1.550 6.100

Wealth GNP per capita 11433.610 7564.219 2551.600 32833.540

Figure 2. Trend of the D-8 Countries' Maqashid Sharia Index

Table 2 summarizes the descriptive statistics for all variables used in the analysis. 
The average Gini index of 0.541 indicates that income inequality in these 8 countries is 
generally quite high. The average MSI of 0.452 shows that, overall, human development 
based on maqashid sharia is at a low level (i.e., less than 0.55), according to MSI 
categorization in the methods section.

Table 2. Summary Statistics

Variables Mean Std. Dev. Min Max

Gini 0.541 0.035 0.486 0.627

Palma 3.994 0.827 2.912 6.861

MSI 0.452 0.136 0.205 0.734

lnGDP 26.627 0.546 25.281 27.809

lnGDP_square 709.319 29.113 639.153 773.322

inf 10.871 11.269 -5.992 96.036

unemp 6.555 3.695 0.398 14.026
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Table 3 shows the correlations among the independent variables in the model. Of 
all the available variables, the correlations between them are mostly weak to moderate, 
indicating that these factors are interconnected but not highly or perfectly correlated. 
Therefore, there is no multicollinearity problem in the data.

Table 3. Correlation Matrix

MSI lnGDP inf unemp

MSI 1.000

lnGDP 0.385 1.00

Inf 0.082 0.202 1.00

Unemp 0.399 0.359 0.380 1.00

Table 4 shows the results of the cross-sectional dependence test. Since the p-value 
is greater than 0.05, the null hypothesis that the cross-sections are independent fails to 
be rejected. Thus, there is no cross-sectional dependence in this data. Table 5 shows the 
results of the slope homogeneity test. The null hypothesis of slope homogeneity is rejected 
by the Delta test at the 5 percent level and by the adjusted test at the 1 percent level, 
indicating heterogeneous slope coefficients across the model. Because there is heterogeneity, 
the Mean Group or Pooled Mean Group method is suitable.

Table 4. Results of Cross-Sectional Dependence Test

Test Test statistic P-value

Cross-sectional dependence -0.953 0.341

Table 5. Results of Slope Homogeneity Test

Slope homogeneity 5.494*** 0.000

Adj. 6.567*** 0.000

Note: ***, **, and * are each significant at 0.01, 0.05, and 0.1, respectively.

Table 6. Results of the Unit Root Test

Variables P-value from IPS test P-value from the LLC test

At level At first difference At level At first difference

Gini 0.034 0.000 0.003 0.000

Palma 0.032 0.000 0.005 0.000

MSI 0.056 0.000 0.000 0.000

lnGDP 0.971 0.000 0.171 0.000

lnGDP_square 0.984 0.000 0.290 0.000

Inf 0.597 0.000 0.892 0.000

Unemp 0.066 0.000 0.013 0.000

Note: ***, **, and * are each significant at 0.01, 0.05, and 0.1, respectively.
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Since there is no cross-sectional dependence in the data, first-generation unit root 
tests, namely Im-Pesaran-Shin (IPS) and Levin-Lin-Chu (LLC), were used to assess 
whether the model data are stationary. Testing was conducted to ensure that no variables 
exceeded the order of integration I(1) or first difference, as ARDL estimation is not valid 
if the variables have an integration order of I(2) or second difference (Mendy & Widodo, 
2018). The results of the unit root test are presented in Table 6.

According to the IPS unit root test, the Gini index and Palma ratio variables are 
stationary at the level and do not contain a unit root. Therefore, both variables are 
stationary at I(0). By contrast, the MSI variable, the natural logarithm of GDP (lnGDP) 
and its square, the inflation and unemployment rates, are all non-stationary at the level or 
contain unit roots. However, after testing the first difference, all the mentioned variables 
became stationary at the 1% level. Therefore, these variables are stationary at I(1). The 
results of the LLC unit root test showed that the Gini index variable, the Palma ratio, 
and the MSI were stationary at the level, while the other variables were stationary at 
the first difference. Because the combination of variables is stationary at the level and 
in first differences, and none is second-differenced, the panel ARDL method is suitable.

Table 7 shows the results of the cointegration test using the Kao method. The 
null hypothesis is that there is no cointegration among all variables, while the alternative 
hypothesis is that there is cointegration. The p-value is less than the significance level of 
0.05. Because the test results showed significant findings, the null hypothesis stating no 
cointegration was rejected, and the alternative hypothesis was accepted. The variables are 
cointegrated, indicating a stable long-term relationship among all variables in the model.

Table 7. Results of Cointegration Tests

Cointegration Tests Statistic p-value

Modified Dickey-Fuller -2.096** 0.018

Dickey Fuller -2.436*** 0.007

Kao Augmented Dickey-Fuller -2.282** 0.011

Unadjusted Modified
Dickey-Fuller

-2.776*** 0.002

Unadjusted Dickey-Fuller -2.707*** 0.003

Note: ***, **, and * are each significant at 0.01, 0.05, and 0.1, respectively

The next step is determining the optimal lag. The lag selection process uses the 
Bayesian Information Criterion (BIC) method, with a maximum lag of 1. Based on this 
method's results, the lag for all variables is 1. Thus, the model is ARDL (1, 1, 1, 1, 1, 
1). Before moving to the regression stage, a Hausman test was conducted to determine 
which model was more efficient among the three types of panel ARDL models: between 
Mean Group (MG) and Pooled Mean Group (PMG), and between Dynamic Fixed Effects 
(DFE) and PMG. Based on the Hausman test results, the selected model was the PMG 
model. Table 8 presents the PMG estimation results.
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Table 8. Results of Pooled Mean Group Estimation

Model 1 (Gini Index) Model 2 (Palma Ratio)

Long-run results Short-run results Long-run results Short-run results

Error correction term -0.326***
(0.127)

-0.345**
(0.138

MSI -0.643***
(0.199)

-0.095
(0.140)

-14.054***
(2.277)

-2.614
(3.857)

lnGDP -3.688***
(0.888)

12.826
(8.858)

-85.844***
(21.116)

484.039
(428.142)

lnGDP_square 0.071***
(0.017)

-0.239
(0.165)

1.669***
(0.402)

-9.050
(7.997)

Inflation 0.0008***
(0.000)

-0.0003
(0.000)

0.021***
(0.005)

-0.006*
(0.003)

Unemployment 0.0097***
(0.001)

-0.002*
(0.001)

0.209***
(0.028)

-0.043
(0.030)

Constant 15.626***
(6.085)

382.887***
(152.709)

Observation 152 152 152 152

Note: Numbers in parentheses are standard errors.
***, **, and * are each significant at 0.01, 0.05, and 0.1, respectively.

In both models, ECT is negative and significant. The ECT shows that the model's 
variables have adjustment speeds of 32.6% and 34.5%. The ECT coefficient must be 
negative and significant to indicate that the system returns to long-term equilibrium after 
experiencing a shock or disturbance. The adjustment speed indicates that the system will 
return to its long-term equilibrium more quickly following short-term shocks, thereby 
facilitating faster convergence to the long-term equilibrium (Ramos-Herrera, 2025).

In both models, the short-term MSI coefficient is negative but not significant. 
This implies that, on average, the effects of maqashid sharia-based human development 
on income inequality have not immediately appeared in the short term. However, the 
long-term MSI coefficient is negative and significant at the 1% level in both models. 
Similar results were also found in model 2, with the Palma ratio as the dependent 
variable, where the long-term MSI coefficient is negative and significant at the 1% level, 
indicating robustness.

Two points are estimated to be the cause of these findings. First, the short-
term coefficient here only describes the average results across the D-8 countries. 
Methodologically, these results may be insignificant because the influence in each 
country can move in different directions in the short term, as the PMG model assumes 
that short-term coefficients can differ across countries (Pesaran, 2004). For more details 
on short-term results by country, please refer to the next section. Second, strengthening 
human development in a country is a long-term investment process whose impact 
is not immediately visible in a short period (Deming, 2022). Investment in human 
development requires time to produce a significant impact on income distribution. 
These results are consistent with studies by Vo et al. (2024) and Moyo et al. (2022), 
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which also did not provide significant evidence for human development variables in 
the short term. Based on the results of both models, the MSI variable is negative 
and significant in the long term. This result aligns with studies by Vo et al. (2024), 
Kamalu and Ibrahim (2023), and Ngoc and Hai (2022), which show that long-term 
human development can reduce income inequality. As human development based on 
the objectives of Islamic law increases, income distribution becomes more equitable. 
This finding confirms the validity of the maqashid sharia theory, which is oriented 
toward the public good.

This is because MSI emphasizes the holistic development of human potential, 
encompassing moral, educational, health, intergenerational sustainability, and material 
aspects. This means that the benefits of this increased development are felt by the general 
public in the D-8 countries, not just a select few. The increase in MSI reflects an 
improvement in people's quality of life through the fulfillment of these five aspects, 
which can benefit the entire community, ultimately reducing income inequality in the 
D-8 countries. The benefits of maqashid sharia-based human development are inclusive 
and prioritize collective interests and shared prosperity (maslahatul ummah). Additionally, 
these results show that human development, when implemented with maqashid sharia 
principles, is more effective at reducing income inequality in society than conventional 
measures. Compared with previous studies using conventional measures (Vo et al., 2024), 
MSI showed a greater influence on income inequality. This may be due to MSI's broader 
scope, which includes not only material aspects but also non-material ones, such as moral 
values and heritage.

This result is similar to the findings of Widiastuti et al. (2022), who found that 
the maqashid sharia-based human development index can significantly reduce poverty 
levels in Muslim countries. Similarly, Jatmiko and Azizon (2021) found that the MSI 
is better at reflecting the achievement of happiness and life satisfaction (as a measure of 
falah) than the HDI. This proves that using a holistic measure of human development, 
such as maqashid sharia, is important, especially for addressing poverty and income 
inequality in D-8 countries. On the other hand, the logarithm of GDP has a negative 
long-term coefficient and a positive squared term, and is significant in both models at 
the 1% level. This indicates a U- shaped effect. This result contradicts Kuznets' theory, 
which posits that the relationship between economic growth and income inequality is 
an inverted U-shaped curve. However, these results are consistent with the findings of 
Nam and Ryu (2025) and Vo et al. (2024), which show a U-shaped relationship between 
economic growth and income inequality.

Meanwhile, in both models, the inflation variable has a positive and significant 
long- term coefficient, indicating that inflation can worsen income inequality. This result 
is consistent with the study by Sehrawat and Singh (2019). Inflation reduces purchasing 
power, and its impact is felt more heavily by the middle and lower classes because they 
cannot adjust to rising prices, while the wealthy are less likely to be significantly affected, 
thereby widening the income gap. The long-term coefficient for the unemployment rate 
variable is positive and significant at the 1% level in both models. This shows that high 
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unemployment rates can lead to greater income inequality in the long run. This result 
is consistent with the research by Furceri and Ostry (2019).

The short-term results above are general regression results, with the coefficients 
for each country simply being averages. The PMG method assumes that the short-
run coefficients differ across units of analysis (countries). Therefore, a more detailed 
explanation of MSI's short-term impact on income inequality in each country is 
presented in Table 9.

Table 9. Results of Short-Term Pooled Mean Group Estimation by Country

Short-run results

Bangladesh Mesir Indonesia Iran Malaysia Nigeria Pakistan Turki

ECT -0.278*** -0.545*** -1.042*** -0.399*** -0.301*** -0.069*** -0.133*** 0.158*

(0.097) (0.101) (0.217) (0.109) (0.054) (0.019) (0.044) (0.081)

MSI 0.163*** 0.148* -0.751*** 0.256 0.036 0.042* 0.048 -0.702***

(0.053) (0.082) (0.345) (0.159) (0.067) (0.023) (0.087) (0.226)

lnGDP -2.074 0.955 13.598 71.841*** 12.542*** -0.914 12.783*** -6.118

(2.755) (5.429) (20.334) (20.250) (3.059) (0.995) (4.548) (3.740)

lnGDP_ 
square 0.040 -0.018 -0.247 -1.343*** -0.236*** 0.017 -0.241*** 0.109

(0.053) (0.103) (0.369) (0.379) (0.058) (0.019) (0.086) (0.069)

Inflation -0.0001* -0.0003*** -0.001 -0.00003 -0.001*** -0.0001** -0.0004 0.0006***

(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)

Unemp -0.003*** -0.003*** -0.009 0.001 -0.0007 0.0006 -0.0008 -0.004*

(0,001) (0.001) (0.009) (0.003) (0.005) (0.000) (0.001) (0.002)

Constant 13.311*** 26.142*** 49.837*** 19.115*** 14.463*** 3.333*** 6.363** -7.554**

(3.796) (7.858) (15.559) (6.492) (3.863) (1.069) (2.518) (3.716)

Note: Numbers in parentheses are standard errors.
***, **, and * are each significant at 0.01, 0.05, and 0.1, respectively.

The ECT variable is negative and significant across all countries, indicating a stable 
long-term relationship between the variables. The largest ECT coefficient is in Indonesia 
(- 1.042), and the smallest is in Nigeria (-0.069). Indonesia has a faster rate of adjustment 
compared to other countries. This may be due to the rapid policy response from the 
Indonesian government to mitigate short-term inequality, for example, through the Direct 
Cash Assistance program, which directly increases the incomes of low-income communities 
(Yusuf, 2018), making them more resilient to economic shocks. Meanwhile, Nigeria 
experienced a slower pace of adjustment, possibly due to low economic stability (Raji, 
2023), which slowed Nigeria's response to short-term shocks.

The MSI variable was found to be significant in several countries, namely 
Bangladesh, Egypt, Indonesia, Nigeria, and Turkey. Negative MSI coefficients were 
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observed in Indonesia and Turkey, indicating that MSI reduced income inequality in these 
two countries in the short term. This means that within a shorter timeframe, the benefits 
of development can be more evenly distributed among the people of Indonesia and Turkey. 
Health and education aspects in Indonesia and Turkey are evenly distributed, not just felt 
by the wealthiest groups, which can improve the capabilities of low-income communities 
in both countries in the short term. This can increase the likelihood that someone will 
be accepted into the labor market and earn a higher income, thereby worsening income 
inequality (Suhendra, 2020). The MSI variable is positive and significant in Bangladesh, 
Egypt, and Nigeria in the short term. This means that human development initially 
worsened income inequality in Bangladesh, Egypt, and Nigeria. This is likely because 
the increased human development, such as education and health, present in the country 
more directly benefits high-income groups who tend to have greater access to resources. 
Consequently, the initial benefits of human development investments are enjoyed more by 
them, leading to a widening of income inequality in the short term. However, over the 
long term, human development grounded in the maqashid sharia will overcome income 
inequality across all D-8 countries.

CONCLUSION
The research results show that human development based on maqashid sharia reduces 

income inequality problems in all D-8 countries in the long run. This result proves the 
validity of the theory of development in Islamic economics, which is oriented toward 
maslahah. In the short term, human development based on maqashid sharia reduces 
income inequality in Indonesia and Turkey. These results show that human development 
in Indonesia and Turkey is evenly distributed, so both low- and high-income communities 
can feel the benefits of development. Meanwhile, in Bangladesh, Egypt, and Nigeria, 
human development increases income inequality.

This study offers several policy recommendations for the government to implement. 
The government needs to expand access to human development in line with the objectives 
of Islamic law. The government needs to ensure that access to education and healthcare 
services is accessible to all segments of society. Additionally, in long-term development 
planning, the government needs to incorporate values (morality and heritage) into its 
development metrics to realize the common good for all its citizens. Several limitations 
must be acknowledged. This study only used one indicator to describe each dimension 
of the MSI variable. To enrich the research findings, future studies could use more 
comprehensive indicators for each dimension. Additionally, this study did not include 
trade openness as a control variable, so future studies are advised to include it.

REFERENCES
Aydin, N. (2017). Islamic vs conventional Human Development Index: Empirical evidence 

from ten Muslim countries. International Journal of Social Economics, 44(12), 1562–
1583. https://doi.org/10.1108/IJSE-03-2016-0091.

http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v15i1.49355
https://doi.org/10.1108/IJSE-03-2016-0091


Signifikan: Jurnal Ilmu Ekonomi
Volume 15(1), 2026: 311 - 326

324 http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v15i1.49355

Batuo, M. E., Kararach, G., & Malki, I. (2022). The Dynamics of Income Inequality 
in Africa: An Empirical Investigation on The Role of Macroeconomic and 
Institutional Forces. World Development, 157, 105939. https://doi.org/10.1016/j.
worlddev.2022.105939.

Bicaba, Z., Brixiová, Z., & Ncube, M. (2017). Can Extreme Poverty in Sub-Saharan 
Africa be Eliminated by 2030? Journal of African Development, 19(2), 93–110. 
https://doi.org/10.5325/jafrideve.19.2.0093.

Camacho, M., & Ramos-Herrera, M. D. C. (2025). Does Tourism Reduce Income Inequality?. 
Tourism Economics, 31(3), 381–401. https://doi.org/10.1177/13548166241262349.

Chapra, M. U. (2008). The Islamic Vision of Development in the Light of Maqasid al- 
Shari’ah. The American Journal of Islamic Social Sciences, 16(4), 17–38.

Deming, D. J. (2022). Four Facts about Human Capital. Journal of Economic Perspectives, 
36(3), 75–102.

Furceri, D., & Ostry, J. D. (2019). Robust Determinants of Income Inequality. Oxford 
Review of Economic Policy, 35(3), 490-517. https://doi.org/10.1093/oxrep/grz014.

George, G., Howard-Grenville, J., Joshi, A., & Tihanyi, L. (2016). Understanding and 
Tackling Societal Grand Challenges through Management Research. Academy of 
Management Journal, 59(6), 1880-1895.

Hu, R., Wang, J., Yang, Y., & Zheng, Z. (2024). Inflation and Income Inequality in an 
Open- Economy Growth Model with Liquidity Constraints on R&D. Journal of 
International Money and Finance, 147, 103127. https://doi.org/10.1016/j.jimonfin. 
2024.103127.

Jatmiko, W., & Azizon, A. (2022). Can Religious Values Reinvigorate the Links between 
Development and Falāh?". Journal of Islamic Accounting and Business Research, 13(1), 
32–53. https://doi.org/10.1108/JIABR-08-2020-0234.

Kamalu, K., & Ibrahim, W. H. B. W. (2023). The Effect of Islamic Financial Development 
and Human Development on Income Inequality: Does Islamic Finance Kuznets 
Curve Valid in the OIC Countries?. Journal of Islamic Monetary Economics and 
Finance, 9(4), 661- 684. https://doi.org/10.21098/jimf.v9i4.1903.

Kasri, R. A., & Ahmed, H. (2015). Assessing Socio-Economic Development Based on 
Maqasid Shariah Principles: Normative Frameworks, Methods, and Implementation 
in Indonesia. Islamic Economic Studies, 23(1), 73-100.

Kebalo, L., & Zouri, S. (2024). Income Inequality in Developing Countries: Fiscal Policy’s 
Role amid Uncertainty. Journal of Applied Economics, 27(1), 2316969. https://doi.
org/10.1080/15140326.2024.2316969

Kuznets, S. (1955). Economic Growth and Income Inequality. The American Economic 
Review, 45, 1–28.

Mahri, A. J. W., Cupian, Al Arif, M. N. R., Arundina, T., Widiastuti, T., Mubarok, F., 
Fajri, M., Azizon, & Nurasyiah, A. (2021). Ekonomi Pembangunan Islam. Jakarta: 
Departemen Ekonomi dan Keuangan Syariah - Bank Indonesia.

http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v15i1.49355
https://doi.org/10.1016/j.worlddev.2022.105939
https://doi.org/10.1016/j.worlddev.2022.105939
https://doi.org/10.1093/oxrep/grz014
https://doi.org/10.1108/JIABR-08-2020-0234


325

Shofiatul Hilwa
Human Development and Income Inequality in D-8 Countries

http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v15i1.49355

Mendy, D., & Widodo, T. (2018). Do Education Levels Matter on Indonesian Economic 
Growth?. Economics & Sociology, 11(3), 133–146.

Mili, M. (2014). A Structural Model for Human Development: Does Maqasid al-Shariah 
Matter? Islamic Economics Studies, 22(2), 47–64.

Moyo, C., Mishi, S., & Ncwadi, R. (2022). Human Capital Development, Poverty and 
Income Inequality in the Eastern Cape Province. Development Studies Research, 9(1), 
36– 47. https://doi.org/10.1080/21665095.2022.2032236.

Nam, H. J., & Ryu, D. (2025). Does International Trade Moderate Economic 
Development’s Impact on Income Inequality in the EU?. Journal of International 
Financial Markets, Institutions and Money, 99, 1-14. https://doi.org/10.1016/j.
intfin.2024.102107.

Ngoc, B. H., & Hai, L. M. (2024). Time-Frequency Nexus Between Tourism Development, 
Economic Growth, Human Capital, and Income Inequality in Singapore. Applied 
Economics Letters, 31(4), 259–264. https://doi.org/10.1080/13504851.2022.2130865.

Nogueira, M., & Madaleno, M. (2021). Are International Indices Good Predictors of 
Economic Growth? Panel Data and Cluster Analysis for European Union Countries. 
Sustainability, 13(11), 6003. https://doi.org/10.3390/su13116003.

Pesaran, M. H. (2021). General Diagnostic Tests for Cross-Section Dependence in Panels. 
Empirical Economics, 60, 13–50. https://doi.org/10.1007/s00181-020-01875-7.

Rama, A., & Yusuf, B. (2019). Construction of the Islamic Human Development Index. 
Journal of King Abdulaziz University, Islamic Economics, 32(1), 43–64. https://doi.
org/10.4197/Islec.32-1.3.

Ramos-Herrera, M. D. C. (2025). Economic Growth and Deviations from the Equilibrium 
Exchange Rate: A Panel ARDL and Panel NARDL Approach. Applied Economic 
Analysis, 33(98), 118-139. https://doi.org/10.1108/AEA-02-2024-0065.

Salas-Bourgoin, M. A. (2014). A Proposal for a Modified Human Development Index. 
CEPAL Review, 112, 29–44.

Sehrawat, M., & Singh, S. K. (2019). Human Capital and Income Inequality in India: 
Is There a Non-linear and Asymmetric Relationship? Applied Economics, 51(39), 
4325–4336. https://doi.org/10.1080/00036846.2019.1591605.

Suhendra, I., Istikomah, N., Ginanjar, R. A. F., & Anwar, C. J. (2020). Human Capital, 
Income Inequality, and Economic Variables: A Panel Data Estimation from a Region 
in Indonesia. The Journal of Asian Finance, Economics and Business, 7(10), 571–579. 
Vo DH, Vo AT, Ho CM. (2024). The Short- and Long-Run Effect of Human 
Capital on Income Inequality: Empirical Evidence in the ASEAN region. PLoS 
ONE, 19(7), 1-18. https://doi.org/10.1371/journal.pone.0304678.

Widiastuti, T., Mawardi, I., Zulaikha, S., Herianingrum, S., Robani, A., Al Mustofa, 
M. U., & Atiya, N. (2022). The Nexus between Islamic Social Finance, Quality 
of Human Resource, Governance, and Poverty. Heliyon, 8(12), 1-10. https://doi.
org/10.1016/j.heliyon.2022.e11885.

http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v15i1.49355


Signifikan: Jurnal Ilmu Ekonomi
Volume 15(1), 2026: 311 - 326

326 http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v15i1.49355

Yusuf, A.A. (2018). The Direct and Indirect Effect of Cash Transfers: The Case of 
Indonesia, International Journal of Social Economics, 45(5), 793-807. https://doi.
org/10.1108/IJSE- 03-2017-0072.

http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v15i1.49355



