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Shariah Parameters for Upholding Social Responsibility in Islamic
Finance

It 1s no secret that Islamic financial institutions are facing a wave of criticism with
regard to their alleged failure to observe the so-called their social responsibility. This
criticism predicates on the submission that the Islamic identity of the Islamic financial
institutions necessitates playing a responsible social role towards the communities they
operate in, so that they contribute to the development of their economies and help
reduce unemployment and differences between social classes. According to this
submission, the name “Islam” these financial institutions are freely using comes with a
price, and upholding the social responsibility advocated by Islam is the least price these
institutions have to pay. The paper comes to discuss the validity of this claim from a
Magqasidi perspective and the various potential social roles Islamic financial institutions
can play in this regard, in addition to setting the Shariah parameters that govern
upholding such a responsibility. Furthermore, the paper discusses the various challenges
faced by Islamic financial institutions and which may form a stumbling stone to play
their perceived positive and effective social. The paper concludes with outlining a
feasible and a balanced prospectus for Islamic financial institutions to discharge their

social responsibility.
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