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[slamic Finance Industry« Where To??

As per all financial indicators. the Islamic Finance Industry is
doing well in the global Islamic financial system. Its achievements.
in a very short period of time compared to conventional finance.
are worth highlighting wherever and whenever possible: in the
books. researches. forums. seminars. conferences. workshops and
meetings.

The elementary difference between Islamic financial system and
conventional financial system is Shariah supervision. Such a
characteristic is also an additional major risk. aside from the known
risks (Credit risk. operational risk and market risk). for Islamic
financial institutions which conventional financial institutions do
not face.

However. some indicators should be taken into account for the
coming period.

Doesthe currentstatus of Shariah supervision meet the requirements
of the Islamic finance industry? Are there any challenges facing the
industry in terms of Shariah supervision?

CIBAFL since its first inception. has been keen on keeping records
of the Islamic financial data for more than 12 years now through
issuing annual GCC and global directories covering financial and
administrative data for all Islamic financial institutions.

Islamic banks are only part of this financial system. They represent
almost 40% of the whole Islamic financial system. Every Islamic
bank is required. according to central banks regulations. to have
a sharia supervisory Board to control and make sure that its
transactions are Shariah-compliant.

One of the main challenges facing the field of Shariah supervision
is the number of scholars. said to be very limited. However. the new
graduates are flowing into the industry in huge numbers every year.
and the number of people getting involved in this field is growing
on a daily basis.

Where do all these people go. then?
Is it really the number of scholars that matters. or the quality of

scholars. or is it the scholars themselves? Or is it something totally
different?

According to the report issued by the General Council for Islamic
Banks and financial institutions in 2010. the number of Sharia
scholars covered by the report amount to 621 scholars distributed



over 40 countries and occupying 1767 positions in Shariah Boards
within 478 financial institutions (Islamic Banks. Takaful companies.
Islamic windows. investment companies. consultancy companies
Figh Academies. investment funds...)

The number of Islamic Banks represents 48% of these institutions
followed by Takaful companies with 17%. investment funds with
15%. Islamic windows with 13%. and 7% for the remaining sector.

According to the report. the top 20 Shariah members. representing
but 3% of the total number of scholars. occupy 708 out of 1767
positions which represent 40% of the total number. These twenty
scholars are distributed over 26 out of 40 countries within 287 out
of 478 institutions.

The top ten Shariah members occupy 510 positions. and the top
five occupy 371 positions.

The top Shariah scholar occupies 104 positions in Shariah Boards.
followed by 94 positions for the second scholar. and 87 positions
for the third scholar.

As per the industry requirements. if we presume 3 members per
Shariah board per institution. the industry requirements of Shariah
scholars will amount to 1434 scholars. so that each scholar occupies
only one position in the 478 existing Sharia Boards.

The question raised now is: How can these scholars manage to be
over 40 countries and attend the meetings scheduled?

If presumably we consider the first scholar who occupies 104
memberships in Sharia Boards. If he attends four meetings a year
over 26 countries. he is required to attend 416 meetings a year. This
means that he should attend more than a single meeting per day. in
26 countries.

Is it really a matter of shortage in the number of scholars available?
Or is it simply a kind of monopoly practiced by these scholars?
Where is the second generation of scholars? Why aren’t they taking
part in these Shariah Boards?

The whole issue needs regulatory authorities” attention to prevent
any abuse whatsoevery The number of memberships has to be
limited; the new generation of Shariah scholars should be given the
opportunity to penetrate this segment.

For the best of the industry. decision makers and Islamic finance
industry market practitioners have to do their best to avoid any
conflict of interest. any Shariah risk that the institution may be
exposed to. in order to assure more independence. more credibility
and transparency to the industry...

God Bless the Ummah...
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The current dilemma migrant workers in the Gulf and Asian
countries haveinitiated a need in Islamic finance to emerge
with a solution. Migrant workers have been badly affected
as a consequence of the recent global downturn as many
construction projects have been put on hold or abandoned
(Thibodeaux, 2010). A reports in Al-Jazeera (Suri, 2010),
Reuters (Solomon, 2010), CNN (Neisloss, 2009), and
BBC (Allen, 2009) have stressedon the difficulty of Indian
migrant workers who have had to return to their home
countries without their wages being completely paid. Many
migrant workers face uncertain futures, and are burdened
by unpaid debts and family obligations. Thus, there must
be a mechanism and lesson that can be learnt especially
from the risk management perspective.

Currently the majority of migrant workers fall outside
unemployment insurancesystems. Usually in  host
countries, there are no formal mechanisms for migrant
workers to pay into an unemployment insurance system.
Unfortunately, these overseas workers are also not covered
by any unemployment insurance scheme in their own
countries. A review of the benefits for workers around the
world has proved that there are benefits provided for at the
state or government levels in many developed countries, but
the benefits are not tailor made for overseas workers. For
the governmental support, in 2006, the Gulf Cooperation
Council States (GCC) promulgated a unified law on social
security law to cover the citizens of the Member states who
worked in other member states (for example a Kuwaiti
who worked in Saudi) to cover the emergencies of old age,
disability and death.

In United Kingdom (UK), migrant workers are required
to pay tax and National insurance, which is deducted
from their salary by the employer and forwarded to the
appropriate government agency. Whereasin Australia, fund
for social security benefits which includes unemployment
benefits, are through the income tax system. The benefit
rates are indexed to the Consumer Price Index and are
adjusted twice a year according to the amount of underlying
inflation or deflation. There are two types of payments in
Australia depending on the needs of the person. The first
is known as the Youth Allowance and are paid to young
people aged 16-20. The second type of payment is called
Newstart Allowance and is paid to unemployed people
over the age of 21 and under pension eligibility age.

UNEMPLOYMENT RISK PROTECTION
FOR MIGRANT WORKER’S WOES

Besides that, in Canada, the government through the
portal Service Canada provides Employment insurance
temporary income support for those between jobs, cannot
work for reasons of sickness, childbirth, or parenting; or
who are providing care for a family member who is gravely
ill. Then, for United States of America, Unemployment
Compensation (UC) is a public benefit funded by federal
and state UC. UC is a form of insurance where the
employer must have paid into the unemployment fund on
the employees’ behalf. The employee must have worked
for the employer for at least one or two years before the
employee can get the UC (Hussain, 2009).

Nevertheless, the governmental support for unemployment
insurance has its limitations and does not cover all
unemployed persons (except for countries that have a
system like Australia). For example if the worker is a part-
timer or voluntarily left his/her employment, then they
would be unable to recover unemployment benefits if they
are citizens of countries like the US. If the unemployed
person has never worked, then they would not be able to
obtain any benefits from the governmental support where
they are citizens of countries like Canada or UK. The most
important thing that, these government support schemes
for unemployed workers may not cover specific needs of
migrant workers.

Besides governmental support, there is also private
employment insurance. Kishore (2010) in his article opined
that private employment insurance would possibly have
lesser issues than government’s unemployment support.
One of the main issues with governmental unemployment
support is the reluctance of those receiving unemployment
benefits to go back to work (Gruat, 2009). It is therefore
not surprising that private unemployment insurance has
been given recent attention (Kishore, 2010).

Concerns over the development of unemployment
insurance are relevant for Islamic finance as a large numbers
of migrant workers are predominantly from Muslim
countries. However, the development of commercial
unemployment insurance contract practiced today contains
substantial uncertainties and gambling elements, rendering
the contract to be defective and impermissible in Islamic
teaching. In Islam, all transactions must be shariah-
compliant by avoiding any contracts which involves usury
(riba’), gambling (maysir), uncertainties (gharar), and
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other prohibitions such as investment in alcohol, gambling
and pornography.

Being different in term of concept and practice, takaful is
based on a set of principles that are both Shariah compliant
and economically viable. Takaful industries should take this
opportunity to become an alternative choice for migrant
workers as their unemployment risk protection. Takaful
can provide a solution by creating a pool of fund for the
migrants workers to help themselves if any crisis or other
unintended consequences happens. Furthermore, based on
the practices on several takaful companies in Malaysia,
a Foreign Workers Compensation Scheme has been
introduced to assist the participants who lose their ability
to work due to an accident or illness. This is specifically to
cover the cost of sending back the foreign workers to their
country of origin in the event of death or permanent total
disablement. Perhaps, the concept of income protection
scheme can be packaged so that it becomes portable and
can be applied as a solution for migrant workers who are
facing a massive retrenchment due to the global financial
crisis or other unintended consequences in the future.

Yet,there are still challenges that have to be solved. For
example, by making takaful for unemployment voluntary
there is the fear that only those who need it will take it up
and there will be no sharing of risk. A way out of this is
by making takaful for unemployment compulsory for all
workers going overseas.The takaful product for migrant
workers should be developed to specifically cater for some
requirements which are a payment of an income for a
period of time (e.g 4-6 months) where the migrant worker
has lost his job through no fault of his own and a payment
of his transport back to his home country.

In addition, it has to be made a compulsory requirement
for the worker to take if he is to work overseas. Further,

the plan should apply to all migrant workers whether
white collar or blue collar. The payment to the takaful fund
should be a cut from the worker’s salary on a monthly
basis. This amount should not be substantial so as not to
affect the worker’s needed to remit money back to his
home country.Therefore, to make the takaful product work
and besuccessful, there has to be co-operation between the
takaful providers and the companies seeking employment
and the home’s country’s regulator. This will ensure better
coverage and also regulation of the industry.

Unemployment insurance aims at supporting employees
who are being laid off and become unemployed. Its
purpose is to provide unemployed people with benefits
to ensure their basic income and promote their return into
employment. There is a definite need for unemployment
insurance, and it is hoped that the takaful companies will
take up the challenge to create a product to help migrant
workers. There are definitely challenges that have to be
overcome, however with the help of regulators the takaful
product could be made compulsory for those seeking
work overseas. State and government unemployment
schemes exist especially in developed countries, but there
is still room for private insurance and especially takaful
companies to cater for the needs of migrant workers.
Especially takaful because a large proportion of migrant
workers are Muslim, and would want a Shariah compliant
product. Most importantly an unemployment takaful
scheme is important to uphold the rights of workers. The
sorry plight of foreign workers and their families back at
home should be taken as a lesson for everyone, the workers,
takaful companies and regulators to develop a system for
migrant worker, an unemployment takaful scheme.

1. The six countries are the Kingdom of Bahrain, Kuwait, Oman, Qatar, Saudi
Arabia and the United Arab Emirates.
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Introduction:

An efficient financial system is a system that facilitates
financial intermediation through financial markets and
institutions. Financial intermediaries channel resources
from capital surplus units to capital deficit units. They
take part in asset transformation by matching demand and
supply, as well as brokerage and risk transformation. They
conduct orderly payments, transfers and settlements.

Despite the changes that have taken place in the financial
intermediation sector, the basic function of intermediation
remained the same.

In the period related to the advent of Islam, “Sarrafs”
used to fulfill the functions of banks in terms of lending,
intermediation and other financial services. They also used
to secure one another in periods of liquidity shortages
which were then called “ibda”.

Intermediation contracts can be classified in three main
groups. The first deals with partnership of capital and
entrepreneurship such as Musharakah and Mudarabah.
Such intermediation instruments used to be practiced not
only by early Muslims, but also by Jews and Christians.

For example, the Caliph Omar used to invest the orphan
funds with merchants and traders.

Another example is the prophet Mohamed (pbuh) who
used to be a Mudarib with the capital of his wife Khadija.

The second group includes contracts of security for the
sake of providing trust and protection.

The third group facilitates guarantees between economic
agents. They provide stability and mitigate risk in the
financial system.

Intermediation contracts are meant to facilitate an efficient
execution of transactional and financial contracts. They
include Mudarabah, Musharakah, Kifalah, Amanah,
Takaful, Wikalah, and Jo’alah.

Contracts of Partnership:

Musharakah (partnership):It is a versatile contract
combining many variations. It includes investment and
management. It is a contract whereby two or more people
combine their capital or / and labor to share profits and
losses generated. It can be in the form of Mudarabah
(partnership of capital and labor) whereby partners share
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profits on a pre-determined basis, where losses are borne
by the capital provider (Rab al-mal) except in cases of
misconduct where the Mudarib is liable for loss.

In Musharakah profits per partner are predetermined as
proportions and no fixed amount is determined. Losses
should be borne proportionate to each partner’s share in
the capital.

A new form of partnership called consecutive partnership
has been created by Islamic banks. Such a partnership
considers depositors as partners during the financial year
and entitles them to proceeds of that period.

Another form is diminishing Musharakah used to provide
housing mortgages whereby ownership of the asset
remains in the possession of both partners proportionate
to their shares. The client purchases shares through every
monthly payment, and the share of the financier diminishes
gradually. At the end, the client acquires the financier’s
shares completely.

Mudarabah: it is a contract whereby a capital provider
gets into partnership with an entrepreneur (offering
expertise and entrepreneurial skills) to share profits. Such
an instrument combines the most important factors of
production: capital, labor and entrepreneurship.

The capital owner (Rab al-mal) entrusts the entrepreneur
(Mudarib) his capital to invest it. The profits generated
are shared according to a pre-determined rate. The losses,
on the other hand, are to be borne by the capital provider
only, and the Mudarib loses his effort and time. However,
the Mudarib can be liable of loss in case of misconduct or
negligence.

There are two kinds of Mudarabah according to the
limitations of the contract:

»  Therestricted Mudarabah: is a contract whereby the
capital provider restricts the Mudarabah investment
with a certain period of time or certain activities

*  The unrestricted Mudarabah: is a contract whereby
the Mudarib has no restrictions. In modern times,
Islamic banks are being the entrepreneurs (Mudarib)
investing the depositors’ funds in financial markets
according to their expertise.
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The Mudarib is an agent entrusted the capital for investment.
Therefore, the capital provider is not entitled to control or
take part in decision making in the investment activities.

The Mudarib can engage multiple tiers as partners (capital
providers) to expand the partnership. He can as well engage
other entrepreneurs as Mudarib to invest according to their
expertise. Such a structure is a basis of work for Islamic
banks.

To minimize risks, Islamic banks should be very diligent
in selecting the Mudarib with reference to his historical
background and reputation. The Mudarib himself has to be
diligent in terms of investment opportunities selection.

Contracts of Trust:

Wikala (representation): means to designate a second party
to act on one’s behalf. It gives a power of attorney to a
financial intermediary to perform certain tasks.

Both Mudarabah and wikalah contracts are principal-agent
contracts. However, the Wakil (agent) has only the powers
to act as indicated by the principal’s instructions.

Wadiah(Deposits): is safe-keeping of one’s property with
someone else without any intention of profit. The assets
delivered are a trust in the hands of the person keeping
them. However, if the trustee is not given any fees for
safe-keeping the asset, and if losses occur without being
due to negligence, the trustee is not liable for the loss. On
the other hand, if fees have been charged for safe-keeping,
then the trustee is liable to compensate in case of loss. The
trustee may use the asset upon approval of the owner and
return it on demand.

Amanah (Trust): is entrusting someone with the custody or
safe-keeping of someone else’s property. Unlike Wadiah,
where the trustee is allowed to use the asset, Amanah is
purely for safe-keeping. If the trustee is found guilty of
negligence, he is liable for the loss.
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Ariyah(Gratuitous lending):is a contract where the
borrower of an asset enjoys the benefits of such an asset
for free. He is responsible for maintaining the asset and
returning it to the lender on demand.

Jo’alah (Service fee): is offering a service for a
predetermined fee in accordance with the terms of the
contract. The scope of such an instrument is wide and
can include professional services, consultancy, asset
management and fund placements.

Contracts of Security:

Rahn (Pledge): is taking an asset as collateral for repayment
of a debt. It is taken as security against a loan so as to
recover the liability in case of nonpayment. It has many
features as follows:

*  Only assets that can be sold are put in pledge.

* Anasset may be pledged to two or more creditors if
its value permits.

* In case of nonpayment, the asset can be sold to
recover the debt.

Kifalah (Suretyship): is a contract whereby a third party
is involved as surety for the payment of a debt in case it is
not honored by the debtor. It is like a pledge given to the
creditor. However, discharging the kafil from liability does
not necessarily discharge the debtor.

Hawalah (Transfer of Debt): means transfer of debt from
one debtor to another whereby the first debtor is released
from any liability.

REFERENCES:
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Abstract:

The governance is a matter of vital importance and is an
essential part of the work of Islamic banks. where the Bank
is committed to practices established governance that set
the foundations of the rights and responsibilities of each
of the shareholders of the bank. and the Board of Directors
and executive management to exercise control and
effective management of the bank a manner that enhances
value for shareholders.

Qatar Islamic Bank is committed to apply the rules of
corporate governance as an integral part of the culture in
the strategic activities of daily management. In addition
to promoting culture with respect to institutions and
companies. aimed at corporate governance practices
applied by the institution to improve their internal and
external controls.

We have put the bank already a formal framework for
governance covers all aspects. which included the adoption
and implementation of an integrated set of policies
and procedures. and organizational transformation
destruction. which includes re-planning the organizational
structure of the institution with a job description for all
posts clearly defines the powers and responsibilities and
reporting requirements of internal and external relevant
to the work audit . risk and compliance. also defines the
responsibilities of the Board of Directors. and the Charter
of the work. and the terms of reference of all its committees.
as well as the executive committees.
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SHARI’A GUIDELINES FOR ISLAMIC FINANCIAL
ENGINEERING ~ECONOMIC -JURISPRUDENCE STUDY

Supervision of Prof. Dr. Samer Kantakji

Research Summary

Financial engineering is one of the vital subjects
nowadays, it has been transferred into the Islamic financial
market and introduced in Islamic banks it complies with
Islamic principles and conventions in terms of investment
mechanisms, sponsorship of its products and ethics,
Hence, the disclosure of these principles and conventions
from the Quran and Sunnah and its implementation on the
contemporary financial products, has become a legitimate
necessity to achieve because religious scholars have made
a great deal effort through ages to find solutions for new
occurrences Muslims face.

This research comes as a reaction to repeated calls by
many experts and scholars in Islamic financial industry to
revise the status of Islamic financial products and to lay
down rules that can live up with the principles of Shari’a
for the service and welfare of Muslim societies and for
contributing into the development of the world, which
Muslim are by de jure commanded to achieve.

Islamic financial engineering is one of the contemporary
issues that necessitate a deliberate study based on shari’a
and ethical codes. Therefore, it is an investigation that tries
to explore the aforementioned principles.

Financial institutions and Islamic banks are facing great
challenges. To overcome such challenges, there should
be a tremendous effort based on deliberate study able to
find alternative and developed financial mechanisms, so as
to keep pace with the requirements of the contemporary
financial markets. In addition, there should be a thorough
study as to develop overarching rules and principles which
will serve and pave the way to innovation and creativity
in designing financial products and services by taking into
account the principles and objectives of Shari’a and the
protection involved against infringements that may cause
risk to Islamic banking system and therefore its failure.

As a result, this foundational study has been set to help
reduce potential risks and fill the gaps. In addition, the
researcher has made an attempt to relate the objectives
and universal rules of shari’a with contemporary financial
transactions based on practical analysis of samples that
have been innovated in financial transactions founded on
Islamic jurisprudential social and moral perspectives in
order to set forth rules and principles, particular as well as

Abdikani Hussein Mohamed Diria,
PhD in Islamic Economics

universal, that can guide recurring transaction operations
in Islamic financial engineering so as to improve and keep
this field in compliance with Shari’a, and management
techniques after making some corrections.

The research proposal aims at establishing three points:

» To explain and set foundation appertains to
the significance of the principles of Shari’a
in regulating the financial transactions and
products

e To study principles of the contemporary
financial products

e To set up particular principles able to create
service and Islamic financial products.

The research composes of an introduction, four chapters
and a conclusion that includes findings, recommendations
and table of contents. The first chapter comes after an
introduction, in which the researcher explains, in detail, the
research proposal which contains the following: problem
statement, hypothesis, scope of the study;, literature review,
methodology and other steps.

The researcher in the first chapter studies Islamic legal
regulations, concepts and terminologies related to it.
Besides, he explains the fundamental differences between
those concepts and the given terminologies. Furthermore,
he does not only shed light on types of Islamic legal
regulations: the particular one and the universal one but he
also elucidates the concept of objectives of shari’a and its
relationship with Islamic finance.

In the second chapter, the researcher highlights the concept
of financial engineering, its definition and its scope. In the
third chapter, however, he explains the rules of innovation
for Islamic financial products. He also mentions some
suggested rules for regulating innovation in accordance
with Islamic principles and objectives.

In the final chapter, the researcher mentioned scholarly
sources and social responsibility for innovating Islamic
financial products, including the basic regulating criterion,
the concept of social responsibility, and the role of Islamic




ole Cioms A g ki yadle

financial institutions to consider social affairs and public
welfare.

In the conclusion, the researcher stated the following
results

» Islamic principles are the limits and criteria that
are used to measure all necessary provisions,
to determine the quality of a transaction and its
rulings in terms of lawfulness and unlawfulness,
furthermore. They also determine the necessary
procedures in conducting any transaction or
process— whether this is banking, financial, or
devotional action.

»  The Magasid are principles that are inherent in all
religions. Therefore, every religious ordinance has
a rationale behind it—whether the given objective
is to occur now or in the future for the well-being
of mankind and for keeping evil, whatsoever, away
from them. This is the objective that has been set
forth in financial transactions. As for the devotional
actions, the objective of a given ordinance may be
well-known and conceivable to some people and
indiscernible to others; all depends on the intellectual
level of each individual to discern and understand.
The objective of some prescriptions, however, many
unknown and indiscernible; therefore, there is no
any harm not knowing it, because, unlike business
transactions, knowing objectives behind devotional
actions is not necessary.

*  Creation of a financial mechanism that can solve an
existing or potential problem and that can combine
between legitimate credibility and economic
efficiency in order to respond to the demands
of the market and society. It is an attempt to find
legitimate exits so as to put an end to the obstacles
facing financial transactions, taking into account
the shari’a rulings and making sure its fundamental
principles are not evaded within a frame of Islam
principles and regulations and within a frame of its
objectives—universal as well as particular. This is
to preserve and maintain necessities and meet the
demands of individuals with a consideration of
economic efficiency and social values.

 The financial innovation is a contemporary
terminology which, in short, means: “the creation
of something new or restoration and renovation
of something old that would appear in a new
outlook. This is what is meant by Islamic financial
engineering. In fact, it is a type of religious
revivalism, particularly on business and financial
transactions.

» Innovation regulations are considered as religious,
judicial or moral criteria and standards in all cases,
in order to serve shari’a objectives and universal
rules that guide them. That is to say, no infringement
of these rules is allowed, whatsoever.

« The fundamental rules of shari’a are against any

actions of dodge on Islamic rulings and the Islamic
financial engineering, mainly because such behavior
is an attempt to cover conventional products, in the
name of Islamic financial engineering, with a cover
that appears in the surface to be Islamic but which
appear fake after a close examination.

Engineering innovation is important in Islamic
finance because it help get rid of usurious financial
transactions in the world, by replacing it with
another that is compatible with Islamic law t in
terms of origin, continuity and end.

When dealing with any financial transaction one
must take into account the value-added aspect of
that transaction irrespective of whether this addition
is partial as in the case of institution or universal
as in the case of economic dimension of the state.
There also should be social responsibility that is set
by Islamic Financial institution.

The Takaful insurance and Bay Murabah lil amr
bishira (cost plus profit sale for purchaser) are
innovative forms in Islamic financial transactions,
that have met the public interests with economic
efficiency and legitimate credibility, acceptable to
some extent

The rule that reads “damage and benefit go
together” is a key rule founded on the principle
of relating the merit of profit with the endurance
of risks. This is what radically distinguishes the
conventional bank system based on guaranteed
profit by securing the capital from the Islamic bank
system based on shared profit and loss. Moreover,
it is a link between the two letters: “R&R” —the first
“R” is represents the English word ‘risk’, whereas
the second “R” represents ‘revenue’ which is profit
in Arabic; because the halal profit is what has been
generated from business which the bank should
accountable for the risks. This does not mean that
risking is desirable by itself; rather a matter of either
achieving success in business or being a liability.

To create any new financial transaction, one should
bear in mind the ensuing policies:

There should be wvalid reasons for financial
innovation.

The financial innovation should be based on scopes
that allow ljtihad such as in matters related to
business—not religious and ritual matters.

To combine between the legitimacy of purpose and
that of means.

To combine between the objectives of shari’a and
the interest of the man concerned.

It should achieve a valid interest that complies with
the shari’a principles: whether this interest is public
or private.

It should not be a means to something that is
forbidden by the shari’a
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e It should not contain any forbidden financial trick that leads to making something
that is halal (allowed) haram (prohibited).

e It should not be something that purely harmful or whose harm is greater than the
expected good.

*  The criteria set by the Islamic law to study the financial engineering are principles
and rules that one should abide by if he/she aims to develop a sample in Islamic
finance. This requires adequate knowledge in both Shari’a and finance; because
scholars have stated that issuing a legal regulation for a given case necessitates a
discernment of that case.

»  Oneof the most key prerequisites for those willing to lie the foundation of or introduce
engineering samples for current financial transactions is to be well-informed in
the principles of shari’a, particularly Islamic jurisprudence and its foundations in
order to discern the rules of argumentation, methodologies of verdict extraction,
regulations of how ordinance is made, and rules of the use of analogy to draw out
particular verdicts, based on occurrences and facts, from universal rules. In addition,
they must know Arabic as it is a key for discerning Islamic law. In fact, it serves as
a referee in case of controversy and contention. Hence, a researcher should have
adequate knowledge about the meanings of the words and textual expressions of a
given inquiry by denotation or implication. He also must be well-acquainted with
current financial sciences and how its implications in Islamic financial institutions.
In fact, he must know the conventions and laws of stock markets.

»  The concept of social duty in Islamic banks is devotional and moral. Therefore, the
chief executive officers of Islamic banks contribute to the formation, improvement,
protection of the community as a whole. They also take part in serving the social
welfare and goals for individuals via formulation of procedures and activation of
methods and techniques to achieve these goals. They contribute in creating solidarity,
cooperation, development, social awareness and overarching growth. All this for the
sake of seeking the satisfaction of Allah, the Almighty.

»  Social duty is vital in the activities set by Islamic banking. This comprises moral and
legal duty. Hence, the social duty of the institution may be to generate material profit
for the society, through activities set by the Islamic financial institutions; activities
such as the institution’s participation in charitable or non-profitable developmental
projects. The activities may take place in a way people can benefit from, such as
creating job opportunities for the jobless, and establishing investment projects for the
low-income earners, and the like. It is also worthy of note that Islamic Banks must
not exercise activities that will cause harm to the given society.

*  Among the duties that Islamic financial banks as well as institutions hold is to set
out social priorities in investment, finance, social welfare. They also have to focus
on value-added elements they can contribute into the universal economic growth.
Furthermore, they should make sure the needs of the people are fulfilled. All this
should be carried out within a frame of steady-scheme based on prioritization.
However, the reality on the ground shows the opposite of what Islamic banks should
maintain as prioritization. That is to say that all what Islamic banks present as finance
terms is Murabaha (cost plus sale); though, Murabaha is construed as the least used
methods in structuring a universal economic system, let alone its failure to fulfill the
requirements of social duty. This, consequently, has raised many questions about
how the contract of Murabaha is formulated and questioned regarding its economic
as well as social credibility.
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