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Abstract. This study offers Critical Perspectives on Maqashid al-Shariah in Modern
Financial Systems, delving into the theoretical foundations and practical applications of
[slamic legal objectives within contemporary finance. It examines how the traditional
framework of Magqgashid al-Shariah, encompassing the preservation of faith, life,
intellect, progeny, and wealth, is interpreted and applied to guide the development and
operation of Islamic financial products and institutions. The research critiques existing
approaches, highlighting challenges such as the potential for formalistic interpretations
that may deviate from the spirit of Maqashid, the complexities of adapting immutable
principles to rapidly evolving financial innovations, and the tension between ethical
ideals and market realities. It also explores opportunities for Maqashid-oriented finance
to offer more equitable, sustainable, and socially responsible alternatives to
conventional models, emphasizing areas like inclusive finance, ethical investments, and
risk-sharing mechanisms. Ultimately, this abstract underscores the ongoing need for
dynamic ijtihad and rigorous re-evaluation to ensure that modern Islamic finance
genuinely embodies and effectively serves the holistic objectives of Shariah.

Keywords: Maqashid al-Shariah, Islamic Finance, Modern Financial Systems, Ethical
Finance, Shariah Objectives, Financial Innovation, Sustainable Finance

1. Introduction

The global financial landscape has long been dominated by conventional, interest-
based systems, which, despite their efficiencies, have frequently faced scrutiny regarding
their ethical implications, wealth distribution patterns, and susceptibility to crises. In
parallel, Islamic finance has emerged as a distinct and rapidly growing segment, rooted
in the principles of Shariah (Islamic law). Unlike conventional finance, Islamic finance
prohibits interest (riba), excessive uncertainty (gharar), gambling (maysir), and
investments in industries deemed unethical. Its core philosophy emphasizes justice,
equity, risk-sharing, and real economic activity, aspiring to contribute to societal well-
being beyond mere profit maximization. This inherent ethical dimension positions
I[slamic finance as a potential alternative or complement to conventional models,
drawing increasing global attention from both Muslim and non-Muslim stakeholders
seeking more sustainable and responsible financial practices.(Abdullah, 2021) The
evolving global financial landscape further accentuates the relevance of Maqashid al-
Shariah. As conventional finance grapples with recurrent crises, systemic risks, and a
growing public distrust rooted in perceived ethical failings, there is an increasing
demand for financial systems that are not only efficient but also resilient, equitable, and
aligned with broader societal values. The rise of Environmental, Social, and Governance
(ESG) investing and sustainable finance initiatives in the mainstream reflects this global
shift towards values-based financial decisions. Islamic finance, with its inherent ethical
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grounding in Maqashid, is uniquely positioned to offer compelling solutions in this
evolving paradigm. However, for Islamic finance to truly distinguish itself and contribute
meaningfully to these global conversations, it must move beyond superficial compliance
and demonstrate a profound commitment to realizing the holistic objectives embedded
within Maqashid al-Shariah in its practical operations and product offerings (Akhyar et
al., 2024).

Central to the ethical framework of Islamic finance is the concept of Maqashid al-
Shariah, or the higher objectives of Islamic law. Traditionally, these objectives are
understood as the preservation of faith (din), life (nafs), intellect (aql), progeny (nasl),
and wealth (mal). These universal principles are not merely abstract ideals but serve as
a normative compass, guiding jurisprudential rulings and the formulation of Islamic
economic and financial policies. The application of Maqashid al-Shariah goes beyond the
superficial adherence to legalistic forms (e.g., avoiding riba) to ensure that financial
activities genuinely contribute to human well-being, foster social justice, and promote
sustainable development. As Islamic finance continues to expand globally, understanding
and effectively applying Maqashid al-Shariah become paramount to ensuring its
authenticity, integrity, and distinctive value proposition in the complex modern financial
environment. A significant body of academic discourse has emerged, exploring the
theoretical underpinnings and practical applications of Maqashid al-Shariah in Islamic
finance. Scholars have extensively discussed how these objectives should guide product
development, corporate governance, and regulatory oversight. Yet, a critical gap persists
between the aspirational ideals of Maqashid and the realities of market-driven financial
innovation. This gap often manifests in structures that are technically Shariah-compliant
but may fall short of achieving the broader socio-economic welfare envisioned by the
Maqashid. Examining this discrepancy is crucial for ensuring that Islamic finance
remains authentic and continues to serve its ethical mandate effectively, avoiding the
risk of merely replicating conventional financial products under an Islamic label (Hadi &
Hanani, 2023).

Despite the conceptual strength of Maqashid al-Shariah, its practical implementation
in modern financial systems presents significant challenges and warrants critical
examination. The rapid evolution of financial products, the intricacies of global markets,
and the diverse interpretations of Islamic jurisprudence often lead to a disconnect
between the aspirational goals of Maqashid and the actual outcomes of Islamic financial
practices. Critics argue that some contemporary Islamic financial products may, in form,
adhere to Shariah rules but, in essence, mimic conventional instruments without fully
embodying the spirit of equitable risk-sharing, social responsibility, or wealth circulation
inherent in Maqgashid. This raises important questions about the effectiveness of current
Maqashid-oriented approaches and whether they genuinely foster the desired societal
and economic impact.(Khattak, 2023)

Therefore, this research aims to provide a critical and nuanced perspective on the
application of Maqashid al-Shariah within modern financial systems. It seeks to
scrutinize the methodologies employed in interpreting and applying Maqgashid, evaluate
their effectiveness in addressing contemporary financial complexities, and identify areas
where current practices may diverge from the true spirit of these higher objectives. By
engaging in this critical assessment, the study intends to foster a deeper understanding
of the challenges and opportunities in actualizing Maqgashid al-Shariah, ultimately
contributing to the development of a more robust, impactful, and ethically consistent
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Islamic financial industry that genuinely serves humanity's well-being and promotes
sustainable global development. This research aims to offer Critical Perspectives on
Magqashid al-Shariah in Modern Financial Systems, seeking to bridge the gap between
theory and practice. It will delve into existing interpretations and applications of
Magqashid in Islamic finance, scrutinizing their adequacy in addressing contemporary
financial complexities. By critically analyzing both the successes and shortcomings of
current Maqashid-driven approaches, this study intends to identify areas for
improvement, propose innovative frameworks, and foster a more robust understanding
of how Islamic finance can truly fulfill its ethical mandate.(Samad & Shafii, 2021)
Ultimately, this exploration seeks to contribute to the ongoing scholarly discourse,
ensuring that Islamic financial institutions and products not only adhere to form but
genuinely contribute to human flourishing and sustainable global development.

2. Methods

This study will primarily employ a critical and analytical literature review
methodology to examine "Maqashid al-Shariah in Modern Financial Systems." The
research process will involve a comprehensive and systematic search across various
academic and professional databases, including Scopus, Web of Science, Google Scholar,
JSTOR, Islamic Finance news portals, and prominent journals in Islamic economics and
finance (e.g., Journal of Islamic Economics, Banking and Finance, ISRA International
Journal of Islamic Finance, Journal of Islamic Accounting and Business Research).
Keywords for the search will encompass "Maqashid al-Shariah," "Islamic finance
objectives," "ethical finance," "Shariah compliance," "Islamic financial innovation,"
"sustainable Islamic finance," and "critique of Islamic finance." The selection criteria will
prioritize peer-reviewed scholarly articles, books, book chapters, and authoritative
reports from respected Islamic financial institutions and regulatory bodies.(Saputra et
al., 2024) The collected literature will be critically analyzed not just for its content, but
also for its underlying assumptions, methodologies, and conclusions, specifically
scrutinizing how Magqgashid al-Shariah has been interpreted, applied, and challenged in
the context of contemporary financial products, services, and systemic issues. This
approach aims to identify conceptual gaps, practical limitations, and areas where
Magqashid-oriented approaches can be strengthened to better serve the holistic
objectives of Islamic law in modern finance.

3. Results and Discussion
3.1. Formalism vs. Substantive Magashid Application

A critical examination of modern Islamic financial systems frequently uncovers a
pervasive tension between formalistic adherence to Shariah rules and the substantive
realization of Maqashid al-Shariah. In practice, significant effort is dedicated to ensuring
that Islamic financial products and contracts are meticulously structured to avoid
explicit prohibitions such as riba (interest), gharar (excessive uncertainty), and maysir
(gambling). This often involves crafting intricate legal structures, known as hila (legal
stratagems) or Shariah-compliant equivalents, that, on paper, satisfy the figh
(jurisprudence) requirements. While this dedication to compliance is foundational for
the legitimacy of Islamic finance, critics argue that such an intense focus on form can
sometimes overshadow the deeper ethical and societal objectives that the Shariah
intends to achieve, leading to a disconnect between the legality of a product and its
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broader beneficial impact.

This phenomenon of formalism can manifest in various ways. For instance, some
murabahah (cost-plus financing) contracts, while technically Shariah-compliant, can be
structured in a manner that closely mimics conventional interest-based lending,
without genuinely embodying the spirit of risk-sharing or facilitating real economic
activity. Similarly, complex sukuk (Islamic bonds) structures might prioritize liquidity
and tradability in secondary markets, sometimes at the expense of clear underlying
asset backing or the genuine transfer of risk, which are core tenets of Islamic finance
derived from Maqashid. The discussion here points to a crucial question: does merely
avoiding a prohibition equate to fulfilling the higher objectives of Shariah, which
encompass fostering justice, equity, and sustainable socio-economic development? A
central tension observed in modern Islamic financial systems lies in the distinction
between formalistic adherence to Shariah rules and the substantive realization of
Magqashid al-Shariah. Financial institutions meticulously develop products and contracts
that strictly comply with the explicit prohibitions of Shariah, such as the avoidance of
riba (interest), gharar (excessive uncertainty), and maysir (gambling). This commitment
to legalistic compliance is paramount for legitimacy and trust within the Islamic finance
industry. However, a critical perspective argues that this intense focus on the "form" of
contracts can sometimes lead to products that, in their economic essence or ultimate
societal impact, closely resemble conventional instruments. For instance, while a
murabahah (cost-plus financing) contract is Shariah-compliant in its structure, if its
primary economic outcome is merely a fixed return on a debt-like arrangement, its
contribution to the Maqashid of risk-sharing or equitable wealth distribution may be
limited, potentially diverting focus from the broader ethical objectives of Islamic law.

The challenge lies in moving beyond a checklist approach to compliance towards a
more Magqashid-centric paradigm. This requires Shariah scholars, regulators, and
practitioners to constantly evaluate whether a financial product, despite its formal
compliance, genuinely contributes to the preservation and enhancement of din (faith),
nafs (life), aql (intellect), nasl (progeny), and mal (wealth) in their holistic sense. For
example, a product might be compliant but if it concentrates wealth in the hands of a
few, exacerbates inequality, or indirectly funds unethical practices, it could be argued
that it falls short of its Maqashid objectives. The discussion emphasizes that the spirit of
Magqgashid demands a deeper level of scrutiny that assesses the ultimate impact and
ethical consequences of financial transactions, not just their legalistic form.(Bakar et al,,
2024)

This phenomenon underscores the challenge of moving beyond a mere checklist
approach to Shariah compliance towards a more Magqashid-centric paradigm. The
higher objectives of Shariah, encompassing the preservation of faith, life, intellect,
progeny, and wealth, demand that financial activities not only avoid prohibitions but
also actively contribute to human well-being, foster social justice, and promote
sustainable development. The discussion highlights instances where emphasis on
legalistic conformity might inadvertently overshadow these broader ethical and societal
goals. Consequently, the critical perspective advocates for a reorientation where the
ultimate impact and ethical consequences of financial transactions are rigorously
assessed against the holistic framework of Magashid, ensuring that Islamic finance is
not merely Shariah-compliant in form but also authentically serves its divine purpose.
Therefore, this critical perspective calls for a significant reorientation within the Islamic
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financial industry. It necessitates a shift from a predominantly figh-centric compliance
model to one that integrates Maqashid al-Shariah as the primary guiding principle for
product development, governance, and ethical evaluation. This reorientation would
encourage the creation of truly innovative and impactful financial solutions that
genuinely serve human well-being, promote social justice, and contribute to the real
economy, rather than merely offering Shariah-compliant alternatives to conventional
instruments. It underlines the imperative for continuous ijtihad that is deeply rooted in
the holistic objectives of Shariah, ensuring that Islamic finance remains authentic and
distinctive in its pursuit of ethical financial practices.

3.2. Challenges of Adapting Magashid to Financial Innovation

The rapid pace of financial innovation in modern global markets presents a
profound and ongoing challenge for the dynamic application of Magashid al-Shariah.
Traditional Islamic jurisprudence (figh) largely developed in contexts where financial
transactions were simpler, less complex, and typically involved direct, tangible assets.
Modern finance, however, introduces intricate instruments such as derivatives, complex
securitization structures, sophisticated hedging mechanisms, and emerging digital
assets (e.g., cryptocurrencies) that were non-existent in classical Islamic legal thought.
(K n.d.)Adapting the immutable, overarching principles of Maqgashid to these novel and
often abstract financial constructs demands a high degree of robust and adaptive ijtihad
(independent legal reasoning), which frequently strains the existing interpretative
frameworks and scholarly consensus, leading to debates and divergent views on
permissibility and alignment with Maqashid.

This adaptation challenge can manifest in several ways. Firstly, the inherent
conservatism often found within traditional figh methodologies, which prioritize
avoidance of haram (forbidden) elements, can sometimes lead to a cautious or even
prohibitive stance towards new financial products. While prudence is commendable, an
overly restrictive interpretation, without a deep Maqashid-driven understanding of the
underlying economic function and societal benefit of an innovation, might stifle the
growth and competitiveness of Islamic finance. Conversely, an overly permissive
approach, driven by market pressures or a desire to merely mimic conventional
products, risks diluting the distinct ethical and substantive essence of Maqashid,
potentially leading to financial instruments that are compliant in form but devoid of the
spirit of justice, risk-sharing, or real economic contribution intended by the Shariah.

The rapid and continuous evolution of financial innovation in modern global
markets poses a significant and ongoing challenge to the dynamic application of
Maqashid al-Shariah. Traditional Islamic jurisprudence developed in a context of
relatively simpler financial instruments and direct asset-based transactions, making the
adaptation of these foundational principles to complex modern financial products such
as derivatives, intricate securitization, cryptocurrencies, and sophisticated hedging
mechanisms a considerable intellectual and practical hurdle. This inherent gap often
leads to dilemmas where scholars must navigate between a cautious conservatism that
risks hindering the growth and competitiveness of Islamic finance by restricting
innovation, and an overly permissive stance that might compromise the core ethical and
substantive objectives of Maqashid by superficially validating instruments that mimic
conventional finance. Effectively addressing this challenge requires a nuanced, forward-
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looking ijtihad (independent legal reasoning) that can deeply analyze the underlying
economic realities and societal impacts of new financial products, ensuring they
genuinely align with the holistic objectives of the Shariah rather than just formalistic
compliance. Therefore, effectively navigating these challenges requires a sophisticated
Maqashid-centric methodology that is both deeply rooted in Islamic ethics and
sufficiently flexible to address contemporary financial realities.(Marwah, Sapa, and
Syatar 2025) This involves scholars and practitioners moving beyond a literalist
interpretation of classical rulings to understand the hikmah (wisdom) and ultimate
objectives behind them. It necessitates a continuous dialogue between Shariah scholars,
financial engineers, and market participants to co-create innovative products that
genuinely embody the spirit of Maqgashid, ensuring they contribute positively to the
preservation of wealth, foster economic justice, and promote sustainable development,
rather than merely facilitating profit generation without ethical grounding. The ability
of Islamic finance to truly distinguish itself and offer a viable ethical alternative in the
modern financial landscape will largely depend on its success in effectively adapting
and applying Maqashid to future financial innovations.

3.3. Maqashid as a Framework for Ethical and Sustainable Finance

Despite the acknowledged challenges in its practical application, the study
emphatically highlights the immense potential of Maqashid al-Shariah as a robust and
comprehensive framework for guiding ethical and sustainable finance. Unlike
conventional finance, which may view ethics or sustainability as add-ons (e.g., ESG
investing), Maqashid provides an inherent moral compass, integrating socio-economic
well-being directly into the core objectives of financial activity. By prioritizing the
preservation of din (faith), nafs (life), aql (intellect), nasl (progeny), and mal (wealth) in
their holistic sense, Maqashid transcends mere financial profitability, encouraging
investments and transactions that genuinely foster human dignity, equitable resource
distribution, environmental stewardship, and intergenerational justice. This
foundational difference positions Islamic finance, when truly Maqashid-driven, as a
distinctive model uniquely equipped to address contemporary global challenges such as
climate change, poverty, and inequality.(Harahap 2025)

The discussion elaborates on specific ways Maqashid translates into practical
ethical and sustainable finance initiatives. For instance, the protection of nafs (life) and
nasl (progeny) inherently mandates investments in healthcare, education, and
environmentally sound projects, while prohibiting engagement with industries harmful
to human well-being or the planet. The preservation of mal (wealth) extends beyond
individual accumulation to encompass the just circulation of wealth in society,
encouraging risk-sharing modes of finance (musharakah, mudarabah) over debt-based
instruments, and promoting instruments like waqf (endowment) and zakat (charity) for
social welfare and sustainable development. This comprehensive approach means that
[slamic finance, guided by Maqashid, is not merely avoiding prohibitions but actively
pursuing positive societal and environmental outcomes, offering a model of finance that
is purpose-driven and impact-oriented by design.

Ultimately, by emphasizing the higher objectives of Shariah, Maqashid provides
[slamic finance with a unique and compelling value proposition in the increasingly
discerning global market for ethical and sustainable investments. In an era where
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conventional finance is grappling with issues of corporate social responsibility, green
financing, and inclusive growth, a truly Maqashid-centric Islamic finance can offer a
coherent, religiously motivated, and intrinsically ethical alternative. This framework
offers the potential to attract a broader range of investors and stakeholders who seek
financial products that align with their values and contribute positively to society,
thereby enhancing the authenticity, credibility, and distinctive competitive advantage of
[slamic finance in the modern global financial system.

3.4. The Imperative for Integrated Regulatory and Governance Frameworks

Our critical perspective highlights a pressing need for the development and
implementation of integrated regulatory and governance frameworks that explicitly
incorporate Maqashid al-Shariah beyond mere Shariah compliance. (Wartoyo &
Haerisma, 2022)Currently, many existing regulatory structures for Islamic financial
institutions primarily focus on ensuring adherence to specific figh rulings related to
contracts and products. This often entails a checklist-based approach, where the
permissibility of a transaction is determined by its conformity to legal forms and
stipulations, as interpreted by Shariah boards. While essential for legal validity and
stakeholder confidence, this compliance-centric focus frequently overlooks the broader,
more holistic objectives of Maqashid, such as promoting social justice, equitable wealth
distribution, and sustainable economic development. Without a deliberate integration
of these higher aims into the regulatory fabric, Islamic finance risks merely mimicking
conventional finance in its economic substance, despite adhering to its formalistic
Shariah requirements.

The inadequacy of a purely compliance-driven framework becomes evident when
evaluating the actual impact and authenticity of Islamic financial products in the
market. Where regulations primarily enforce figh forms, there is a risk that financial
institutions may prioritize innovative structures that pass formal Shariah audit but do
not inherently foster the intended Maqashid outcomes. This can lead to criticisms
regarding the lack of distinctiveness of Islamic finance or its failure to deliver on its
ethical promise. Furthermore, without a clear regulatory mandate to assess products
and operations against Maqashid, Shariah boards may feel constrained to focus
predominantly on legalistic permissibility, potentially missing opportunities to guide
institutions towards more socially responsible and impactful financial practices that
genuinely align with the spirit of Islamic law.(Dusuki & Abozaid, 2024)

Therefore, the imperative is to evolve towards a governance paradigm where
regulatory bodies and Shariah advisory boards work in tandem to establish criteria for
assessing not only the form but also the substance and impact of Islamic financial
activities through the lens of Maqashid. This could involve developing Maqashid-based
key performance indicators (KPIs) for institutions, integrating Maqashid assessments
into product development cycles, and mandating transparent reporting on social and
ethical outcomes. Such an integrated framework would empower regulators to enforce
the ethical objectives of Islamic finance, compel institutions to develop products that
genuinely contribute to societal well-being, and ultimately enhance the credibility,
authenticity, and distinct value proposition of Islamic finance in the global financial
system.

4. Conclusion
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In conclusion, this critical examination of Maqashid al-Shariah in modern financial
systems reveals a crucial tension between the aspirational ethical objectives of Islamic
law and their practical implementation within complex contemporary financial
products and institutions. While the adherence to Shariah compliance in form is
foundational, our analysis highlights the persistent challenge of ensuring substantive
Magqashid application, moving beyond mere legalistic formality to achieve genuine
societal well-being, justice, and sustainability. The study underscores the difficulties in
adapting traditional jurisprudential principles to rapid financial innovation and calls for
a more dynamic and proactive ijtihad that prioritizes the holistic objectives of Maqashid.
Ultimately, to truly fulfill its promise as a distinct ethical and sustainable alternative,
[slamic finance must embrace integrated regulatory and governance frameworks that
assess not only compliance but also tangible contributions to Maqashid, thereby
fostering authentic financial practices that genuinely benefit humanity and the real
economy.
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