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The Shari‘ah, Economic, and Social Harms of Conventional Banks

ABSTRACT: Conventional banks constitute a fundamental part of the global financial system. However, their reliance on interest-based
transactions (riba) and the exploitation of individuals’ financial needs lead to serious Shari‘ah, social, and economic harms. This study aims
to analyze the damage caused by these banks and to relate it to the principles of the Islamic financial system, which is based on justice and
social solidarity. The research adopts a descriptive and analytical approach, drawing on previous studies in Islamic economics and banking
finance, with a particular focus on analyzing conventional banks as the central subject of the study. The findings indicate that conventional
banks cause Shari‘ah-related harms through riba, injustice, and excessive uncertainty (gharar). They also lead to social harms such as
increasing class disparities, weakening social solidarity, and fostering resentment among individuals. Economically, these banks contribute
to the underutilization of human capacities, obstruction of money circulation, rising prices, recession and stagnation, and the reinforcement
of economic dependency. Moreover, they play a significant role in modern financial crises. Based on these findings, the study recommends
transitioning to an Islamic financial system based on profit-and-loss sharing and gard hasan (benevolent loans), enhancing financial and
Shari‘ah awareness, reforming economic policies, strengthening oversight and transparency in banking transactions, and encouraging the
development of Shari‘ah-compliant financial instruments that meet contemporary economic needs.

Keywords: Conventional banks, Economic and social harms, Financial justice.
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