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The Islamic Laws of Retirement Plans

Student name: Asma Ali Kream
Supervisor name: Dr. Ali Sartawii

Abstract

Retirement plans which known as the general intermediate and long-
term investment plans play a key social role in channeling retirement
contributions to finance retirement benefits and also play a significant
role in the financial security of every individual and family. However,
it is critical to ensure that regulations encourage prudent management
of retirement plans assets so as to meet the Islamic laws. Hence, the
key idea of this research is to investigate and examine these plans
according to the Islamic laws, i.e., the Sharia.

A descriptive and analytical approach was used in this research to
demonstrate how retirement plans are applied in the Palestinian
occupied territory and in the University of Jerusalem. Retirement
plans which are available for the Muslim’s employee in the
Palestinian occupied territory, are not completely applying the Islamic
laws. Furthermore, the ordinary legislation necessitates all companies
to automatically enroll their employees into their qualifying company
retirement scheme without any active decision on the part of the
employee. Nevertheless, the religion's holy book, the Qur’an, forbids
Muslims from making money from money, so they cannot use
products such as retirement plans that involve the charging of interest
nor invest in traditional financial services firms.

The following conclusions can be drawn from the present research.
Retirement plans include prohibited investments and usury. On the
other hand, they are provided a critical financial assurance for the
employee and for his family after retirement or death. Since Islam
encourages financial assurance for every Muslim, although retirement
plans are not compliant with Sharia, it is acceptable to invest on these
plans only if usury and prohibited investments can possibly be
prevented.
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