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Exploring Islamic Microfinance Tools

About Islamic Microfinance Network

We aim to bring forth Islamic microfinance and Shariah compliant financial tools as a mechanism
to eradicate poverty. Therefore, IMFN serves as a platform for Islamic microfinance practitioners
to jointly work for strengthening of the industry. As the hub of Islamic microfinance, we work
towards increasing both the demand and supply forces of the industry; create awareness about the
utility of the existing products, discuss the scope and potential of market growth, promote
innovation, increase outreach and provide industry information.

IMFEN is a non-profit organization registered under the Trust Act of 1882.

Dr. Amjad Saqib Mariam Shakir
Chairman Chief Operating Officer

A special thanks to our venue partner Akhuwat Institute of

’ Social Enterprise Management (AISEM) for making this event
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Exploring Islamic Microfinance Tools

IMFEN, in collaboration with Al-Huda Centre for Islamic Banking and Economics (CIBE),
organized a training workshop on “Exploring Islamic Microfinance Tools” on August 5" 2017.
The workshop was held to enhance knowledge of Islamic microfinance practitioners regarding
multiple diverse tools that are offered in this sector. The workshop invited trainers from some of

the industry’s most renowned organizations. The workshop constituted of three sessions:

e Intro to Islamic Microfinance Products & Practical Implementation in Islamic
Microfinance Institutions

e (Case Study - Wasil Foundation

e Case Study — Akhuwat

Session One

The first session of the day was conducted
by Mr. Zubair Mughal, CEO of Al-Huda
CIBE. It focused on the basics of Islamic
microfinance and how it varies from the
mechanism of conventional microfinance.
Discussing in detail how Islam has set rules
and regulations for profit/risk sharing for

partnerships and trade, he explained the
structure and implementation of different products including Musharaka, Mudarabha and

Murabaha. Figure 1 below gives outlines the various mechanism of products available.
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Islamic Finance Product Mechanism
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Figure 1 Islamic Finance Product Mechanism Courtesy: Alhuda CIBE

Mr Mughal explained the mechanisms of all three products in detail, highlighting the definitions,

utilization in modern day market and examples of institutions practicing each product.

Bringing the explanation in relation to the current global trends of the industry, he shed light on
the reasons for which Murabaha is practiced more as compared to Mudarabha and Musharaka that
constitute only approximately 2% of the whole industry. In addition, emphasizing the need for
product development and innovation to cater to different segments of the market, Mr. Mughal
explained the demand for different products with relation to economic status of the client. Figure

2 below represents this relation:
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Figure 2Market for Islamic Microfinance Products

The next part of the session focused on the requirements of Shariah Compliant financial services
and product development. The factors, enlisted in the figure below, include funding sources.
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Figure 3Factors to be considered for Islamic Finance Courtesy: Alhuda CIBE
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Session Two

Mr, Tariq Raza, Operations and Program
Manager Wasil Foundation, was invited to
present Wasil Foundation’s Islamic microfinance
model. Their most sought-after product is Sala’m,

a trade-based product for small land-holders.

He discussed in detail the Sala’m tool and how

Wasil has been successful in implementing it

throughout their clientele (Figure 4 below illustrates the model). He concluded his session by

providing some of Wasil’s success stories from all over the country.
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Figure 4 Wasil Foundation's Sala’m model Courtesy: Wasil Foundation
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Session Three

The final session of the day was conducted by Mr. Shahid Safdar, Trainer at Akhuwat, to shed
light on Akhuwat’s Qarz-e-Hasan model. Mr. Shahid led a very interactive session with the
participants by engaging them in activities
initially and calling upon them to share their

knowledge regarding Islamic microfinance.

He further explained the requirements for

setting up a revolving fund, the eligibility

criteria  followed by Akhuwat and its

operational and credit process.

The workshop concluded with a closing note by Mr. Syed
Hussain Haider, Director AISEM and a certificate

distribution ceremony.




Agenda

Islamic Micro-Finance

What is Islamic Finance — Basic Concept?

* Introduction & Types of Riba

* Islamic Financial Products Structure & Mechanisms for Islamic Micro Finance Institutions
* Islamic Microfinance Shariah compliant way of poverty alleviation

Murabaha

* Islamic Law of Contracts

* Understanding the key concepts of Murabaha
* Product composition of Murabaha

* Practical execution in IMF system

Bai Salam &lstisna

* Basic rules & types of Bai
* Practical implementations in IMF institutions

Mudaraba & Musharaka

e  What is Mudaraba&Musharaka?
e Profit & Loss Distribution

* ljarah as the alternative of Conventional Lease
* Product structure of ljarah financing
* Rental Mechanism & Practicing in IMF instructions

Qard-e-Hassan Model

* Concept and Mechanism

* Principles & Model

* Implementation

* Glimpse of Worldwide Practices



Innovation and Development in Islamic Microfinance Sector

* Technological Integration in Islamic Microfinance Sector
* Innovative Products for Islamic Microfinance Sector

* Web base Islamic Microfinance — A new approach

* International Trends of Islamic Microfinance — Case study
* Funding sources of Islamic Microfinance

* How IMF is beneficial for donor’s agencies

Trainers
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Mr. Tariq Raza
Operations Manager,
Wasil Foundation

Mr. Zubair Mughal
CEO, Al-Huda CIBE

Mr. Shahid Safdar
Trainer
Akhuwat
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Shahnawaz Qasmi
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Bilal Jawad
Khawaja Meeran

Tanya Igbal
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