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ABSTRACT

This article develops and analyzes a comprehensive Islamic Social Finance (ISF)
framework addressing the economic and social challenges of the global refugee crisis.
I construct a model that integrates shari‘a-compliant financial instruments to promote the
sustainable economic integration of refugees in host countries. This framework synthesizes
human capital development, financial inclusion, and market creation strategies tailored to
displaced populations. Using a qualitative approach, I examine the potential of ISF tools,
including zakat, waqf, Islamic microfinance, and takaful, to create a self-sustaining
ecosystem for refugee empowerment. This integrated approach can overcome the
limitations of traditional aid models by fostering financial self-sufficiency and long-term
economic resilience. The analysis suggests the ISF framework can significantly reduce
fiscal burdens on host countries while potentially boosting their gross domestic product
through increased refugee economic participation. I identify implementation challenges,
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including regulatory barriers and operational complexities, and propose mitigation
strategies. This study contributes to the literature on financial inclusion, Islamic finance,
and development economics. It provides policymakers with a novel approach to refugee
integration, aligning economic imperatives with ethical considerations. For financial
institutions, the findings offer insights into an emerging market for shari‘a-compliant
products tailored to vulnerable populations.

Keywords: Islamic social finance, refugee empowerment, financial inclusion, zakat,
wagqf, Islamic microfinance, takaful

The global refugee crisis has reached unprecedented levels, presenting significant
challenges to international financial systems and social structures. As of mid-2023, the
United Nations High Commissioner for Refugees (UNHCR) reports approximately 110
million forcibly displaced individuals worldwide, including around 47.8 million refugees
who have crossed international borders (UNHCR, 2023b). This staggering figure
underscores the urgent need for innovative and sustainable solutions to address the
economic and social challenges faced by displaced populations.

Traditional approaches to refugee assistance have predominantly focused on short-
term aid, providing immediate relief but often falling short in facilitating long-term
integration and self-sufficiency. The persistent nature of displacement, with many refugees
spending years or even decades in host countries, necessitates a paradigm shift towards
more sustainable solutions. This article examines the potential of Islamic social finance
(ISF) to address these challenges, proposing a comprehensive framework that aligns
financial empowerment with ethical and religious principles.

The concept of ISF encompasses a range of financial instruments and practices rooted
in Islamic principles, aimed at promoting social welfare alongside economic development.
These tools, including zakat (obligatory almsgiving), waqf (endowments), Islamic
microfinance, and takaful (Islamic insurance), offer a unique approach to addressing
poverty and social inequality. While these instruments have a long history in Muslim-
majority countries, their potential application in the context of refugee empowerment
remains largely unexplored in academic literature.

This study proposes and evaluates a comprehensive Islamic social finance ecosystem
(ISFE) designed to empower refugees economically and socially while adhering to maqasid
al-shari‘a principles. The maqasid al-shari‘a, or the higher objectives of Islamic law,
provide a comprehensive framework that emphasizes the preservation of faith (din), life
(nafs), intellect ( ‘aql), lineage (nasl), and wealth (mal). By aligning financial empowerment
strategies with these principles, I aim to create a model that not only addresses economic
needs but also respects the cultural and religious values of refugee populations.

My primary research question is: How can ISF tools be effectively leveraged to
address the economic and social challenges faced by refugees sustainably and
comprehensively?
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To explore this overarching question, I investigate several sub-inquiries:

e How can ISF instruments support the development of sustainable refugee-owned
businesses, considering the unique challenges and opportunities in displacement
contexts?

e What role can ISF play in facilitating access to education, vocational training, and
networking opportunities for refugees, enhancing their human capital and
employability?

e How can ISF guarantee ethical and sustainable practices that align with the shari‘a
principles?

e What strategies can be employed to use ISF as a tool for social integration, bridging
the gap between refugee communities and host populations?

e How can the ISFE model maintain long-term financial viability, balancing the need for
sustainability with the imperative to provide ongoing support to vulnerable populations?

The methodology employs a qualitative deductive approach, synthesizing data from a
wide range of sources. It analyzes academic journals spanning the fields of refugee studies,
Islamic finance, and development economics. Reports from international organizations,
including the UNHCR and various non-governmental organizations (NGOs) working in
refugee contexts, provide crucial empirical data and insights into current practices. Islamic
religious texts and scholarly interpretations inform our understanding of the ethical and
practical foundations of ISF instruments. Additionally, I examine case studies of existing
ISF applications in various contexts, drawing lessons that can be applied to refugee
empowerment strategies.

Using this diverse body of knowledge, I develop a framework for the ISFE model that
integrates various ISF tools. This integrated approach allows us to address the multifaceted
challenges faced by refugees, from meeting immediate basic needs to fostering long-term
economic independence.

This research contributes to the existing literature in several significant ways:

e [t proposes a novel, comprehensive framework for refugee empowerment based on
Islamic financial principles, filling a gap in both refugee studies and Islamic finance
literature.

e The study provides a detailed analysis of the potential of ISF tools to address specific
economic and social challenges faced by refugees, offering practical insights for
policymakers and practitioners.

e By exploring the intersection of shari‘a principles, financial innovation, and
humanitarian assistance, this research opens new avenues for interdisciplinary studies
in finance, ethics, and development.

e The ISFE model presents a scalable and adaptable framework that can be tailored to
various refugee contexts, potentially transforming approaches to refugee assistance
globally.
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Theremainder of this article is organized as follows: Section 2 provides acomprehensive
review of the literature on refugee empowerment, microfinance, and ISF. Section 3
examines the historical context of Islamic finance and its principles, drawing parallels
with contemporary refugee challenges. Section 4 discusses ISF instruments in detail,
analyzing their potential applications in refugee contexts. Section 5 presents the proposed
ISFE framework (Figure 1), elaborating on its components, implementation strategies,
and potential impacts. Finally, Section 6 concludes with policy recommendations,
acknowledges limitations, and outlines directions for future research.

As the global community continues to grapple with the challenges of forced
displacement, innovative financial approaches like the ISFE may play a crucial role in
fostering refugee self-reliance and economic integration. This study aims to contribute to
this important conversation, offering a new perspective on how faith-based financial
principles can be leveraged to create sustainable solutions for one of the most pressing
humanitarian issues of our time.

Figure 1. ISFE framework. Source: Author’s creation.

The complex issue of refugee empowerment has garnered increasing attention in academic
literature, reflecting the growing global concern over protracted displacement conditions.
This section provides a comprehensive review of existing research on refugee
empowerment, with a particular focus on economic dimensions and the potential role of
microfinance and Islamic financial instruments in addressing refugee challenges.

Refugee empowerment is a multidimensional concept encompassing economic,
educational, social, psychological, and legal components (Steimel, 2017). While all these
aspects are interconnected and crucial for holistic refugee integration, the study focuses
primarily on economic and social empowerment as a foundational element for overall
well-being and self-reliance.

Economic empowerment aims to facilitate financial self-reliance among refugee
populations, enabling them to meet their basic needs and contribute to their host
communities (Jacobsen, 2002). This approach represents a shift from traditional aid
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models that often create long-term dependency towards strategies that foster agency and
self-sufficiency among refugees.
Key elements of economic empowerment identified in the literature include:

e Access to employment: Job placement strategies that facilitate integration into host
economies are crucial for refugee self-reliance. Ott (2013) emphasizes the importance
of tailored employment programs that consider both the skills of refugees and the
needs of local labor markets. However, legal barriers to employment in many host
countries continue to pose a significant challenge (Zetter & Ruaudel, 2016).

e Entrepreneurship support: Microfinance initiatives supporting refugee
entrepreneurship have shown promise in various contexts. Osman (2020) highlights
small-scale enterprises’ potential in empowering refugee communities. These
businesses not only provide income for refugee families but can also contribute to the
economic dynamism of host communities.

e Financial inclusion: Access to basic financial services—including savings accounts,
credit, and insurance products—is often limited for refugees due to legal status issues
and lack of documentation. Zademach et al. (2019) find that refugees demonstrate
creditworthiness comparable to host communities in microfinance contexts,
challenging perceptions of refugees as high-risk borrowers.

e Skill development and education: Vocational training and education programs play
a crucial role in enhancing the employability of refugees. Lumley-Sapanski and
Callahan (2019) argue that such programs should be aligned with local market needs
to maximize their effectiveness.

e Market access: Creating avenues for refugees to participate in local and regional
markets is essential for sustainable economic integration. This includes addressing
legal barriers to business ownership and facilitating connections between refugee
entrepreneurs and broader economic networks (Betts et al., 2017).

Microfinance has emerged as a powerful tool for poverty alleviation and empowerment,
particularly in developing economies. Its potential application in refugee contexts has
gained attention from researchers and practitioners alike.

Hadidi (2018) demonstrates the positive impact of microfinance on female
empowerment in Egypt, highlighting its potential for addressing gender disparities in
vulnerable communities. For refugees, microfinance offers a pathway to financial inclusion
through loans, savings, and insurance products, which are often unavailable through
traditional banking systems due to legal and documentary constraints (Megersa, 2021).

The benefits of microfinance in refugee contexts extend beyond immediate economic
outcomes:

e Social capital formation: Group lending models, common in many microfinance
programs, can foster social connections and mutual support networks among refugees.
Meissner (2005) argues that these social bonds are particularly valuable in post-

Vol. 2024(6), Astrolabe.4 €)



conflict environments, helping to rebuild community ties disrupted by displacement.

e Women empowerment: Microfinance programs often target women, who are
disproportionately affected by displacement. Armendériz and Morduch (2010)
highlight the potential of microfinance to enhance women’s economic opportunities
within households and communities.

e Psychological benefits: Access to financial resources and the ability to engage in
productive economic activities can boost self-esteem and a sense of agency among
refugees. However, Li et al. (2016) caution that the effectiveness of these psychological
benefits may be moderated by cultural factors and the ongoing stress of displacement.

Despite its potential, the application of microfinance in refugee contexts faces several
challenges. Jacobsen (2005) points out that the transient nature of refugee populations can
complicate long-term financial relationships necessary for successful microfinance
programs. Additionally, the legal uncertainty experienced by many refugees can create
barriers to accessing even basic financial services.

The principles of Islamic finance, rooted in shari‘a law, offer a unique perspective on
economic development and social welfare. While extensive literature exists on Islamic
finance in general, its specific application to refugee empowerment remains an emerging
field of study.

Sairally (2013) explores the social responsibility dimension of Islamic financial
institutions, arguing that these entities have an ethical obligation to contribute to
community development and poverty alleviation. This aligns closely with the needs of
refugee populations and suggests potential synergies between Islamic finance principles
and refugee empowerment strategies.

Several Islamic financial instruments have been studied in the context of poverty
alleviation and social development:

e Zakat: The obligatory almsgiving in Islam has been examined as a tool for wealth
redistribution and poverty alleviation. Razin and Rosman (2021) analyze the potential
of zakat to serve as a social safety net, particularly in Muslim-majority countries
hosting large refugee populations.

e Wagqf: [slamic endowments have a long history of supporting social welfare initiatives.
Mohsin (2013) explores the use of cash waqf for microfinance, proposing models that
could be adapted for refugee contexts.

e Islamic microfinance: Profit-and-loss sharing models like mudarabah and
musharakah offer alternatives to interest-based microfinance. Rahim Abdul Rahman
(2010) argues that these models are more aligned with ethical financing principles and
may be more suitable for poverty alleviation in refugee populations.

e Sukiik: Islamic investment certificates have been studied as a means of financing
development projects. Hafsa and Oumaima (2021) propose the use of sukiik to fund
initiatives targeting vulnerable populations, including refugees.
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While these studies provide valuable insights into the potential of Islamic finance for
social development, there remains a significant gap in the literature regarding the
comprehensive application of these tools in refugee empowerment contexts. This study
aims to address this gap by proposing an integrated framework that leverages various ISF
instruments to create a sustainable ecosystem for refugee economic empowerment.

To fully appreciate the potential of ISF in addressing contemporary refugee challenges, it
is essential to understand its historical roots and underlying principles. This section
explores the historical context of Islamic approaches to displacement and economic
empowerment, drawing parallels with modern refugee conditions. We then examine the
fundamental principles of Islamic finance and their relevance to refugee empowerment
strategies.

The concept of forced migration and the ethical treatment of displaced persons have deep
roots in Islamic history. The hijra of Prophet Muhammad (PBUH) and his followers from
Mecca to Medina in 622 CE serves as a seminal event that shaped Islamic perspectives on
migration, community building, and economic integration.

Several key principles emerge from this historical event and subsequent Islamic
traditions:

¢ Emphasis on self-reliance: Upon arriving in Medina, the Prophet (PBUH) encouraged
the migrants (muhajiriin) to seek employment and contribute to their new community.
This principle is exemplified by the hadith of Abdul-Rahman ibn Auf, who, when
offered assistance, requested instead to be shown the way to the marketplace (Ibn
Hajar, 1987). This emphasis on self-reliance aligns closely with modern concepts of
refugee economic empowerment.

e Establishment of ethical markets: The Prophet Muhammad (PBUH) established a
new marketplace in Medina based on Islamic ethical principles. This included
prohibitions on monopolistic practices, fraud, and exploitation (Humaidi, 2020).
These principles of fair trade and ethical business practices remain relevant in
designing economic systems that integrate refugees fairly into host economies.

e Land revitalization: The Prophet Muhammad (PBUH) said, “Whoever brings life to
unused land, owns it” (Al-Albani, 2002). The concept of ihya’ al-mawat (reviving
dead land) encouraged the cultivation of unused land, promoting self-sufficiency and
economic growth. This principle could inform strategies for involving refugees in
agricultural projects or urban renewal initiatives in host countries’ development.

e Open economic interaction: Despite the cultural and religious differences between
the migrants and the local population of Medina (ansar), the Prophet (PBUH)
encouraged open economic interaction. This included allowing trade with non-
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Muslims and facilitating currency exchange, subject to ethical constraints (Jal’ut,
2020). Such principles of economic openness and inclusion are crucial for successful
refugee integration into host economies.

e Market regulations: The implementation of the Hisbah system, an early form of
market regulation, ensured fair practices and protected consumers and traders alike
(Al-Bashir, 2019). This historical precedent underscores the importance of appropriate
regulatory frameworks in creating equitable economic opportunities for refugees.

These historical lessons offer several principles applicable to contemporary financial
empowerment strategies for refugees:

Promotion of entrepreneurship and self-employment among refugee populations;
Development of ethical financial products and services tailored to refugee needs;

e Implementation of market regulations that ensure fair participation of refugee
entrepreneurs; and

e Emphasis on skills development and job placement to facilitate economic integration.

The principles underlying Islamic finance provide an ethical framework that can guide the
development of refugee empowerment strategies. These principles are derived from the
Qur’an, sunna (prophetic traditions), and scholarly consensus, and are encapsulated in the
concept of maqasid al-shari‘a (objectives of Islamic law).

Auda (2008) identifies five primary objectives of maqasid al-shari‘a: (1) preservation
of faith (hifz al-din), (2) preservation of life (hifz al-nafs), (3) preservation of intellect
(hifz al- ‘aql), (4) preservation of lineage (hifz al-nasl), and (5) preservation of wealth
(hifz al-mal).

In the context of ISF for refugee empowerment, the preservation of life (hifz al-nafs)
and wealth (hifz al-mal) are particularly relevant. These objectives provide an ethical basis
for developing financial instruments and strategies that not only meet the economic needs
of refugees but also safeguard their dignity and long-term well-being. Bahri et al. (2019)
argue that implementing maqasid al-shari‘a in financial systems can facilitate the transition
of individuals from aid recipients (mustahiqq) to economic contributors (munfig/muzakkt).
This aligns closely with the goals of refugee empowerment and self-reliance.

Key principles of Islamic finance that inform the ISFE framework include:

e Prohibition of riba (interest): Islamic finance prohibits the charging or paying of
interest, considering it exploitative. This principle encourages profit-and-loss sharing
arrangements that may be more equitable for vulnerable populations like refugees
(Igbal & Mirakhor, 2011).

e Asset-backed financing: Islamic financial transactions must be backed by tangible
assets, reducing speculative risks. This principle can guide the development of secure
financing options for refugee entrepreneurs (Ayub, 2007).

e Risk-sharing: Risk-sharing is a central concept in Islamic finance, promoting more
equitable economic relationships. This principle can inform microfinance models that
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distribute risk fairly between financial institutions and vulnerable populations, such as
refugees, by enhancing financial inclusion and participation in economic growth
(Maghrebi & Mirakhor, 2015).

¢ Prohibition of gharar (legal uncertainty): Contracts must be clear and transparent,
reducing information asymmetry and protecting ownership rights. This principle is
crucial in developing financial products that are easily understood by refugee
populations who may have limited financial literacy (El-Gamal, 2006).

These principles provide a robust ethical framework for developing financial
instruments and strategies tailored to the unique needs and circumstances of refugee
populations. By aligning economic empowerment initiatives with these principles, the
ISFE model aims to create sustainable, equitable solutions that respect the dignity and
cultural values of refugees while fostering their economic integration.

Having established the historical and theoretical foundations of Islamic finance, I now
turn to a detailed examination of specific ISF instruments and their potential applications
in refugee empowerment contexts. This section analyzes the mechanisms, strengths, and
challenges of each instrument, providing a comprehensive understanding of their role
within the proposed ISFE framework.

Zakat, one of the five pillars of Islam, is a form of obligatory almsgiving that serves as a
mechanism for wealth redistribution and poverty alleviation. In the context of refugee
empowerment, zakat presents a potentially significant source of funding for meeting
immediate needs and supporting longer-term development initiatives.

4.1.1 Mechanism
Zakat requires eligible Muslims to give 2.5 percent of their wealth annually to specified
categories of recipients, including the poor and needy (Al-Qaradawi, 1999). The collection and
distribution of zakat can be managed by governmental bodies, NGOs, or dedicated zakat
institutions.

Potential applications in refugee contexts include:

e Meeting basic needs: Zakat funds can be allocated to provide food, shelter, and
healthcare to newly arrived refugees, addressing immediate survival needs (Razin &
Rosman, 2021).

e Education and skills development: Zakat can fund educational programs and
vocational training for refugees, enhancing their human capital and employability
(Kachkar & Alfares, 2022).

e Microfinance seed capital: Some scholars argue that zakat funds can be used as seed
capital for microfinance initiatives, helping refugees start small businesses (Kachkar
& Alfares, 2022).
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Challenges and considerations include:

e Ensuring proper identification of eligible recipients within refugee populations;

¢ Developing transparent and efficient distribution mechanisms; and

e Addressing the debate among Islamic scholars regarding the use of zakat for productive
purposes versus immediate consumption.

4.1.2 Recent Innovations

Salleh et al. (2022) highlight innovative approaches to leveraging zakat for sustainable
development. For instance, the integration of technology in the zakat collection and distribution,
such as blockchain-based systems, can enhance transparency and efficiency (Ikhsan, 2023).

Wagqf, a form of perpetual charity in Islam, offers significant potential for long-term social
and economic development in refugee contexts. Unlike zakat, which is typically distributed
for immediate use, waqf assets are preserved and invested to generate ongoing returns for
charitable purposes.

4.2.1 Mechanism
A donor (wagif) endows an asset (e.g., property, cash) for a specific charitable purpose.
The asset is then managed to generate returns, which are used to fund the designated
charitable activities in perpetuity (Mohsin, 2013).

Potential applications in refugee contexts include:

o Sustainable infrastructure: Waqf can fund the development of schools, hospitals,
and community centers in refugee settlements, providing long-term social infrastructure
(Shaikh et al., 2017).

e Income-generating projects: Waqf assets can be invested in businesses that employ
refugees, creating sustainable income sources (Mohd Thas Thaker et al., 2020).

e Education endowments: Cash waqf can be used to create endowments for refugee
education, funding scholarships and educational programs over the long term
(Muayyad & Jatmiko, 2021).

Innovations in waqf can include:

e Cash waqf: Modern interpretations allow for cash endowments, increasing the
flexibility and accessibility of waqf (Mohsin, 2013).

e Wagqf-based microfinance: Models integrating waqf and microfinance have been
proposed, using waqf funds to provide interest-free loans to refugees (Kachkar, 2017).

e Temporary waqf: Some scholars argue for the validity of time-limited waqf, which
could align well with the often-temporary nature of refugee situations (Firdaus &
Muhammad, 2017).

Challenges and considerations include:

e Ensuring effective and transparent management of waqf assets;
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e Navigating legal frameworks in non-Muslim countries for establishing waqf; and
e Balancing the perpetuity principle of waqf with the potentially transient nature of
refugee conditions.

Islamic microfinance represents a shari‘a-compliant alternative to conventional
microfinance, offering financial services to refugees in a manner consistent with Islamic
principles. This approach can be particularly valuable in predominantly Muslim refugee
populations.

Key Islamic microfinance instruments are:

e Mudarabah (profit-sharing partnership): The financial institution provides capital
while the entrepreneur contributes labor and expertise. Profits are shared according to
a pre-agreed ratio, but losses are borne by the capital provider unless caused by
negligence (Obaidullah, 2008).

e Musharakah (joint venture partnership): Both the financial institution and the
entrepreneur contribute capital and expertise. Profits and losses are shared based on
capital contribution ratios (Ishak et al., 2023).

e Murabaha (cost-plus financing): The financial institution purchases an asset and
resells it to the client at a marked-up price, with payment deferred. This can be used
for financing inventory or equipment for refugee-owned businesses (Abdul Rahman,
2007).

e ’Tjarah (leasing): The financial institution purchases an asset and leases it to the
client. This can be useful for refugees who need equipment but cannot afford to
purchase it outright (Ayub, 2007).

e Qard al-hasan (interest-free loan): These benevolent loans are often used for
consumption smoothing or emergency needs and can be particularly relevant in
refugee contexts (Aslam Haneef et al., 2015).

Potential applications in refugee contexts include:

e Business start-up financing: Using mudarabah or musharakah to provide capital for
refugee entrepreneurs (Haneef et al., 2015).

e Asset acquisition: Utilizing murabaha or 'ijarah for refugees to acquire necessary
business equipment or inventory (Abdul Rahman, 2007).

e Skills development: Combining qgard al-hasan with vocational training programs to
enhance refugee employability (Mohieldin et al., 2011).

Challenges and considerations include:

e Higher operational costs compared to conventional microfinance due to the need for
shari‘a compliance monitoring;

e Limited understanding of Islamic finance products among some refugee populations,
necessitating financial literacy programs; and

e Balancing profitability with social impact objectives in Islamic microfinance institutions.
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4.3.1 Recent Innovations

Innovations in Islamic microfinance include the development of mobile banking platforms
for smoother access, integration with fintech solutions for improved efficiency, and the
creation of hybrid models that combine various Islamic finance instruments to meet
diverse needs (Todorof, 2018).

Sukiik, often referred to as Islamic investment certificates, represent an innovative
financial instrument with potential applications in funding larger-scale refugee
empowerment initiatives. Unlike conventional bonds, sukiik are asset-backed securities
that comply with Islamic financial principles.

4.4.1 Mechanism
Sukiik represents undivided ownership in tangible assets, usufruct, services, or a
combination of these. They provide returns based on the performance of the underlying
assets rather than interest payments (Shalhoob, 2018).

Types of sukiik relevant to refugee contexts include:

¢ ’Ijarah sukiik: Based on leasing contracts, these can be used to fund infrastructure
projects in refugee settlements (Rofik et al., 2023).

e Mudarabah sukiik: Profit-sharing instruments that could fund entrepreneurship
programs for refugees (Khouildi & Kassim, 2019).

e Wakalah sukiik: Agency-based sukiik that offers flexibility in funding various
refugee-related projects (Abubakar & Lawa, 2020).

Potential applications in refugee contexts include:

e Infrastructure development: Sukiik can finance large-scale projects like housing,
schools, or hospitals in refugee-hosting areas (Abubakar & Lawa, 2020).

e Microfinance funding: Sukiik can be used to raise capital for Islamic microfinance
institutions serving refugee populations (Khouildi & Kassim, 2019).

e Social impact sukiik: These innovative instruments directly link financial returns to
achieved social outcomes, such as refugee employment rates or education levels
(Azman & Ali, 2016).

Challenges and considerations include:

Complexity of structuring sukiik in compliance with both shari‘a and secular legal systems;
The need for credit enhancement mechanisms to attract investors to refugee-focused
sukiik; and

e Ensuring that the benefits of sukiik-funded projects reach the intended refugee
beneficiaries.

4.4.2 Recent Innovations
The development of green sukiik and Sustainable Development Goal (SDG) sukik
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provides models for structuring socially responsible investments that could be adapted for
refugee contexts (Alam et al., 2016; Araminta et al., 2022).

Takaful, the Islamic alternative to conventional insurance, operates on principles of
cooperation and shared responsibility. In refugee contexts, takaful can play a crucial role
in risk mitigation, providing a safety net against unforeseen circumstances.

4.5.1 Mechanism
Participants contribute to a pool of funds, which is then used to assist members facing
specified risks or losses. The operation is based on the concepts of tabarru ‘ (donation) and
ta ‘awun (mutual assistance) (Billah, 2019b).

Types of takaful relevant to refugee contexts are as follows:

e Micro-takaful: Scaled-down takaful products designed for low-income populations,
including refugees (Htay et al., 2015).

e Health takaful: Provides coverage for medical expenses, which is crucial in refugee
settings where access to healthcare can be limited (Billah, 2017).

e Property takaful: Protects assets of refugee-owned businesses against risks like fire
or theft (Billah, 2019a).

Potential applications in refugee contexts include:

e Health protection: Micro-health takaful can provide essential medical coverage for
refugee families (Salleh et al., 2018).

e Business risk mitigation: Takaful products can protect refugee entrepreneurs against
business-related risks, encouraging entrepreneurship (Rifas et al., 2023).

e Crop takaful: For refugees engaged in agricultural activities, this can protect against
crop failures due to natural disasters (Salleh et al., 2023).

Challenges and considerations include:

e Designing takaful products that are affordable for refugee populations while remaining
financially viable;

e Navigating regulatory frameworks in host countries that may not recognize takaful;
and

e Educating refugee communities about the concept and benefits of takaful.

4.5.2 Recent Innovations

The integration of technology in takaful operations, such as blockchain for claims
processing and mobile apps for policy management, can enhance accessibility and
efficiency in refugee contexts (Mcisaac et al., 2019). By leveraging these ISF instruments
in an integrated framework, the ISFE model aims to create a comprehensive ecosystem for
refugee empowerment. Each instrument addresses different aspects of the economic
challenges faced by refugees, from meeting immediate needs to fostering long-term
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financial resilience and entrepreneurship. The following section will detail how these
instruments are integrated into the proposed ISFE framework, creating a holistic approach
to refugee economic empowerment.

Building on the individual ISF instruments discussed in the previous section, I now present
the proposed ISFE for refugee empowerment. This integrated framework leverages the
strengths of each instrument to create a comprehensive, sustainable approach to addressing
the economic challenges faced by refugee populations.

The ISFE model is designed as a holistic ecosystem that addresses the multifaceted
economic needs of refugees, from immediate survival to long-term self-reliance and
integration. It integrates zakat, waqf, Islamic microfinance, sukiik, and takaful in a
coordinated system that provides a continuum of support throughout a refugee’s journey
towards economic and social empowerment.

Key features of the ISFE model include:

e Staged support: The model provides different types of financial assistance and
services based on the refugee’s stage of economic integration, from newly arrived to
fully self-reliant.

o Integrated instruments: Each ISF instrument is strategically deployed to address
specific needs and challenges, creating a comprehensive support system.

e Self-sustainability: The model aims to create a self-sustaining ecosystem where
successful refugee entrepreneurs eventually contribute back to the system.

e Shari‘a compliance: All components of the ISFE adhere to Islamic financial
principles, ensuring ethical and culturally appropriate support for refugee populations.

o Flexibility: The framework is adaptable to various refugee contexts and can be scaled
according to the size and needs of the target population.

5.2.1 Zakat for Immediate Needs and Initial Stabilization

Role in the ISFE

e Providing for the basic needs (food, shelter, and healthcare) of newly arrived refugees;
e Funding initial skills assessment and language training programs; and

e Supporting short-term cash assistance programs.

Implementation Strategy

e Establish partnerships with local zakat institutions in host countries;

e Develop transparent mechanisms for identifying eligible refugee recipients; and
e Create a dedicated zakat fund for refugee assistance within the ISFE.
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Case Study

The UNHCR’s Refugee Zakat Fund provides a model for leveraging zakat for refugee
assistance. In 2020, it supported over 2.1 million beneficiaries across 13 countries,
addressing immediate needs, including shelter, food, education, healthcare, and debt
repayment (UNHCR, 2021).

5.2.2 Waqf for Long-Term Development and Infrastructure

Role in the ISFE

e Funding educational institutions and vocational training centers for refugees;

e Establishing community centers and other social infrastructure in refugee settlements;
and

e Creating endowments for ongoing support of refugee empowerment programs.

Implementation Strategy

e Develop a centralized waqf management institution within the ISFE;

e Create diverse waqf portfolios targeting different aspects of refugee empowerment;
and

e Explore innovative waqf models, including cash waqf and temporary wagqf.

Case Study

The Abdul Aziz Al Ghurair Refugee Education Fund, established in 2018, demonstrates the
potential of waqf-like structures in supporting refugee education. It provides education and
skill enhancement programs for young refugees in Jordan and Lebanon (UNHCR, 2023a).

5.2.3 Islamic Microfinance for Entrepreneurship and Economic Independence

Role in the ISFE

e Providing shari‘a-compliant financing options for refugee-owned businesses;

e Offering financial products tailored to different stages of business development; and
e Integrating financial services with business training and mentorship programs.

Implementation Strategy

e Establish dedicated Islamic microfinance institutions (IMFIs) for refugee communities;

e Develop a range of products using various Islamic contracts (mudarabah, musharakah,
murabaha, etc.); and

e Create linkages between microfinance programs and larger financial institutions for
scalability.

Case Study

Akhuwat Islamic Microfinance in Pakistan offers shari‘a-compliant microloans to
refugees, facilitating small business creation and financial independence. Their model of
interest-free loans combined with business support services has shown promising results
in refugee communities (Akhuwat, n.d.).
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5.2.4 Sukik for Large-Scale Infrastructure and Development Projects

Role in the ISFE

e Raising capital for major infrastructure projects in refugee-hosting areas;

e Funding large-scale economic development initiatives benefiting both refugees and
host communities; and

e Creating a mechanism for socially responsible investors to support refugee
empowerment.

Implementation Strategy

e Develop a range of sukiik structures tailored to different project types (e.g., ‘ijarah
sukik for housing projects, mudarabah sukiik for business incubators);

e Collaborate with governments and international organizations to provide credit
enhancements and reduce investor risk; and

e Implement rigorous impact measurement systems to track and report on the social
outcomes of sukiik-funded projects.

Case Study
While not specifically targeted at refugees, the International Finance Facility for
Immunization Sukiik provides a model for using Islamic finance to fund large-scale
humanitarian efforts. This innovative sukiik raised funds for global vaccination programs,
demonstrating the potential for similar structures in refugee contexts (Moghul & Safar-
Aly, 2014).

5.2.5 Takaful for Risk Mitigation and Social Protection

Role in the ISFE

e Providing health coverage for refugee families;

e Offering property and business insurance for refugee entrepreneurs; and

e Creating a social safety net to encourage risk-taking and innovation among refugees.

Implementation Strategy

e Establish micro-takaful programs specifically designed for refugee populations;

e Integrate takaful offerings with microfinance and business support services; and

e Develop community-based takaful models to leverage social capital within refugee
communities.

Case Study

While not specifically targeting refugees, Iran’s Universal Public Health Insurance
program offers comprehensive health coverage to migrants, similar to Iranian citizens.
This model demonstrates the potential for inclusive insurance systems that benefit
displaced populations (Trallori, 2023).
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The power of the ISFE model lies in the integration and synergies between its components.
For example:

e Zakat funds can provide initial support and stability, preparing refugees for participation
in microfinance programs.

e Waqgf-funded educational institutions can enhance human capital, improving the
success rates of refugee entrepreneurs supported by Islamic microfinance.

e Sukiik can fund large-scale projects that create employment opportunities for refugees,
who can then access Islamic microfinance to start supplier businesses.

e Takaful can provide a safety net that encourages more refugees to participate in
entrepreneurship programs funded by Islamic microfinance.

This integrated approach creates a comprehensive ecosystem that supports refugees at
every stage of their journey towards economic empowerment and integration.

The effective implementation of the ISFE requires robust governance and operational
structure, such as:

e Central coordinating body: To oversee the integration of various components and
ensure alignment with overall objectives.

e Shari‘a supervisory board: To ensure all activities comply with Islamic financial
principles.

e Stakeholder council: To guide strategy and ensure responsiveness to needs, with
representatives from refugee communities, host governments, NGOs, and financial
institutions.

e Transparent reporting system: To publish regular financial and impact reports in
order to maintain trust and accountability.

o Technology integration: To leverage fintech solutions for efficient operations,
including blockchain for transparency and mobile banking for accessibility.

While the ISFE model offers significant potential, several challenges must be addressed:

e Regulatory barriers:
o Challenge: Many host countries may lack regulatory frameworks for Islamic
financial instruments.
o Mitigation: Engage with regulators to develop appropriate frameworks; start with
pilot programs in receptive jurisdictions.
e Cultural and religious diversity:
o Challenge: Not all refugees may be familiar with or comfortable using Islamic
financial products.
o Mitigation: Offer financial literacy programs; provide options for non-Muslim
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refugees to participate in ethically aligned conventional products.
e Sustainability of funding:
o Challenge: Ensuring a consistent flow of zakat and wagqf contributions.
o Mitigation: Develop diverse funding sources; create endowment-like structures for
long-term sustainability.
e Coordination among stakeholders:
o Challenge: Aligning the interests and operations of various entities within the
ISFE.
o Mitigation: Establish clear governance structures and communication channels;
use technology for efficient coordination.
e Impact measurement:
o Challenge: Accurately assessing the long-term impact of ISFE interventions.
o Mitigation: Develop comprehensive impact measurement frameworks; collaborate
with academic institutions for rigorous evaluation studies.

The ISFE presents a promising framework for addressing the complex financial challenges
of refugee populations. By integrating various Islamic financial instruments—zakat, waqf,
Islamic microfinance, sukiik, and takaful—the ISFE model offers a comprehensive
approach to refugee empowerment that aligns with ethical and religious principles.

The analysis suggests that the ISFE has the potential to overcome limitations of
traditional refugee support models by:

e Fostering financial inclusion and self-sufficiency among refugee populations;

e Providing a continuum of support from immediate relief to long-term economic
integration;

e Leveraging faith-based principles to create culturally appropriate and ethically aligned
financial solutions;

¢ Creating sustainable funding mechanisms for refugee assistance programs; and

e Encouraging the economic integration of refugees in ways that benefit both displaced
populations and host communities.

However, several implementation challenges remain, including regulatory barriers in
non-Islamic jurisdictions, operational complexities in establishing shari‘a-compliant
governance structures, and potential cultural and trust issues among diverse refugee
populations. Addressing these challenges will require collaborative efforts among
policymakers, financial institutions, humanitarian organizations, and refugee communities
themselves.

Future research directions should focus on:

e Quantitative impact assessment: Develop econometric models to estimate the
potential effects of ISFE implementation on refugee economic outcomes and host
country macroeconomic indicators. This could include longitudinal studies tracking

Vol. 2024(6), Astrolabe.4 €)



refugee households participating in ISFE programs over time.

e Comparative analysis: Conduct comparative studies of ISFE implementation in
different geographical and cultural contexts to identify best practices and context-
specific adaptations.

e Regulatory frameworks: Examine the legal and regulatory challenges of
implementing the ISFE in various jurisdictions, with a focus on developing model
legislation that can facilitate the adoption of Islamic financial instruments for refugee
empowerment.

e Product innovation: Explore the development of new Islamic financial products
specifically tailored to refugee needs, such as hybrid instruments that combine features
of different Islamic contracts.

e Technology integration: Investigate the potential of fintech solutions, including
blockchain and artificial intelligence, in enhancing the efficiency and transparency of
ISFE operations.

e Social impact measurement: Develop comprehensive frameworks for measuring the
social and economic impact of ISFE interventions, including both quantitative metrics
and qualitative assessments of refugee well-being and integration.

o Stakeholder perceptions: Conduct in-depth studies of how various stakeholders—
including refugees, host communities, governments, and financial institutions—
perceive and interact with the ISFE model.

e Scaling and replication: Analyze the factors that contribute to the successful scaling
of ISFE initiatives and develop strategies for replicating successful models in diverse
contexts.

e Integration with conventional systems: Explore ways to integrate ISFE with existing
conventional financial and humanitarian assistance systems to create comprehensive
support networks for refugees.

e Ethical considerations: Examine the ethical implications of faith-based financial
models in diverse refugee populations and develop guidelines for ensuring inclusivity
and respect for diverse beliefs.

As global displacement continues to pose significant economic and social challenges,
innovative financial approaches like the ISFE may play a crucial role in fostering refugee
self-reliance and economic integration. By combining ethical financial principles with
practical economic empowerment strategies, the ISFE model offers a new paradigm for
addressing one of the most pressing humanitarian issues of our time.

The development and implementation of the ISFE will require ongoing collaboration
between researchers, practitioners, policymakers, and refugee communities. As this model
evolves and is tested in real-world contexts, it has the potential to transform approaches to
refugee assistance, moving from short-term aid to sustainable, dignity-preserving
empowerment. In doing so, it may not only improve the lives of millions of displaced
individuals but also contribute to the economic vitality and social cohesion of host
communities around the world.
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