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Abstract. The potential and prospects of Islamic finance are the issue that is currently
generating the most discourse among professionals, governmental bodies, and financial experts.
The objective of the article is to assess the efficiency of Islamic social finance and suggest
potential improvements in the current financial framework. The focus is on assessing the
economic and social outcomes of integrating Islamic finance principles into micro businesses,
as a means to promote economic development and involve communities in solving social issues.
Moreover, the authors explore how social initiatives aimed at supporting micro-businesses can
lead to cost savings for public resources. The paper seeks to develop an optimal eco-system
design for countries with dual financial system based on conventional and Islamic by utilizing
an analysis approach based on Kazakhstani implementation case. The establishment of a
social financial ecosystem offers Islamic finance an advantageous role in promoting societal
benefits. This is achieved through regulations that encompass not only civil law and human
frameworks but also the principles of Islamic Law. Such arrangements enable the development
of a sustainable and prosperous financial system and equally nurture a society that prioritizes
social welfare and philanthropy. Furthermore, based on the findings from this study, enhancing
the societal functions of Islamic finance can address various social challenges present within
communities with vulnerable populations, and may serve as a viable solution for reducing
government expenditure on targeted social assistance programs. Additionally, this study
provides recommendations for institutional support of the Islamic social finance eco-system
integrated into the financial system of the country.
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Introduction

Islam provides a holistic approach toward life, offering guidance for human beings to achieve
prosperity and success in both personal and communal aspects. In terms of economic principles,
Islamic teachings promote equitable distribution of wealth with justice, freedom, moderation,
and compassion as core values. Consequently, this sets in motion the growth and advancement
of an ethical financial system that benefits everyone without exploitation or discrimination.

Therefore, Islamic economics is not just a set of rules but rather a comprehensive ideology
encompassing various methodologies aimed at addressing contemporary socioeconomic
challenges based on the Quranic message and Prophetic traditions. Adopting this perspective
means expanding academically by exploring diverse fields such as history, sociology, politics
economy while deepening one’s knowledge around Shariah laws related to finance & trade;
improving analytical skills regarding global markets trends - enhancing understanding from
macroeconomic indicators- developing research methods applied towards alternative investment
strategies within institutional framework compliant with risk management features enforced
highlighting impact investing examples for greater social responsibility driven returns [1].
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The main goal of Islamic economics is to ensure that the fundamental needs of individuals
are met by utilizing resources efficiently and maintaining social harmony in order to foster
cooperation between labor and capital, whilst completely eliminating monopolization.
Eminently, it also emphasizes attaining social justice through fair wages for employees as well
as reducing unemployment rates. Furthermore, this economic system seeks to strike a balance
between individual requirements and societal development factors [2].

Presently, there are 274 million individuals worldwide who require humanitarian
intervention. Notably, the required budget for such aid has grown annually and reached 41 billion
US dollars in 2022 [3]. The rise of conflicts and wars around the globe along with the current
pandemic have further complicated matters, increasing migration numbers and exacerbating
issues faced by those who seek assistance from outside their homeland or place of origin.
Consequently, it is vital that these individuals receive help from the international community;
several measures have already been implemented to address this need while simultaneously
searching for alternatives solutions - one being Islamic social finance when integrated alongside
microfinance approaches which hold great potential as a means of overcoming both economic
and social challenges presented by global threats today.

Islamic finance offers a distinct approach to microenterprises. Microfinance is an effective
tool for alleviating poverty, as it provides financial services, credit facilities, venture capital
support, savings accounts, insurance protections, and money transfers at the grassroots level of
society [4].

Consequently, households’ earnings would increase while creating demand for other
essential goods and services such as education, health care, and nutrition. In times of political
and social unrest or when supporting migrants or vulnerable groups becomes necessary charity
combined with technological solutions could leverage Islamic microfinance towards achieving
its goals in this regard.

The symbiosis of Islamic finance and technology needs an environment for development,
which can be provided by the ecosystem. The ecosystem for Islamic social finance, which is
deeply anchored in ethical and societal values, assumes a pivotal function in the realm of social
finance [5]. The ecosystem is developed through the integration of services and systems offered
by conventional financial institutions with those provided by Islamic financial institutions. The
four principal participants within this ecosystem are the coordinators representing various
stakeholders involved in the system, and providers of social finance.

One of the key elements for the Islamic finance and social objectives’ successful advancement
is to confront institutional hindrances such as legislative, organizational, and economic
challenges. To counteract these obstacles, it is necessary to establish effective measures that
constitute an explicit plan for the promotion of Islamic finance. Recent research has put forth
pragmatic remedies ranging from revisions in current regulations to assimilation of financial
technologies; all aimed at maximizing the social effects generated by Islamic finance.

To establish and develop an ecosystem, it is crucial to create a plan of action initially.
Afterward, one needs to recognize the providers that offer social finance services for this process.
These may comprise government authorities, global institutes, zakat or waqf foundations, and
Islamic financial institutions along with representatives from socially responsible and sustainable
commerce based on the magnitude and intention of determining the predicament in the initial
phase.

Literature review

The essential tenets of economic relationships in Islam have a strong social foundation, as
elucidated in the Holy Scripture. Islam advocates for peace and prosperity on Earth by promoting
good deeds towards family members, orphans, the poor, neighbors - both kin and strangers -,
companions nearby or during travel, and slaves one possesses without haughtiness or arrogance.
Any unfavorable thoughts, actions or disputes run contrary to Islamic teachings which mandate
cooperation in virtue while avoiding misconduct [1].
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The social and ethical features of financial system based on Islam are summarized as
following [2,3]:

- Islamic finance is driven by principles that foster a stable and socially conscientious
economic system. The system prohibits the charging of interest, instead opting for productive
economic activities based on tangible assets.

- Uncertainty, speculation, and gambling are also forbidden as they do not lead to sustainable
economic activity rooted in real financing arrangements where partners must fulfill their
commitments according to Islamic teachings.

- Any business or commercial transactions involving haram items are strictly prohibited
while profit without liability for service risk is not accepted in such financial systems.

- Further, money serves only as a technical instrument used solely for facilitating sales
transactions rather than possessing any inherent value within itself- all this is done with the
ultimate aim of ensuring community welfare aligned with Maqasid principles upheld by Islam
which stresses balance across areas including social development, economic prosperity, and
preservation of natural resources.

- The essential foundation of the unadulterated Islamic financial instruments, specifically
Musharaka and Mudaraba, originate from the principles of profit and loss sharing. The
fundamental value system that supports these principles is defined by a cooperative method of
business endeavors in which capital acts as a representative for forming partnerships. In stark
opposition to traditional banking systems, Islamic financial institutions deem it imperative not
only to distribute profits but also losses and risks fairly with their clients who are regarded as
collaborators. Furthermore, they refrain from hedging risks or transferring them onto their clients;
instead opting to undertake collective responsibility to maximize mutual benefits. This principle
derives its credibility through “liability justifies return” which underscores the importance of
combining liability with returns while ensuring no disparity exists between benefits derived
from ventures and associated risks faced thereby promoting balanced rights and obligations for
all parties involved in such agreements.

- Islamic financial instruments offer an alternative approach to financing that prioritizes
asset-based and asset-backed transactions, thereby promoting real economic activity.

- The societal implications of Islamic finance encourage funding that prioritizes the
community, aiming to tackle social problems like poverty and inequality through mechanisms
such as zakat and qard-hasan.

These distinctive features set Islam financial system apart from traditional instruments while
providing it with a competitive advantage during times of economic crises. To demonstrate the
ethical benefits for individuals and economies, we have presented them in tabular form together
with their underlying sources.

Table 1 - Islamic finance’s social elements

of wealth in the hands of a few individuals.

Ne | Element Advantage The source

1 | Equal rights The mean level of material well-being, attaining 4:5 (Quran)
individual and familial necessities

2 | Fair distribution | Reducing poverty and prevent excessive accumulation | 17:83 (Quran)

on real assets

financial shocks and crises

3 | Social equity Horizontal justice of individuals 8:29 (Quran)

4 | Advancement Investing in a sector of the economy that meets the | 62:10 (Quran)
and economic interests of society and avoiding additional savings
expansion

5 | Creating wealth | Wealth supports life, and it must be used effectively 2:188 (Quran)

6 | Financing based | A strong and stable economy that is resilient to | 30:39, 2:278, 3:130,

2:276, 4:161, 2:275
(Quran)
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7 | Interest (riba) A crucial aspect of economic growth is the sustainable | 30:39, 2:276,
prohibition development of the real economy, which aims to | 4:161, 2:275,
prevent a disconnect between debt creation and | 3:130, 2:278

wealth creation (Quran)

8 | Elimination Islamic finance is exclusively based on genuine | 4:161, 30:39
on returns transactions, with the real transaction mechanism | (Quran)
on nominal facilitating the direct transfer of money supply to
transactions commodity markets

9 | Elimination of It is imperative to maintain a balance between liability | 11:85 (Quran)
financial gain and benefits, ensuring that profit is not detached
without liability | from risks. It is essential for both parties involved to

have equal rights and obligations in order to achieve
symmetry

10 | Speculation The creation of profitable economic endeavors, which | 17:34, 5:1 (Quran)
and (garar) are founded on sound reasoning and tangible assets,
uncertainty is emphasized in Islamic finance. Participants have a
prohibition responsibility to honor their contractual commitments

and uphold the integrity of their promises

11 | Sharing of loss The business activity is based on joint nature and | 4:135, 4:29
and profit partnership (Quran)

12 | Partnership and | Dealings and transactions are based on justice 9:24, 2:279
Risk sharing (Quran)

13 | The concept In terms of its function, money serves solely as a | 6:165, 20:6, 24:33
of money as a medium for facilitating transactions. Each unit of | (Quran)
technical tool money holds the same value as any other unit, with

no distinction or hierarchy among them. The worth
of money is determined by its ability to measure and
represent the varying values of different goods and
services.

14 | Restriction Haram businesses financing is prohibited. For the | 2:168, 90:91
on funding morally and physically healthy society creation (Quran)
prohibited
(haram)
enterprises

15 | Financing that The poverty reduction instruments such as zakat and | 9:13, 22:41
focuses on qard-hasan. (Quran)
the needs and
welfare of
society

16 | Special charity Islamic financial institutions’” clients regulation and | Shariah
accounts the special accounts for charity Resolutions, figh

and hadiths

Note: The authors” own [4] [5] [1]

Figure 1 depicts the Islamic finance system’s benefits and advantages for economics and
society. Efficiency plays a vital role in this context and is based on the fundamental idea of
profit and loss sharing. This principle encourages true transactions between financial resources
and tangible assets while ensuring that there is no excessive accumulation of monetary funds
in interest-bearing entities. Stability in this system derives from its prohibition against trading
debt-to-debt or speculative instruments; instead, it emphasizes connections between financing
activities with real commodities. Even though there are some debt-based arrangements available
within Islam finance, selling of debts remains firmly forbidden. Islamic financial institutions
employ various contracts to foster equal access to information for all stakeholders - thus ensuring

an overall sense of transparency throughout their operations.
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Figure 1 -The Islamic finance advantages set
Note — The authors’ own [6] [7] [8]

Enabling the mobilization of financial resources towards ethical investments and disallowing
business activities classified as haram, such as drug, alcohol, tobacco production, adult
entertainment services provision, casino gambling operations or weapon distribution allows for
financing of economic development without exacerbating community needs. The institutional
structure featuring interest and debt trading within the Islamic financial system showcases its
sustainability when faced with economic and financial crises while possessing effective tools to
manage their aftermaths.

Profits are generated through profit-sharing investments and partnerships in Islamic
financial relations. The system includes a range of financial contracts that are compliant with
Islamic principles and can be used in place of conventional debt contracts. Despite not being
widely utilized globally, Islamic finance has experienced a surge in popularity over the past few
years and has been increasingly embraced by numerous countries and financial institutions. The
benefits of the system include increased access to finance for those who may be unable to access
conventional finance due to religious or ethical reasons, as well as a focus on ethics and social
responsibility in financial activities.

It is notable that, Islamic finance is on the way to the achievement of widespread adoption
internationally, despite the potential benefits of its principles, such as sharing of the profit and
loss and ethical financial practices. There is a growing trend towards Islamic social finance and
ethical investments that align with its values. Its social features as equal abilities, social justice,
and sustainable growth, demonstrate the advantages of the system. By promoting efficiency,
stability, equity, and sustainability, Islamic finance offers a unique approach to finance that
emphasizes social responsibilities and can promote society and economic development.

Islamic finance supplies social instruments for socio-economic enhancement, including
Zakat (mandatory almsgiving), Waqf (endowments), Sadaqah (voluntary giving), and Qard
Hasan (interest-free loans). These tools are not limited to Islamic countries and have been
adjusted and adopted globally. Zakat is a mandatory payment, whereas waqf is a charitable
endowment trust, and sadaqah is voluntary giving to those in need. These tools are frequently
utilized to facilitate education and healthcare, enhance infrastructure development, and sustain
social welfare programs for disadvantaged individuals, mainly through informal systems [9].
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Social financing through zakat and waqf takes an essential role in Islamic financial relations.
Zakatis a form of wealth redistribution, and waqf involves dedicating assets for specific charitable
purposes. Expanding social financing channels can help address social and economic challenges
within Islamic communities.

According to the Islamic Development Bank the potential for Zakat 12, or mandatory
almsgiving, globally is estimated at 3% of the GDP globally, while the real collection is only
around 0.15% of OIC member countries” GDP. However, estimates of actual global Zakat
collection vary widely, with some studies suggesting a range between 200 billion and 1 trillion
US dollars. Notably, that mostly Zakat is paid by individuals and is not represented officially in
the data, which contributes to the variation in estimates. Despite the potential for Zakat, the real
collection falls far below the estimated potential [10].

The significance of Islamic financial systems extends to micro-enterprises, making the
subject of Islamic microfinance a topic that has garnered attention from scholars over an extended
period. The effectiveness of microfinance as a means of reducing poverty has been acknowledged
by reputable academics like Mohammed Obaidullah (2008). Islamic microfinance’s main goal is
to offer a range of financial services including venture capital, credit, insurance, savings, and
fund transfer to individuals and small businesses with low income. The provision of these
services aims to not only boost their earnings but also stimulate demand for essential goods and
services such as nutrition, education, and healthcare. By extending access to financial resources
in this manner, microfinance has the potential to greatly benefit disadvantaged populations by
empowering them economically and promoting inclusivity within the financial system. Islamic
microfinance sets itself apart from conventional microfinance by adhering strictly to Shariah
principles which prohibit interest-based transactions while emphasizing ethical investments
that align with social responsibility practices.

According to Khan (2008), the utmost importance should be given to ensuring access
to microfinance, rather than solely focusing on the expenses associated with establishing
and executing microfinance initiatives for poverty alleviation [11]. To achieve this objective,
several key principles of microfinance need to be adhered to. For example, individuals and
households with low incomes must have access not only to loans but also to a diverse array
of financial services such as insurance, savings programs, and money transfers. Utilizing
these financial services has the potential to enhance household earnings and cultivate wealth.
Furthermore, integrating microfinance into a nation’s financial system enables effective access
to underprivileged communities. The prospect of microfinance lies in its ability to foster the
creation of local financial institutions that can accumulate deposits and subsequently employ
them for lending activities, while also offering various other financial services. By emphasizing
these principles, microfinancing can be influential in advancing both financial inclusion and
poverty alleviation.

During the course of implementing Islamic microfinance, several obstacles have been
encountered. Nonetheless, the primary objective continues to be tackling societal and economic
issues for both microfinance institutions and the wider community [12].

The focused issue of the research in Islamic finance social tools has been changed from 1979 to
2020. The research primarily focused on delineating the fundamental principles of Islamic social
finance and conducting a comparative analysis between the Islamic economy and traditional
economic systems until 2006. Subsequently, efforts were made to evaluate the potential of Islamic
social finance in terms of poverty reduction through various financial instruments [4].

The research methodology and focus of research in Islamic social finance have evolved
over time. Early studies were focused on historical reviews and critical analysis of theoretical
materials while modern studies have shifted toward empirical research and model construction.
Additionally, the research topics have been modernized, with a focus on using Islamic social
finance to overcome economic problems and promote development [13]. There has been
increasing attention on the role of Islamic social finance in poverty alleviation and enhancing the
institutional framework for the operation of Islamic finance [14] [15]. This indicates the continuous
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advancement in research concerning Islamic finance and emphasizes further investigation into
how Islamic social finance contributes to economic growth and reducing poverty. This highlights
the ongoing evolution of Islamic finance research and the need for continued exploration of the
potential of Islamic social finance for economic development and poverty reduction [16-19].

Based on official statistics, it is proof of the Muslim faith constitutes the largest religious
affiliation among the population of Kazakhstan, accounting for approximately 70.2% of its
inhabitants. Furthermore, within Kazakhstan’s religious landscape, there exists a singular
organization known as the Spiritual Administration of Muslims in Kazakhstan. This non-
profit voluntary association serves as a central governing body overseeing Islamic affairs and
promoting communal cohesion amongst adherents to Islam across the country.

To facilitate the collection of zakat and sadaqah, various channels are utilized. These include
a designated bank account mentioned on the organization’s website, online platforms such as
websites and mobile applications that enable direct contributions. Additionally, traditional banks
like Halyk and Kaspi in Kazakhstan have integrated payment systems into their own websites
and apps to collect funds. Furthermore, cash donations are also accepted at mosques for those
who prefer an offline mode of giving.

Some scholars have proposed the integration of different measures aimed at reducing
poverty and redistributing wealth in order to generate positive interactions. One suggestion
pertains to enhancing the efficacy of zakat institutions by establishing collaborations with
microfinance organizations and financial institutions. This proposal implies that zakat and waqf
establishments, which are charitable trusts, should be integrated into the strategy for alleviating
poverty among member countries of the Islamic Development Bank, including Kazakhstan as
one such member [20] [10] [21].

According to Kuanova (2022), the potential of the Islamic financial resources in the country
21.55 billion US dollars, considering average per capita income, and the propensity to save.
Islamic financial assets in the total financial assets in Kazakhstan - is 0.2% [22]. Kazakhstan’s
per capita income stands at 3,680 US dollars annually, which is nearly 2.5 times greater than
the average amount of bank deposits in the country. However, it is important to note that these
figures should be interpreted with caution as they do not take into account the contributions
made by Islamic legal entities. Furthermore, Kazakhstan has a relatively low propensity for
saving with only 0.43 individuals actively engaging in savings practices. It is worth mentioning
though that these statistics are based on predictive data and should be considered within this
context.

Islamic Social finance possesses the capability to effectively tackle the social and economic
difficulties prevailing in Kazakhstan. This model emerges as a potential solution that aids in
extending financial aid to individuals who are impoverished and vulnerable, while concurrently
fostering development initiatives such as educational enhancements, healthcare provisions, and
sustainable progress.

Islamic Social finance is a growing and dynamic sector. It has the potential to make a
significant contribution to the social and economic development of the countries. The statement
highlights the importance of integrating various aspects of the Islamic economy to maintain a
robust Islamic economic ecosystem. It emphasizes the need to consider multiple elements, such
as social financing through zakat and waqf, tokenization of Sukuk, digitization and development
of Islamic Fintech, regulation of Islamic finance, and impact investing. These factors are seen as
potential enablers for Islamic finance development.

Regulation of Islamic finance is crucial to ensure compliance with Islamic principles and
maintain the integrity and stability of the industry. Effective regulatory frameworks help build
trust and confidence among investors and participants in the Islamic finance ecosystem. Impact
investing, which focuses on generating positive social and environmental impacts alongside
financial returns, aligns with Islamic principles of ethical and responsible investing. Encouraging
impact investing within the Islamic finance industry can promote sustainable development and
address societal challenges.
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Methodology

The present research employs data analysis techniques combined with content analysis,
which are a set of clear and uncomplicated procedures utilized to demonstrate how study data
is generated and structured. The collected information was assessed based on its trustworthiness
before it could be examined for informative purposes. In this particular investigation, the
researchers employed content analysis as an analytical tool that allowed them to methodically
investigate the contents of a specific dataset through comparisons so as to elucidate fully
their possible importance, prospects, impact, and role in empowering individuals by Islamic
social finance projects. This technique assists in comprehending the complete description and
interpretation of analyzed materials within the context being evaluated.

The study aimed to evaluate the efficiency of the Islamic social project from a socio-economic
perspective and suggest recommendations for integrating it into the Islamic finance ecosystem.
One of the challenges in assessing the social efficiency of utilizing financial resources is the lack of
consistency and clarity in the methodologies employed by researchers [27-29]. This is primarily
because the social sphere involves complex relationships between individuals, the government,
and private institutions, all working towards improving the standard and quality of living for
the population. As a result, the outcomes of these efforts, known as social effects, are not always
easily quantifiable in economic terms and are interpreted differently across various sources.

There are challenges in assessing the long-term sustainable social outcomes that have
benefits for the whole society from the realization of social programs. This includes the difficulty
of measuring these outcomes in terms of value, and the use of cost assessment techniques like
cost-benefit analysis (CBA), cost-effectiveness analysis (CEA), and cost-utility analysis (CUA)
to analyze the effectiveness of social investments and projects. The cost-benefit analysis is
specifically mentioned as a systematic comparative method of the project costs and benefits,
using a single standard metric, often in monetary terms. This highlights the need for careful
consideration of research methodologies and comprehensive analysis when attempting to
measure the effectiveness of social projects and investments, especially when assessing their
long-term impact [23] [6].

Benefit Cost Ratio: _

EBy/(1+d)1]
BCR [Tgy/(1+d)1]

- (1)
where,

Bi - the benefit of project in year i;

Ci - the costs of project in year 7;
n — years number;

d - the rate of discount

The interpretation of BCR (Benefit-Cost Ratio) is as follows: if BCR is less than 0, it means that
the costs outweigh the benefits from an economic standpoint. In such cases, it is recommended
not to proceed with the project. If BCR is equal to 1, it indicates that the costs are equal to the
benefits, implying limited validity for the project. However, if BCR is greater than 0, it signifies
that the benefits exceed the costs, and therefore, the project should be authorized to proceed. It
was selected as a social project based on the zakat and donation collection for the assessment
and the demonstration of a structured mechanism of Islamic social finance efficiency evaluation.

The “UME Social Market” (shop) in Kazakhstan endeavors to offer a convenient and
uncomplicated means for various sectors of society to revive products, economize on clothing
and non-essential items, as well as engage in philanthropic activities. This social charity shop
strives to facilitate the process of giving new life to goods while simultaneously ensuring that
individuals have access to cost-effective options.

Moreover, it serves as an avenue through which people can actively take part in charitable
occasions. By catering to diverse segments of the population with its user-friendly approach,
the shop aims to foster sustainable consumption practices while promoting social responsibility.
Part of the total income generated by the “UME Social Market” goes to operational expenses, and
the rest spends on charity. The project is based on the mechanism of acceptance of applications,
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delivery to collection points, delivering to the warehouse, selling, and getting profit. This
highlights the importance of social entrepreneurship and social investment in promoting
sustainable social outcomes and enhancing the standard of living for members of society who
are in need.

Results and Discussion

The financial analysis and indicators are given for estimation and illustration of the social
efficiency of the project.

Table 2 - Projection of comprehensive revenue statement for a period of five years (USD)

Year 1 Year 2 Year 3 Year 4 Year 5

Sales Revenue | 7579600 | 76,175.00 105,502.00 | 110,777.90 | 116,316.79
Sales Costs 8 260.34 8 829.21 12,228.46 12,839.88 13,481.88
Gross profit 67,535.66 | 67,345.79 93,273.54 97,938.02 102,834.91
Adm.expenses | 15,632.53 16,752.58 23,202.33 31,778.17 44,012.76

Oper. expenses 3977.78 3437.78 4761.32 6 594.43 9133.29

Cap. expenses 46,428.60 0 0 0 0

before tax, profit | 1496.75 47,155.43 65,309.89 59,565.42 49,688.86

Income tax 44.90 1414.66 1959.30 1786.96 1490.67
Profit 1451.85 45,740.77 63,350.69 57,778.46 48,198.19

Note — Authors” own estimation

In the first year, the initial capital expenditure of the founders will be returned. However, in
line with the principles of the “UME social market” and their original project idea, a significant
portion of this amount will be allocated towards charitable causes. This implies that by
implementing the project, not only did the founders contribute around 47 thousand US dollars
to charity at once but they also established a mechanism whereby profits generated would
continue to be divided equally between returns and contributions towards charitable initiatives
every subsequent year.

Table 3 - The probability indicators (USD)

Indicator Amount
Contributing to equity 50,606.34
including:
Capital expenditures 46,628.59
Operating expenses 3977.78
Net Profit for 5 years 211,104.85
PV of the net profit for 5 years 199,301.68
NPV 152,873.08
Project payback period 1 year 1 month
PI Profitability Index 4.29
IRR 102%
Notes: The authors’ own estimation

Based on the financial indicators and projected financial statements and cash flow, the
social shop is a profitable venture with strong financial performance. If all the invested funds are
directed towards charity after the project is realized, and the social market operates intending
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to generate profit for charity, it becomes an effective project for conducting long-term charitable
activities.

The social shop holds significant social importance as it seeks to promote the concept of
social protection and aid for the socially vulnerable population, as well as encourage a transfer
from “excessive” consumerism to “rational” consumption. The project addresses various social
issues, including;:

- Assisting low-income families by providing affordable goods;

Reducing inventory and waste;
- Facilitating the sharing of material and human resources;
Addressing the issue of excessive consumption;

- Encouraging community involvement and reciprocal support.

Table 4 presents the socio-economic efficiency of project realization and highlights its
successful operation.

Table 4 - The socio-economic efficiency

Indicator

Persons (families), got social support from the social 1000 persons / month

shop services 12,000 persons / year

Average cost 23,111 / month
277,332 |year

Present value of the cost of the of the unit of clothes/ 250,607

shoes (1000 per month)

Total present value of a unit of clothing or shoes (1000 1,092,871

/ month) 5 years

Present value of saved clothing expenses 740,841

expenditures of social shop 46,629

Social shop profit’s present value 199,302

Social shop activity socio-economic efficiency 158.90

Socio-economic efficiency of the investing in social 4.27

shop

The estimated socio-economic efficiency of investing in the social shop is 4.27. This implies
that for every unit of currency invested the social shop, there is a return of 4.27 units of currency
for charitable purposes, as the shop operates by utilizing its profits for charity. Additionally,
the socio-economic efficiency of the shop is 158.90. That is, for every unit of currency invested
and utilized in the shop, there is an additional savings of 158.90 units of currency for socially
vulnerable customers and individuals with limited incomes.

Over the initial five years of operation, there will be a 427% increase in charitable assistance
provided, and the number of needy individuals benefiting from the social market will quadruple.

Therefore, engaging in social entrepreneurship can yield financial gains and contribute to
the overall welfare of a nation’s population. The positive outcomes observed in this scenario
serve as an incentive for the growth and expansion of social enterprises within Kazakhstan and
other nations, effectively demonstrating their viability at smaller scales like microenterprises.

Islamic social finance eco-system

Within the Islamic social finance ecosystem, there exist proponents and supporters of social
welfare. These individuals and organizations play an integral role in promoting and fostering
positive societal change through various initiatives:

1. The primary advocates for the welfare of society are typically government institutions
and international organizations responsible for initiating social support programs;
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2. Non-profit public social organizations;

3. Companies and businesses that prioritize social responsibility - profit-oriented or non-
profit;

4. Institutions involved in Islamic social finance encompass various organizations that
focus on zakat, waqf, and offering micro-Islamic financial services. These entities hold significant
importance as they actively contribute to the advancement of social well-being within the
framework of Islamic finance;

5. Islamic financial institutions, such as Islamic banks and Ijara companies, are key players
in Islamic finance;

6. Islamic Capital market — Entities that offer Sukuk, Special Purpose Vehicle firms,
initiators;

7. Crowdfunding and technological platforms.

In order to ensure the efficient functioning of the Islamic social finance ecosystem, it is
imperative to establish a harmonious partnership between conventional Islamic institutions
and capital markets while adhering strictly to shariah principles. This collaboration between
the two systems is not prohibited in Islamic finance and plays a significant role in maintaining
sustainability within this framework. By jointly operating, these entities can leverage their
respective strengths and expertise to promote financial inclusivity while upholding ethical
standards set forth by shariah law.

In order to ensure the proper functioning of the ecosystem, it is essential to have effective
coordination from various entities whose main objective is promoting social welfare and
achieving efficient social impact. In Kazakhstan, these coordinators include governmental bodies
such as the Ministry of Finance, Ministry of Digital development, Innovations and aerospace
Industry, along with institutions like AIFC and Agency of Strategic Development. Additionally,
zakat institutions and wagqf institutions play a crucial role in coordinating the ecosystem’s
activities. Specifically for our country, Zeket and charity foundations, and SAMK’s (Spiritual
Administration of Muslims in Kazakhstan) waqf department serve as key players in this regard.

Moreover, socially responsible businesses also contribute significantly towards coordinating
the operation of the ecosystem by actively participating within its framework. Furthermore,
R&D institutions hold immense significance in creating an enabling environment for innovation
within the system. They act as valuable sources providing insights, perspectives, and ideas that
help fuel advancements.
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Figure 2 — Islamic Social Financial Eco-system
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This study presents a model for the Islamic social finance ecosystem which is derived
from conventional ecosystem models but has been adapted to serve social purposes and
cater specifically to the Islamic financial industry. The model provides an overview of the key
stakeholders involved in this ecosystem.

The construction of the Islamic social ecosystem involves a series of phases. Initially, it
entails recognizing the existing social problems and issues at hand. In terms of national context,
this stage aligns with the UN Sustainable Development Goals as our country is part of the
United Nations. As such, we are committed to addressing these societal challenges that were
investigated in the article - namely, poverty alleviation and minimizing government expenditure
on social welfare for vulnerable individuals.

The ecosystem preparation process consists of two main stages: first, the identification of
coordinators and responsible entities, and second, the establishment of an advanced mechanism
to account for the results achieved in previous stages. To effectively implement this ecosystem,
it is crucial to utilize appropriate technological solutions. Within the realm of the Islamic social
finance ecosystem specifically, these technological solutions may include a crowdfunding
platform that brings together Islamic social institutions, fund providers, and those in need.

Throughout the investigation, scholars have identified several obstacles that hinder the
progress of Islamic Social Finance. These challenges include:

1) Inadequate institutional oversight and control over Islamic Social Finance organizations:
The absence of proper regulation and supervision may give rise to non-professional investment
practices as well as ineffective risk management, potentially resulting in financial setbacks.

2) Insufficient capacity within Islamic Social Finance institutions to effectively handle
substantial quantities of funds: Numerous Islamic Social Finance institutions encounter
limitations in terms of resources and expertise required for managing significant volumes of
finances.

3) Inefficiency caused by the absence of collaboration among institutions in Islamic Social
Finance: The absence of effective coordination and collaboration between different entities
involved in Islamic Social Finance can result in redundant efforts and inefficient allocation of
resources.

4) Insufficient public knowledge about Islamic Social Finance: There exists alack of awareness
and understanding among individuals regarding the principles and functions of Islamic Social
Finance. This limited familiarity often leads to insufficient demand for products and services
associated with this field.

Efforts are currently being made to foster the growth of Islamic Social Finance through
various means:

1) One such initiative involves the creation of a national council dedicated to overseeing
and shaping policies and regulations in this field. This governing body assumes responsibility
for formulating guidelines that will enhance the efficacy and integrity of Islamic Social Finance.

2) Additionally, there is an active focus on establishing standards and regulations specific to
Islamic Social Finance to promote more transparent and reliable financial products and services
within this realm. The development of these frameworks aims at bolstering confidence among
those engaged in Islamic finance transactions.

3) Recognizing the importance of nurturing expertise, training programs have been put
into place aimed specifically at providing education opportunities for practitioners involved in
Islamic social finance endeavors. By enhancing their skill sets, we can ensure that fund managers
possess the necessary knowledge required to proficiently manage funds.

4) Enhancing public understanding of Islamic Social Finance: Raising awareness about
the concepts and benefits of Islamic Social Finance has the potential to foster greater demand
for these products and services, leading to enhanced social and economic progress within our
nation.

To accelerate the enrichment of the poor community, an integrated approach can be
implemented through management and distribution integration. This approach involves both
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funding management and efficient distribution methods. There is an outline of the proposed
strategy:

Management Integration:

a. Empowerment through Zakat Funds: Utilize zakat funds to provide projects and initiatives
to the recipients. This empowerment process should focus on enabling individuals to improve
their economic situation and become self-sufficient.

b. Development of Funding through Investment Instruments: Explore investment
opportunities that align with Islamic principles to generate additional funds for poverty
alleviation. This can involve ethical investment vehicles such as Islamic banking, socially
responsible investments, or microfinance initiatives.

Distribution Integration:

To ensure efficient and non-overlapping distribution, the process can be divided into four
phases known as the “4 ER” approach:

a. Economic Rescue: Provide immediate assistance to meet the basic needs of the poor
community, such as food, shelter, and healthcare. This phase aims to address the most urgent
and critical challenges faced by individuals in poverty.

b. Economic Recovery: Focus on supporting individuals in rebuilding their lives and
livelihoods. This can involve providing vocational training, education, and job placement
services to enhance their employability and income-generating capacity.

c. Economic Reinforcement: Offer ongoing support to individuals who have made progress
in their economic recovery. This phase can include mentorship programs, business development
assistance, and access to financial services to strengthen their economic stability and sustainability.

d. Economic Resilience: Promote long-term economic resilience by empowering individuals
to become active contributors to their communities.

Conclusion

The authors presented economic assessments of the efficiency of charity-driven social
enterprises. They introduced a theoretical framework for institutional support to ensure that
Islamic finance in Kazakhstan is socially impactful. In order for Islamic finance to grow and
effectively serve its intended purpose, it is imperative to address institutional obstacles through
the implementation of legislative, organizational, and economic initiatives as outlined by
the development strategy for Islamic finance. There exists a deficiency in the knowledge and
awareness among society regarding Islamic finance. The general public lacks understanding of
the operations carried out by Islamic financial institutions and their focus on societal well-being,
while only a few experts possess this expertise. To address these issues, an integrated approach
is proposed to evaluate the efficiency and outcomes of incorporating social aspects into Islamic
finance processes with regard to uplifting impoverished communities. It is essential to establish
mechanisms for frequent monitoring, evaluation, soliciting feedback, and making necessary
modifications accordingly in order to ensure ongoing progress.
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VicaamapbIK 92eyMeTTiK Kap>KbIHBIH TUiMAiairi JKoHe 9K0OKylie: MCAaMABIK Kap Kbl ic
Ky3iHge

Anparna. VicaaMABIK Kap>KBIHBIH 24eyeTi MeH Ooaallarel Maceadeci Kasipri yakbITTa MamaHAap,
MeMAeKeTTiK OpTaHjap >KoHe Kap Kbl capamniiibliaphl apachiHAa OeaceHAl ITikipTaaac TyFbI3ya. MakaaHbIH
MakcaThl MCAaMABIK 91€yMeTTiK Kap>KBIHBIH THiMAiairin Oarasay >KoHe Kap>Kbl >KYieciH XeTiagipy
OoIbIHITIa YCHIHBICTAp d3ipaey 0oabi Tabblaagnl. Makasada 9KOHOMMKAABIK JaMyFa JKapaeMAecy >KoHe
XaABIKTBI 94€yMeTTiK Maceaeaepai IIelnyre TapTy KypaaAbl peTiHJe MCAaMABIK Kap>Kbl KaruAaTTapbiH
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IIIaFBIH K9CIIOpBIHAAPFa MHTerpanusalayAblH 9KOHOMMKAABIK JKoHe 91eyMeTTiK HaTuKeaepin Oarasayra
HacTrl Hasap aygapnlaaabl. COHBIMEH KaTap, aBTOpAap IMarblH K9CIIOpPBIHAAPABl KOAJ4ayFa OarbITTaaraH
9/eyMeTTik OactaMadapAbIH MeMAEKETTIiK 91eyMeTTiK IIBIFBIHAaPABl a3aiiTyFa acepiH 3epTTeiidi. 3epTTey
Hapricbinga KasakcraH MbIcaablHAa aHAAUTUKAABIK TaCiAAl IMalijadaHa OTHIPBHII, Kap KbLAaHABIPYABIH
AJCTYPAi >KoHe MCAaMABIK KaFiJaTTapblHa Heri3AeAreH KOC Kap Kbl JKylieci Oap eadep YIIiH DKOXYIieHiH
OHTalABl AM3AHbI d3ipAeHAl. ©4eyMeTTiK Kap>KbIABIK DKOXYIieHi Kypy VicaaMabIK Kap>KbIHBI KOA4aHa
OTBHIPBII, d4€YMETTIK caJaHbl >KaKcapTyFa MYMKiHAIK Oepegi. Bya asaMaTTBIK KYKBIK IIeH ajaMu
HerizAepai FaHa eMec, COHbIMEH Oipre 1McAaM KYKBIFBIHBIH IIPUHIIUIITEPIH KAMTUTHIH epekelep apKbLAbl
JKy3ere achlpblaaabl. KapacThIpblabil OTBIpFaH MeXaHU3MAep TYPaKThl JKoHe JaMbIFaH Kap Kbl JKylieciH
Kypy¥Fa MyMKiHAIK Oepeai >KoHe 941eyMeTTiK KaMChI3AaHABIPY MeH KalibIpBIMABLABIKKA OaChIMABIK OepeTin
KOFaMHBIH KaABIIITacyblHa bIKI1aa eTeAi. COHbIMEeH KaTap, 3epTTeyAiH KOPBITHIHABICH ICAaMABIK Kap>KbIHBIH
94eyMeTTiK (PYHKIMAAapBIH HBIFANTY XaABIKTBIH Ocaa TOITapel Oap KoramJa Ke3JeceTiH oapTypai
9/eyMeTTiK MaceaeAepai IelTyre bIKIIaA eTeTiHiH JKoHe MaKCcaTThl 91eyMeTTiK KoMek OargapaaMadapbiHa
MeMAEeKeTTiK IIBIFRIHAAPABL a3aliTy >K0AAapbIHbIH Oipi 60aa aaaThIHBIH KepceTeai. 3eprreyie easin
Kap>Kbl >KylieciHe MHTerpauusAlaHFaH MCAaMABIK 9A€yMeTTIK Kap>KbIHbI MHCTUTYLMOHAAABIK, KOAAAyAbI
AAMBITYABI JKeTiAAipy OOMBIHIIA YCBIHBICTAP KAMTbLAFaH.

Tyiin ce3gep. VicaaMabIK Kap>Kbl, 91€yMeTTiK Kap>Kbl, DKOXYIie, THIMAIAiK, MHCTUTYIIMOHAAABIK
KOA4ay.

A.A. Kyanosa®, H. Illnpasn?, P./. Jocxkan!
! Kasaxcxuii HayuoHarvnvlil ynueepcumem umenu arv-Papadu, Aavamul, Kasaxcman
2 Vuueepcumem Xamad bun Xarugpa, Aoxa, Kamap

9P PeKTUBHOCTD MCAAMCKMX COIIMaabHBIX (PMHAHCOB U DKOCVCTEMA: ICAaMCKe
¢uHaHCHI B AeVICTBUN

AnaHOTanmsa. Bompoc moTeHIIMasa M IEPCHEKTUB MCAAaMCKUX (PUHAHCOB, B HACTOsIIEe BpeMs
BBI3BIBAET aKTMBHYIO AVMCKYCCHIO CpeAu CIIelMaAMCTOB, ITPaBUTEeAbCTBEHHBIX OPraHOB ¥ (PUMHAHCOBBIX
oKcrepTos. lleapio craTeu sABAsieTcsA OlleHKa D(PPEKTUBHOCTU JMCAAMCKUX COLMAAbHBIX (PUHAHCOB MU
paspaboTKa peKoMeHAaI1ii ycoBepIieHCTBoBaHMs pUHaHCOBOI cucTeMbl. OCHOBHOe BHUMaHUeE yAeAs1eTCs
OIleHKe HKOHOMMYECKMX ¥ COIIMaAbHBIX Pe3yAbTaTOB MHTerpalyuy IPUHITUIIOB MCAAMCKMX (PUHAHCOB
B MUKPONPeAIPUATUS B KadecTBe CpejCTBa COAENICTBUA DKOHOMMYECKOMY Pa3BUTUIO VM BOBAEUYEHN:
HaceJeHNs B pellleHNe COLMaAbHBIX BOIIpOcoB. KpoMme TOro, aBTOphl McCCAeAyIOT BAMSHIE COLMAAbHBIX
MHMIVMATUB, HaIlpaBA€HHBIX Ha IIOAAEPKKY MUKPOIPeANpUATUI, Ha CHVKEHME TIOCyAapCTBEHHBIX
COIMAABHBIX 3aTpar. B Xoge mccaesosaHus Obla paspaboTaH ONTUMAABHBIN AM3AH DKOCUCTEMBI A
CTpaH C AyaabHON (PMHAHCOBOM CHUCTeMON, OCHOBAaHHOM Ha TPaAUMILIMOHHBIX M MCAAMCKUX IIPUHIIAIIAX
(¢uHaHCHUpOBaHNUS, C UCIIOAB30BaHMEM aHAAUTUYIECKOTO Iogxoda Ha npumepe Kasaxcrana. CossaHne
colMaAbHONM (PUMHAHCOBOM 9DKOCUCTEMBI IIO3BOAUT YAYYIIUTL COIIMAABHYIO cdepy C HIpUMeHeHMeM
MCAaMCKMX (PMHAHCOB, YTO BO3MO>KHO OCYIIIeCTBUTH IIOCPeACTBOM I10A0KeHII1, OXBAaTBIBAIOIUX He TOABKO
rpa’kgaHCKOe ITpaBoO U YyeA0BeuecKle OCHOBBI, HO ¥ IIPUHIIUIIBI 1ICAaMCKOTO ITpaBa. /JaHHble MeXxaHU3MBbI
II03BOASIOT CO34aTh YCTOMYMBYIO M IIPOIIBETaION[yl0 (PMHAHCOBYIO CUCTeMY M B pPaBHOI CTeleHU
Cr1ocoOCTBYIOT (POPMMUPOBAHUIO OOIIeCTBa, KOTOpPOe yjeaAseT IPUOPUTETHOe BHMMaHUe COIIMaAbHOMY
obecriequeHnio 1 O.1arorsopureabHOCTH. Kpome TOTro, BBIBOABI AQHHOTO ICCA€AOBAHMS IIOKa3bIBAIOT,
YTO YKpeIlAeHue COIMaAbHBIX (YHKIIMIT McAaMCKMX (PUHAHCOB CIIOCOOCTBYeT peIleHMIO Pa3AMYHBIX
COIVAABHBIX IIPOOAEM, CYIIIeCTBYIOIIVIX B COIIMYME C ySI3BUMBIMI I'PYIIIIaMy HACEAEHNISI, Y MOXKET CAY>KUTh
pelieHnem AAs COKpallleHIs TOCyAapCTBeHHBIX pacx0A0B Ha IleAeBble IPOrpaMMBI COIMaAbHON ITOMOIIIN.
B nccaeaosanum cogepskarcsi peKOMeHAAllMM I10 COBEPIIEHCTBOBAHMIO Pa3BUTUA MHCTUTYIIMOHAABHON
IIOAAEP>KKM MICAAMCKIX COLIMaABHBIX (PMHAHCOB, MHTETPUPOBAHHEIX B (PMHAHCOBYIO CUICTEMY CTPaHBL.

Kaiouesble caosa: Vicaamckue (puHaHCH, conuaibHble (UHAHCH, DKOCUcTeMa, 9(PQPEKTUBHOCTH,
MHCTUTYIIMOHAaAbHAs MTOAAEPIKKa.
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