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Abstract

Microfinance institutions represent an effective tool that has proven successful
globally in combating poverty. However, their implementation in Afghanistan,
due to contradictions with Islamic principles, has not contributed to solving
the problem of poverty but has instead exacerbated it. Accordingly, this study
aims to present a model for a microfinance institution based on the Qard al-
Hasan (interest-free loan) principles as a strategy to alleviate poverty and
achieve sustainable development in Afghanistan. The proposed model
integrates Qard al-Hasan mechanisms with waqf (endowment), zakat, and
takaful (solidarity), drawing insights from successful experiences in Islamic
microfinance, particularly the Malaysian experience. The model relies on
diverse funding sources, including cash waqf, hujaj (pilgrim) deposits,
donations, zakat funds, proceeds from sacrificial animal skins, customer
deposits, permissible service revenues, profitable investments, and
governmental support, enhancing the institution's financial sustainability. The
study aims to clarify the concept and significance of Qard al-Hasan in light of
Islamic texts, emphasizing the necessity of establishing an official institution
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to implement Qard al-Hasan as a tool to combat poverty in Afghanistan.
Additionally, it provides a practical model for a Qard al-Hasan institution
integrated with wagf, zakat, and takaful to help reduce poverty in Afghan
society. aimed at poverty alleviation in Afghan society. The research employs
an inductive approach to examine successful experiences, the field method for
collecting primary data, the descriptive method to explain concepts, and the
analytical method for data analysis to determine a suitable model for
implementation in Afghanistan. Key findings suggest that a Qard al-Hasan
institution, if implemented within an appropriate legislative and administrative
framework, could play an effective role in reducing poverty and
unemployment, and in creating sustainable job opportunities through interest-
free microloans for the neediest segments of society. The study recommends
adopting policies to support this model’s implementation and conducting
further research on developing Islamic finance and its institutions in
Afghanistan.

Keywords: Qard al-Hasan, Islamic microfinance, poverty, Afghanistan.
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% See, Save the Children, "Two-Thirds of Afghan Children Need Help to Survive in

(2022)", <https://www.savethechildren.net/news/two>, (Accessed on 23 January 2022).
3 See, UNDP, "97 percent of Afghans could plunge into poverty by mid-2022",
<https://www.undp.org/press-releases>, (Accessed on 18 January 2022).

4 See Hassan, Seyd Salman, “Islamic-Based Microfinance and Poverty Alleviation: Case
Study of Home-Based Women Workers in Pakistan”, (Thesis, University Sains
Malaysia, 2014).
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! See Sultani, Azizuddin & Chandrashekhar R., “Challenges of Microfinance Institutions

in Afghanistan”, UNNATI The Business Journal, (India: Pacific University), Vol. 10,
No. 2, July-December 2022, p 3, 10.
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! Widiyanto, et al., “Effectiveness of Qard al-Hasan Financing as a Poverty Alleviation

Model”, Economic Journal of Emerging Market, (Universitas Islam Indonesia), Vol. 3,
No. 1, April 2011, pp 27-42.
2 Ataul Hug Pramanik, et al., Integration of Wagf and Islamic Microfinance for Poverty
Reduction. Case Studies of Malaysia, Indonesia, and Bangladesh, (Ankara: Publication
Department, SESRIC, 2015).

¥y )3 sdets Cuigan ) pb 4B S Cudgist 14 B b SW) cdl Olus| (gysiéy o6 ols O
ot sm 25 (3 maall WY1 e ae ) e pg 3 308 o A e aazall SLAI] Olasladl S

4o o 421398 @l iy Eod sam 1)
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Academic Studies, Vol 4, No. 4, 2022, pp 91-96.
> Hammas, Sabawoon, Microfinance from the Perspective of Islamic Economics, and its
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2 Chapra, M. Umer & Khan, Tariqullah, “Regulation and Supervision of Islamic Banks”,
Occasional Paper No. 3, Islamic Development Bank, Islamic Research and Training
Institute, Jeddah, 2000, p n.

3 Najeeb, Syed Faiq & Lahsana, Ahcene, “Qard Hasan: its Sharriah Rules and
Applications in Islamic Finance”, Journal of Islamic Business and Management, Vol. 3,
No. 1, 2013, p 2.
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5 See Faroog, M. Omar, “Qard Hasan, Wadi'ah/Amanah and Bank Deposits:
Applications and Misapplications of Some Concepts in Islamic Banking”, Arab Law

Quarterly, Vol. 25, No. 2, 2011, p 120.
® See Najeeb & Lahsana, “Qard Hasan: Its Sharriah Rules and Applications ...”, p 9.
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Limited, 2008), p15-17.
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! See Hassan, S. Salman, “Islamic-Based Microfinance and Poverty Alleviation: Case
Study of Home-Based Women Workers in Pakistan”, (Thesis, University Sains
Malaysia, 2014).

2 See Rob, Dixon, John Ritchie, Juliana Siwale, 2007. “Loan Officers and Loan
‘Delinquency’ in Microfinance: A Zambian Case” Accounting Forum, Vol. 31, No. 1
(2007): 47-71. doi: 10.1016/j.accfor.2006.11.005.

3 See Saad, Norma Md & Ouasa, Jarita, “An Economic Impact Assessment of a
Microcredit Program in Malaysia: The Case of Amanah Ikhtiar Malaysia (AIM)”,
International Journal of Business and Society, (Sarawak: Universiti Malaysia Sarawak),
Vol. 12 No. 1, 2011, p 2.

4 See Obaidullah, Muhammed, “Role of Microfinance in Poverty Alleviation: Lessons
from Experiences in Selected IDB Member Countries, (Jeddah: Islamic Research &
Training Institute, 2008), p64.
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! See Pramanik, et al., Integration of Wagf and Islamic Microfinance ..., 4.
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3 See Akhter, Waheed, et al., “Islamic Micro-Finance and Poverty Alleviation: A Case

of Pakistan”, Proceedings 2nd CBRC, Lahore, Pakistan November 14, 2009, p 1-8.
4 See Pramanik, et al., Integration of Waqf and Islamic Microfinance ..., 10.
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4 See Widiyanto, et al., “Effectiveness of Qard-Al-Hassan Financing ..., p 27-42.
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2 See Pramanik, et al., Integration of Waqf and Islamic Microfinance ..., 24.
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(AIM)”,
<https://www.kuskop.gov.my/index.php?id=11&page_id=22&articleid=4842>,
(accessed 15 July 2024).

230 226 5 tlend) g M (i g 2
3 See Adawiah, Engku Rabiah, “Successful Models of Social Finance Initiatives: Lessons
from Amanah Ikhtiar Malaysia (AIM)”, 14th International Shariah Scholars Forum,

Kuala Lumpur: 31 Oct 2019 - 01 Nov 2019, p 2.
4 See Rabiah Adawiah, “Successful Models of Social Finance ...”, p5.
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! See Pramanik, et al., Integration of Waqf and Islamic Microfinance ..., 21.
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3 See Valentina, Hartarska, et al., “Economics of Scope of Lending and Moblizing
Deposits in Microfinance Institutions: A Semiparametric Analysis”, American Journal
of Agricultural Economics, Vol. 93, No. 3, 2011, pp 389-398.
4 See Sultani & Chandrashekhar, “Challenges of Microfinance Institutions in
Afghanistan”, p 10.
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