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International Dialogue on the Role of Islamic Social Financing
in Achieving the Sustainable Development Goals
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Despite a tremendous increase in the number of initiatives dedicated to sustainable development
since the adoption of the 2030 Agenda in 2015, a persistent USS$2.5 trillion annual financing gap
stands in the way of the Sustainable Development Goals (SDGs) — a gap that is expected to increase
to USS4 trillion in 2020 in the wake of the COVID-19 crisis. The international community has
committed to turn the tide and bolster efforts to achieve the SDGs as we enter the “Decade Of
Action And Delivery”, with the acknowledgement that progress made so far has been slow and
uneven in many areas. The increased call to action and for accountability to achieve the SDGs has
given rise to harnessing innovative and untapped financing sources.

At the same time, the UN system has also increased its engagement with Faith-Based
Organizations. The United Nations Task Force on Religion and Development, an
inter-agency initiative with broad participation across the UN system, has convened
faith-based partners of the UN across a wide spectrum of faith traditions. The UN
Secretary-General's SDG Financing Roadmap urges the UN system to catalyse new
sources of finance by encouraging “faith-based finance to invest in the SDGs and
develop innovative financing systems.”

The UN system as a whole has engaged with faith-based partners, including Islamic financing project
and stakeholders for decades. In January 2016, the High-Level Panel on Humanitarian Financing
Report to the Secretary-General specifically highlighted the very real potential that Islamic social
financing has to help address the challenges of ending extreme poverty, boosting shared prosperity
and achieving the SDGs.! Since 2016, the UN had explored ways to harness the power of Islamic
social financing to implement UN projects but more importantly to align funding flows with the
SDGs. Many UN agencies have begun exploring innovative new Islamic finance partnerships and
instruments — from UNHCR’s Zakat platform to UNICEF’s new global Zakat platform for children (with
IsDB), to the new UNRWA-OIC Wagf for Palestine. Additionally, UNDP in Indonesia has worked to
allocate funds from the national social finance body BAZNAS for UNDP-implemented projects.

Islamic social financing broadly comprises traditional Islamic instruments such as zakat (obligatory
almsgiving), sadakah (charitable giving) and waqf (endowments and trusts), as well as Islamic
microfinance (mainly based on gard hassan “benevolent loans”). Zakat is also one of the five pillars
of Islam?, and mandates that all eligible Muslims pay at least 2.5% of their accumulated “zakatable”
wealth. It is a cash and/or in-kind® contribution to the poor that encourages cooperation, fair
dealings, transparency and spending on others. Alleviating hunger, poverty and inequality, promoting
peace and protecting the environment are central to the core Islamic principles known as the

! Specifically, the report recommended “unleash the full potential of Islamic social finance” and this initiative is
a direct response to that call.

2 The five pillars are: possession of faith (shahada); prayer (salat); alms (zakat); fasting (sawm); and pilgrimage
(hajj).

® The Fatwas of majority of scholars including Ibn Taimiyah that Zakat can be paid like charity in kind or by way
of any genus of money.
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International Dialogue on the Role of Islamic Social Financing
in Achieving the Sustainable Development Goals

Magasid Al-Shariah®. The Quran identifies eight categories of eligible use for Zakat, including helping
the poor and needy, the debt-ridden, refugees and displaced people and liberating those in bondage.

In the Islamic faith, there are five foundational goals also known as Magqasid Al-Shariah. These
include: protection of faith, life, progeny, intellect and wealth. Annual Zakat contributions amount to
around USS300 billion across the Islamic world, representing an important source of SDG
finance. Zakat, waqgf and sadakah are at the heart of Islamic social finance. These instruments
collectively promote the principles of social justice, solidarity, brotherhood and mutuality whereas
social and microfinance enable the poor and their small businesses as that they cannot access
traditional financing. In
order to access financing
for small projects that
generate income and
therefore reduces their

@ @ @ reliance on charity,
INTELLECT benevolent sources of

e ™ Islamic social finance assist
9 . .
il _ ¢ & in an effective manner.

e ®

Magqasid Al Sharia And The SDGs

LIFE

Consequentl Islam’s
q Y,

@ (e promotion of social trust,
PROTECTION PROGENCY & @ cooperation and solidarity

e

OF FAITH

means that Islamic social
financing aligns strongly
with the SDGs. Islamic
i Social Financing  also
' provides a valuable and
mostly untapped resource
which could be better
harnessed to close the
SDG financing gap and provide much needed liquidity to vulnerable countries and communities,
especially in light of COVID-19. The initiative itself also provides an opportunity to contribute to SDG
alignment, and to help strengthen the bridge between Islamic Social Finance and the activities
undertaken with the United Nations and multilateral space.

& i

The initiative also serves as a natural continuation of the |nitiative on Financing for Development in
the Era of COVID-19 and Beyond (FfDI), which called upon the international community to utilise
innovative forms of public and private finance to support those most affected by the pandemic,
including countries in debt distress, people living in fragile and conflict-affected settings such as
refugees, and those suffering from increased rates of poverty and hunger.

4 lmam Al-Shatibi developed Magqasid AlSharia in his writings on Islamic Figh.

www.isfdialogue.org


https://www.un.org/en/coronavirus/financing-development
https://www.un.org/en/coronavirus/financing-development

. . \(V@ . " 1 ". ()
United Nations \i\‘\ Ay ot ‘Myl o moh

== Islamic Development Bank

4 Xabd X DR Ton oeuEs SINDIER X

O N R L Vo O+ gL Lol
(O OO (G O alinvyalinyal
® X 3 X s X 3 X &

International Dialogue on the Role of Islamic Social Financing
in Achieving the Sustainable Development Goals

Il Objectives
This dialogue between Islamic social financing institutions, scholars, the UN humanitarian and
development system and other stakeholders is aimed at increasing mutual understanding, exploring
tools to help people in need and ensuring that resources are adequately provided to alleviate
poverty, particularly in emergency cases.

1. Expected Outputs

This initiative will result in a knowledge platform and two reports:

1. Establishment of a knowledge repository, including e-learning modules, within UNITAR of the
seminars to serve as a longstanding source of information and resources on Islamic Social
financing and the SDGs;

2. A report on the potential of Islamic social financing for humanitarian and development
assistance as well as the SDGs; and

3. A draft roadmap on the way forward to promote SDG financing and encourage Islamic social
financing stakeholders to align their activities with the SDGs.

V. Expected Outcomes

Fostering engagement and discussion between the UN and Islamic social financing actors seeks to
resultin:

1. Enhanced knowledge and understanding of the potential contribution of Islamic social
financing to resolving humanitarian crises and achieving the SDGs;

2. ldentification of challenges, obstacles and opportunities to mobilising Islamic social
financing;

3. Identification of concrete areas of collaboration between the UN and institutional partners to
enhance the contribution of Islamic social financing to resolving humanitarian crises and
achieving the SDGs;

4. Integration of Islamic social financing into the Secretary-General’s Strategy and Roadmap on
Financing the 2030 Agenda and Initiative on Financing for Development in the Era of
COVID-19 and Beyond.

V. Approach

The immense potential of Islamic social financing coupled with strict requirements and the important
role it plays in the socio-economic and religious fabric of all Muslims necessitates that a discussion be
inclusive and well-thought through. It is suggested that a phased approach be taken overseen by an
Islamic Social Financing SDG Committee (“Committee”).

Phase 1 - Establishing Committee
September 2020

www.isfdialogue.org
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An informal Committee consisting of representatives of the UN and Islamic Development Bank will
be established to oversee the progress of the initiative. This Committee will facilitate the discussion
process, development of the roadmap, and implementation of the outcomes.

Committees Members

UN Deputy Secretary-General, Ms. Amina J. Mohammed (Co-Chair)

Islamic Development Bank Group President, Dr. Bandar Hajjar (Co-Chair)

UN Executive Secretary of the Economic & Social Commission for Western Asia, Dr. Rola A. A. H.
Dashti

UN Secretary-General’s Special Envoy for Financing the SDGs, Dr. Mahmoud Mohieldin

UN Secretary-General’s Special Adviser, Dr. Ahmed Al Meraikhi

Vice-President of Country Programs Islamic Development Bank Group, Dr. Mansur Muhtar

Acting Director General of the Islamic Development Bank Group Institute, Dr. Sami Al Suwailem
Director Awqaf Properties Investment Fund, Islamic Development Bank Group, Dr. Mohammed Chatti
(ISF SDGs Committee Coordinator)

Phase 2 — Discussion & Understanding through Virtual Webinars
June 2021 — December 2021

This series of virtual seminars are designed to foster a better understanding of both Islamic social
financing and existing UN platforms and initiatives. A series of informational webinars and
discussions will take place.

Importantly, the UN maintains a position of faith-based neutrality and does not take a position on
religious interpretation. That said, it is important to take account of different positions but there will
be no endorsement or positions taken by the UN.

Additionally, His Eminence Sheikh Dr. Ali al-H.E. Qaradaghi submitted a fatwa entitled “Controls for
disbursement of Zakat from the United Nations”. This fatwa focuses on the existence of cooperation
mechanisms dealing with UN organisations in the delivery of zakat funds to those in need around the
world. This fatwa represents a cornerstone to start the conversation. The topics will be identified and
agreed upon by the Committee and necessarily involve the input of additional stakeholders.

These seminars will be facilitated by UNITAR which will house the seminars to serve as a repository of
information and resources on Islamic Social financing and the SDGs. They will remain available online
following the webinars as a longstanding knowledge platform. Additionally, UNITAR will develop
e-learning materials from the seminars that will provide a knowledge base about Islamic social
financing for the SDGs.

Phase 3 — Preparation of Report and Develop of Roadmap through Virtual Workshops
December 2021 -April 2022

Following extensive discussion, there will be one knowledge database established and two
documents prepared -
1. Establishment of a knowledge repository, including e-learning modules, within UNITAR of
the seminars to serve as a longstanding source of information and resources on Islamic social
financing and the SDGs;
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International Dialogue on the Role of Islamic Social Financing
in Achieving the Sustainable Development Goals
2. Areport on leveraging Islamic social financing to achieve the SDGs,

w

A draft roadmap, with concrete recommendations, on the way forward to enrich existing
mechanisms, identify gaps, and propose methods of using Islamic social financing to achieve
the SDGs. Notably, the roadmap will feed into the clusters tasked with implementing the
Initiative on Financing for Development in the Era of COVID-19 and Beyond. This draft will be
shared during consultative workshops with select stakeholders identified during Phase 2, and
input received will be finalised into a roadmap and way forward.

Phase 4 — Second High Level Seminar and Dissemination of Report and Presenting Roadmap for
Islamic Social Financing and the SDGs

May 2022

This initiative will close with a high-level event where the Committee will present the establishment
of the knowledge repository, summary of the report and outline ways to utilise Islamic social
financing in the delivery of humanitarian and development assistance. The Committee will also
present the roadmap and be tasked with seeking commitment to the roadmap’s implementation
including alignment with the SDGs.

www.isfdialogue.org
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