’ “ Astana
A I F . . ::r?terna]tilonal o
KOLKOVO e e’ Building a better

working world

Moscow School of Management

SKOLKOVO Institute for Emerging Market Studies (IEMS)
2018







SKOLKOVO

Moscow School of Management

Contents

1. Introduction

7
2. Executive summary 10
3. The global Islamic economy’s growth factors and its current trends 14
3.1 The Islamic economy’s ecosystem and its parameters 14
3.2 Modern Muslims, their lifestyle and values 18
3.3 Industry knowledge platform 23
4. A snapshot of the Islamic economy’s development in Eurasia 26
in the context of the 3 Fs:
4.1 Food and Beverages 26
4.2 Fashion 38
4.3 Finance 43
5. Drivers of Islamic economy in Eurasia: 58
Islamic economic ecosystem category: Institutions 58
5.1 Belt and Road Initiative 58
5.2 Evolving certification of Halal 61
Islamic economic ecosystem category: Human capital 70
5.3 Muslims in Eurasia 70
5.4 Institutional Islam in Eurasia 75
5.5 Education 79
Islamic economic ecosystem category: Awareness 83
5.6 Growing awareness 83
5.7 Spread of internet and IT technologies 87
6. Recommendations 92
Institutions 92
Human capital 95
Awareness 96
7. Conclusion 100
8. A short dictionary of Islamic economic terms 104
9. Appendices: Tables and Graphs 107
9.1 GIEI rankings for Eurasian countries in 2017 107
9.2 Export of food from Eurasian region to OIC 108
9.3 Cumulative amount of food and beverages export of Eurasian countries to OIC 108
and to the world, 2001-2016
9.4 Halal Food Sector Score, part of GIEI 2017 109
9.5 Halal Food sector score breakdown by country and by metric categories, 2017 109
9.6 Export of clothing from Eurasian region to OIC 110
9.7 Cumulative amount of clothing export of Eurasian countries to OIC and to the world, 2001-2016 110
9.8 Modest Fashion Sector Score, part of GIEl 2017 111
9.9 Modest Fashion sector score breakdown by country and by metric categories, 2017 111
9.10 Islamic Finance Sector Score, part of GIEl 2017 112
9.11 Islamic Finance sector score breakdown by country and by metric categories, 2017 113
9.12 Number of Muslim population in Eurasia 114
9.13 Urban population of Eurasian states (% of total) 114
9.14 Urban population growth in Eurasian states (annual %) 115
9.15 Number of young population of age 0-39 (millennials) in Eurasia 115
9.16 Individuals using the Internet in Eurasian states (% of population) 116
9.17 Mobile phone users in Eurasian states (per 100 people) 116
10. Bibliography 117




SKOLKOVO

Moscow School of Management

2 THE ISLAMIC ECONOMY - THE FASTEST GROWING LARGE ECONOMY. EURASIAN FOCUS



SKOLKOVO

Moscow School of Management

Dear Friends,

I am delighted to acquaint you with our
new piece of work - the “Islamic Economy - the
fastest growing large economy. Eurasian focus”
prepared by the Eurasia Lab of the SKOLKOVO
Institute for Emerging Market Studies of the
Moscow School of Management SKOLKOVO.

Moscow School of Management SKOLKO-
VO has always been on the wave of the acute
international and regional trends to contribute
its accumulated expertise and enable business
to form solid social benefits. I am fully confi-
dent that this time we also have chosen a cap-
tivating and exhilarating theme for our study -
the phenomenon of the Islamic Economy.

The whole world has accepted and accus-
tomed to the existence and importance of the
Islamic economy and the Halal industry. The
Muslim consumers all over the globe voice
their faith based needs to multinationals and
drive the growing demand to support their
modern yet religious lifestyle. International fi-
nancial capitals have absorbed the Sharia-com-
pliant financial deals and mastered such kind
of partnership banking practices.

The Eurasian region has been historical-
ly original society with a very diverse ethni-
cal, linguistic, religious, and cultural compo-
sition. Today being home for millions of Mus-
lims, Eurasia is destined to become one of
the meaningful centers of Islamic economy.
The Islamic economy has already penetrated
our society. We have numerous Halal prod-
ucts exporters and Halal certification is gain-
ing momentum. Partnership banks and other

financial institutions render their services to
our population. Educational and non-for-profit
institutions prepare required specialists, hold
thematic events, and sustain Muslim values to
unite Islamic ummabh. Islamic economy chang-
es the structure of our economic activity and
nature of our formal and informal institutions.

Yet Islamic economy is a complex phenom-
enon and we have to study it from all perspec-
tives and assess its benefits and risks. Our re-
port is an attempt to make a step forward to
contribute to research of Islamic economy and
to inform minds to turn their attention to this
important theme. We aim at shedding light to
current situation of Islamic economy develop-
ment and its prospects in Russia, Central Asia
and South Caucasus to guide interested individ-
uals and business entities to become part of it.

Taking this opportunity, I would like to ex-
press our gratitude to our founders and long-
lasting partners for their continuous support
of our humble efforts to produce in-demand
and timely studies. Special thanks to EY for
their positive assessments, valuable feedback
and insights. We are also very proud of having
been working closely together with Astana In-
ternational Financial Centre — one of the most
significant initiatives in making our region
better integrated into the global financial mar-
kets, including Islamic Finance perspective.

I sincerely hope that our report will have a
wide resonance, outreach the business and ex-
pert community, and provide an impetus to re-
vitalization of the interest in the Islamic Econ-
omy.

Andrei Sharonov

President
Moscow School of Management SKOLKOVO
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Dear Readers,

I am pleased to present to you the study
on “Islamic Economy - the fastest growing larg-
est economy. Eurasian focus” conducted by the
SKOLKOVO Institute for Emerging Market
Studies (IEMS).

Being a relatively young market seg-
ment, the Islamic economy already occupies
its own extraordinary niche in the global
economic system. The world has noticed how
resilient this segment performed during past
financial downturns and witnessed its rap-
id growth in comparison to traditional eco-
nomic markets throughout last two decades.
Today, there should be little doubt that the
Islamic economy will stay very attractive
segment for years to come given the grow-
ing world Muslim population with evolving
lifestyle preferences choosing more healthy,
ethical and sustainable goods.

The Eurasian countries have a great op-
portunity to expand into the Islamic econ-
omy niche and to gain market share in the
world of Halal food and goods, services, and
institutions. The established connections of
the regional countries with the Islamic world
through the Organization of Islamic confer-
ence and its financial institution - the Is-
lamic Development Bank, bring opportunity
for Eurasian businesses. The evolving world
of Islamic finance is expanding its market
reach, and could see the Eurasian economies
as an alternative source of capital.

It is not surprising that we at EY have
also paid a proper attention to review one of

the Islamic economy’s mostly international-
ized pillar - Islamic Finance. In 2016, we is-
sued a study dedicated to the World Islamic
Banking Competitiveness where we have an-
alyzed nine core markets and distilled avail-
able information highlighting important
trends and opportunities.

A stable and attractive niche of the Is-
lamic economy can serve as an option for a
predictable and gradual development for the
Eurasian business community. The SKOLKO-
VO IEMS report in this regard is a suitable
starting point to learn more on the Islamic
economy and its opportunities for businesses
in Russia, Central Asia, and South Caucasus.

At EY we are proud of having been a long-
standing strategic partner of the Moscow
School of Management SKOLKOVO, whose
research and insights has consistently deliv-
ered impactful insights about Russia and the
surrounding region as a whole.

Jay Nibbe

Global Vice Chair - Markets
EY
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Dear Readers,

It is a pleasure for me to introduce the
study by the Eurasia Lab of the SKOLKOVO In-
stitute for Emerging Market Studies: “The Is-
lamic Economy - the fastest growing large econo-
my. Eurasian focus”.

It is hard to overestimate the scale and the
importance of the Islamic economy in the mod-
ern society, given increasing Muslim popula-
tion in the world, changing character of con-
sumer preferences in favor for more healthy, se-
cure, and eco-friendly products, evolving busi-
ness practices sustaining ethical principles
and partnerships. I totally support the idea and
measures related to growing awareness about
the Islamic economy, its drivers, opportunities
and benefits.

In this regard, SKOLKOVO's report will
acquaint you with the global trends related to
adoption of the Islamic principles in various
economic systems, reveal the drivers of this
process, and will give you a valuable insights
on current development in this sphere, espe-
cially in Russia and Eurasia. The report repre-
sents the results of studies of such sectors of
the Islamic economy as Halal Food and Bever-
ages, Modest Fashion, and Islamic Finance in
Russia and Eurasian region and recommenda-
tions for capturing opportunities based on the
implementation of Islamic principles into local
economies, given the business cases of compa-
nies who have already benefited from that.

In my opinion, this report is very timely
and will be useful for the target business com-
munity, as understanding the trends of the

Islamic economy development in the region
will allow businesses to fine-tune their strat-
egies, grow effectively and optimally in order
to achieve prosperity. The report is well struc-
tured, easy to understand, and contains plenty
of information about the current state of affairs
and prospects of Eurasian countries in the path
of Islamic Economy development.

For instance, you will discover that accord-
ing to Thomson Reuters and DinarStandard,
Kazakhstan is a leader in the Islamic financial
sector and ranks second in the Eurasian region
in terms of the level of development of the Is-
lamic economy. Thanks to the close coopera-
tion of Kazakhstan with the world community,
in particular with the countries of the Middle
East, it became possible to invest Islamic sus-
tainable finances in the Kazakhstan economy
and create a reliable legal basis.

The enabling legislative environment and
economic prerequisites allowed the establish-
ment of the Astana International Financial
Centre (AIFC) in Kazakhstan. AIFC is a modern
financial hub for the countries of Central Asia,
Eurasian Economic Union, Caucasus, Western
China and Mongolia. Creation of favorable con-
ditions for the functioning and development
of Islamic finance entities is one of the main
directions for the development of the AIFC,
which is largely supported by the Government
of Kazakhstan.

I sincerely hope that you will enjoy reading
this report and with the help of it, you will sub-
stantially widen your perspectives on Islamic
Economy in Eurasia.

Kairat Kelimbetov

Governor
Astana International Financial Centre
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1. Introduction

The magnitude of the global “Islamic economy” phenomenon is astonishing when its size is
considered: more than $ 2.2 trillion and with a projected growth rate of over 7% annually until
2022—that is twice as fast as the projected world GDP growth rate for this period. If it were a
country, the Islamic economy as a whole would be the 8 largest in the world, outperforming
Canada, Brazil and Italy.

Though the Islamic economy has become a hot topic, there is still a lack of credible information
about it for regional stakeholders. The present study is an attempt by the SKOLKOVO Institute for
Emerging Markets Studies (IEMS) to remedy the situation. We at IEMS always strive to keep a
finger on the pulse of the most promising phenomena in the region and provide quality analysis
for our audience.

More than one third of the Eurasian population is Muslim. They are customers for Halal good and/
or services, and entrepreneurs who have the potential to enter the Halal market. This competitive
advantage should not be ignored. Moreover, the economies in Eurasia are more Islamic than we
think. We already have functioning partnership banks or “Islamic windows” that provide Sharia-
compliant loans, deposits, and investment opportunities. We organize various Halal exhibitions
where domestic Halal-certified producers showcase goods to be exported to Muslim consumers
worldwide. We introduce new educational courses on Islamic Law and Islamic Finance, prepare
qualified Halal-certifiers, and record success stories of Muslim tech start-ups. Therefore, the
Islamic economy has established itself in Eurasia, while the ecosystem to support it (institutions,
human capital, and awareness) is still evolving. In some countries it has reached a more advanced
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level, while in others it is less developed. The extent to which the Islamic economic ecosystem is
developed in Eurasia is debatable, but the importance and the need for it is unarguable.

The relevance of the Islamic economy for Eurasia is greater today than ever because of the need

to attract additional financial resources for capital-intensive infrastructure projects in the region
and to grasp the enormous potential of the Islamic market for local businesses. Putting this theme
under the spotlight and on the political agenda might help regional governments see opportunities
to restore the health of their economic systems as the Islamic economy has proved resilient in
previous global economic crises. Empowering regional entrepreneurs to enter the Islamic market
could give a strong impetus to SME development and improve the overall business environment in
Eurasian states.

The purpose of this report is to point out to the business community the vast opportunities in the
Islamic world, to highlight major bottlenecks to entering the Halal market and Islamic finance,
and, ultimately, to offer viable solutions for the development of Halal markets and Islamic finance
platforms in Eurasia.

The geographic boundaries of our report include the nine countries of Eurasia: Russia and
countries from Central Asia and Caucasus (hereinafter “the CAC”) with large Muslim population:
Azerbaijan, Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, Uzbekistan. Despite the fact that
Armenia and Georgia are also part of Eurasia, they are addressed to lesser extent in this study,
because their population is predominantly Christian and as such, they are less involved in the
Islamic economy:.

As for the scope of the report, we will consider in detail the three main pillars of the Islamic
economy: Halal Food and Beverages, Modest Fashion and the Islamic finance sector. The other
Islamic economic segments, such as Halal travel, Halal pharmaceuticals and cosmetics, Halal
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media and recreation, and their effect on adjacent sectors, will not be addressed. The reason is
that, as a rule, the Halal Food and Beverages and the Islamic finance sector serve as links to
conventional economic systems with Sharia-compliant customers. They drive the upgrading of
legislation and regulations in non-Muslim countries which are eager to “join the club”. In turn,
Modest Fashion has enormous potential in our region and should be mentioned. We will also give
an overview of the digital Islamic Economy which has features of both a separate sector and “an
umbrella” cross-sectoral dimension connecting market participants.

It is necessary to distinguish between Islamic countries and the Islamic economy. The Islamic
economy is closely related to the Islamic population and, along with traditional Islamic states, is
penetrating non-Muslim countries as well. Moreover, the non-Muslim population of the world is
also becoming a customer for Islamic products (mostly, financial products) as the notion of Islamic
business principles is tightly connected to ethical business practices, which can be acceptable to
people of different beliefs and cultures.

As mentioned, the Islamic economy encompasses the food and beverages, clothing and apparel,
media and entertainment, travel, pharmaceuticals and cosmetics, finance, and digital sectors.
However, when we look at the degree of the Islamic economy’s development in Eurasia, we will need
a more general term: the Islamic economic “ecosystem”. It encompasses not only the size and growth
rate of the above-mentioned sectors, but is also a broader notion that brings in more general aspects
of the Islamic economic environment in a given country or region. To illustrate the point, the Islamic
economic ecosystem includes regulations dedicated to fostering the Halal market, certification, and
Islamic banking, funds, various Islamic institutions, thematic events and related education.

This report is structured in a way that, we hope, will lead the reader comfortably from the global
to the local, thus providing a holistic and systematic view of the topic. The report begins with a
study of the scope of the Islamic world and the Islamic economy, and presents a current picture of
the development of the Islamic economy in Eurasia through the prism of three “Fs™: Food, Fashion,
and Finance. Halal Food sector includes all “permitted” by Sharia food and beverages. Modest
Fashion concentrates on providing a range of faith-compliant clothing mostly for Muslim women
(casual, sportswear, swimsuits, religious and special occasion dresses and accessories, etc.). [slamic
Finance covers partnership banking, insurance, investments, and other related areas.

Furthermore, the report highlights the main local factors and problems of Islamic economic
development categorized by elements of the Islamic economic ecosystem (institutions, human
capital, awareness), and gives examples of successful experiences of local businesses dealing with
Halal products, and provides valuable insights about government measures in the financial sector.
It concludes with the formulation of a short list of high-level umbrella policy recommendations for
government authorities, regarding the policies and measures which we believe will help develop
and improve the Islamic economic ecosystem in Russia and the CAC by expanding local Islamic
market economy and attracting new participants to it.

Previous works and studies gave wide-ranging and full descriptions of Islamic economic principles
as applied to the financial system and banking products. Although we have used and relied on
previous reports, we stress that they contain little information and analysis about the Eurasian
region. Our research is more custom-tailored to our region, and is devoted to shedding light on,
and providing a clear view of, the opportunities posed by the Islamic economy and Islamic finance
in Eurasia.
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Demographic projections suggest that the number of Muslim consumers will reach one third of
the world’s total population by 2050. The modern generation of young Muslims is technologically
perceptive and highly selective when it comes to goods and services in order to ensure that what
they use in their everyday life strictly conforms to the requirements of their faith. The concept of
Halal, which literally means “lawful”, or “permitted” in Islam, covers every aspect of a Muslim’s
life: food, clothing, personal care and health, tourism and entertainment, and finance. A Halal
lifestyle largely corresponds to contemporary behaviour patterns which prefer organic and safe
food, which adhere to socially and ecologically responsible and sustainable production. Thus, the
global consumer community is moving unconsciously and inevitably towards becoming more
“Muslim” in its quest for universally-shared values.

The Islamic economy and its ecosystem is becoming an important theme for new players as it
has double-digit growth and volumes measured in trillions US dollars. New markets, clients, and
increased revenues accrued to corporations shortly after they were certified as Halal producers.
On the other hand, the robust growth of Islamic states with Sharia-compliant financial structures
against the backdrop of global recessions and crises in traditional economic systems has fuelled
curiosity towards, and the increased popularity of, “Participatory Banking”. The main takeaway
of this report should be that the sooner Eurasian stakeholders realize the potential of the Islamic
economy, the more attractive niches they could find within it and the more meaningful benefits
they will be able to gain.
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We found that Azerbaijan, Kazakhstan and Kyrgyzstan lead Eurasia in terms of overall Islamic
economic ecosystem development. Russia is in the top 5 exporters to the Organization of Islamic
Conference (OIC) countries (80% of Muslims in the world), and is the leading food exporter to

the OIC among the nine Eurasian countries, but it has been outperformed by Azerbaijan in the
Halal Food segment due Azerbaijan’s steady work on Halal standards and certification. Tajikistan,
Kyrgyzstan, Russia, and Kazakhstan are already exporting from 2/5 to 2/3 of their entire food
and beverages production to OIC countries. Meanwhile, Armenia, Georgia and Uzbekistan could
substantially increase their food export volumes to OIC countries, given OIC’s heavy reliance on
imports of food.

Russia is a leader of the Modest Fashion sector of the Eurasian Islamic economy both in terms
of export volume to the OIC* and in terms of high attention to raising awareness of the theme of
Halal fashion through mass media and events. Kazakhstan and Tajikistan gained higher scores
in the social aspect due to affordable pricing of their clothing, and ranked 2" and 3™ in Modest
Fashion industry, despite the fact that Kyrgyzstan’s and Georgia’s clothing export volumes were
higher. Kazakhstan is advised to increase the export of clothing to the OIC as its share of exports
to the OIC versus its exports of clothing to the rest of the world is only 2%. In general, it is
important to keep in mind the high level of competition in apparel manufacturing, including the
segment of Modest Fashion. A near halving of clothing export volumes from Eurasia to the OIC
has been registered since 2014, mainly due to increased competition from apparel manufacturers
in China, India and Turkey, and to western brands launching Modest Fashion lines. To compete
efficiently in the Modest Fashion segment, it is vitally important to offer unique value-propositions
such as the shift from affordable clothing to sustainable dress, to be client-oriented (apparel for
Muslim teens, sportswear, etc.), and to use marketing tools available through the Internet and

apps.
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In the Islamic Finance sector, Kazakhstan has most Islamic financial assets (69% of total) among
the nine Eurasian countries, and it holds the leading position in terms of the quality of its overall
ecosystem. Kazakhstan'’s Islamic Finance development model resembles the Malaysian and the UK
models but with its own peculiarities. Consistent regulatory and legislative measures supported
by the creation of financial infrastructure in the form of the Astana International Financial Center
create favourable conditions for Islamic banking and related activities. Azerbaijan and Kyrgyzstan
are also among the top performers in the Islamic Finance segment due to their governments’
actions in adjusting the countries’ regulation towards more a Islamic-friendly format. These
measures resulted in the growth of financial assets accumulated in Islamic institutions located

in these states and the opening of Islamic banks or “Islamic windows” in conventional banks
there. Russia has a record of establishing Islamic banks and other financial institutions in the
past; however, this process is hindered by the absence of federal-level legislation. It must be noted
that technical, financial and expert support from international Islamic organizations such as the
Islamic Development Bank (IDB), along with the enthusiasm of domestic policymakers, played a
decisive role in the establishment of Islamic Finance sector in Eurasian states.

Eurasia has favourable conditions for the further development of the Islamic economy. The total
number of Muslims in the Eurasian region has reached 86 million, which is comparable with

the population of a country such as Germany or Iran. The number of Muslim millennials in the
region is over 50 million or 58% of the total Muslim population. Almost all of them are familiar
with the Internet. For instance, according to the World Bank, in Russia, Azerbaijan, Kazakhstan,
Uzbekistan, Armenia and Georgia every second person in the country is an Internet user, which is
the above world average2.

The majority of countries in the region have either their own Halal standards and certification
bodies or established partnerships with international leaders in this sphere. Certification of Halal
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is voluntary in Eurasia, but it is an obligatory requirement from the buyer-countries’ side, which
means that exporters do most of it.

Awareness of the Islamic economy in Eurasia is increasing gradually, mainly through organized
events dedicated to Halal industry, and to Islamic Finance forums. Educational programs and
not-for-profit advocacy institutions contribute to the promotion of the Islamic economy and law,
fostering interest among scholars and potential consumers, and trying to meet the high demand
for Islamic economic specialists. Digital technologies serve as the main channel of information to
connect customers with Halal producers, which is why the notion of “Islamic digital economy” has
recently appeared. Digitalization of the Islamic marketplace in Eurasia is shaping the future of the
Islamic economy and setting directions for its further development.

Based on an analysis of information we have gathered, and other observations, we conclude that
the world has welcomed opportunities in the Islamic economy, and the Eurasian region must

do the same. Despite their enormous potential, the states of Eurasia do not utilize it fully. The
impeding factors are complex. They include lack of political will, a low level of awareness, and
the absence of qualified specialists. On the other hand, solutions and growth potential also exist,
and there is assistance available from international Islamic organizations (IDB and its affiliated
institutions, various Islamic funds, and private partnerships) and separate states with advanced
Islamic economic ecosystems (Saudi Arabia, Malaysia, UAE, etc.) to help improve legislative and
physical infrastructure to make it more Islamic- and Halal-friendly. Assistance is also available for
educating and training more specialists in this sphere; for supporting Halal producers/exporters
and improving domestic Halal certification procedures; and for holding more events to raise
awareness about the Islamic economy and its benefits.
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3.1 The Islamic economic ecosystem
and its parameters

The Islamic economic ecosystem represents
a wide range of conditions enabling sustain-
able and accelerated development of the Is-
lamic economy in a given country. It includes
special provisions for legislation, the regu-
latory framework, the business environment,
relevant information services, suppliers, in-
frastructure, specialists, education, plat-
forms for discussion, the awareness of cli-
ents, and political support from government.
We will look at the Islamic economic eco-
system in Eurasia through its main catego-
ries: institutions (regulations, political will),
awareness (mass media, events), and human
capital (education, training). The extent of
the ecosystem’s maturity affects the ultimate
performance of a country and makes it possi-
ble to assess and compare the success of dif-
ferent countries.

The Global Islamic Economy Indicator
(GIEI) is a composite weighted index com-
posed by Thomson Reuters and DinarStan-
dard which evaluates and ranks 73 countries
based on the overall quality of their Islamic
economic ecosystem. A total of 49 different
categories are used to compile the indicator,
including supply/demand drivers relative to
country size, governance and awareness, and

to social considerations. Countries which de-
velop their overall Islamic economic ecosys-
tem in all categories get the highest scores.
Thus, in 2017, very strong awareness and gov-
ernance scores made Malaysia the leading
country in the Islamic Finance sector, despite
the fact that Iran and Saudi Arabia had the
biggest volume of financial assets among all
73 countries.

In 2017, Malaysia led the GIEI ranking as
it had done for the previous five years due to
its developed Islamic Finance and Halal Food
ecosystems. Malaysia was followed by the
UAE, with its strong Islamic Finance indica-
tors, and Saudi Arabia, which is one of the
leaders in the Islamic Finance and Halal Food
segments.

What then is an Islamic economy? What
segments or sectors, or what countries and re-
gions, does it include? What are its size and
its prospects? What are the drivers that keep
it expanding? All of these questions will be
addressed further in this chapter.

The first time the term “Islamic Economy”
appeared in a book was in Islami Ma'ashiyat
(“Islamic economy”) which was written by an
Islamic scholar, Sayyid Manazir Ahsan Gi-
lani, and published in 1947 in Urdu. Gilani de-
scribed it as an ideal economic system that cor-
responds to Islam. After Gilani, many experts
tried to produce a valid and concise definition



SKOLKOVO

.._..W l_. 5 m" b 4 2
o
WA A TV 4 5 U :

\vk..m..

). 3 7d B

" i b |

N \ sy AV LS
> y g — A= L, =i -
\ ﬁd.h-,_ { *’( & \’f ¥ F‘\Fﬁhﬁ"‘h
‘._.ﬁ ¢ \ PrN N h._...__r .r_ﬂl._.ﬁL_ N |

&\
N

L7
-

4
9
AL

: 'r“

v
%
5

=
“’ 2
ﬁjh
o ;
WV o
' Ny
, ‘f:u'r:ﬁ,
v
i
==

A\
Tt L
)

» '-"r'.:..""‘ J
LN

rl‘\ o
2

{
¥

A
Al
>

JAF‘I,‘ A
AyS
K

2
.
\wh“'
)
Pt
g
W
b_.‘
w
N
<

[
! \ : 4 =
N g —"L.u AV arl” “» ﬁ
= A - = _ — h‘_

3. THE GLOBAL ISLAMIC ECONOMY’S GROWTH FACTORS AND CURRENT TRENDS THE GEO-ECONOMIC LANDSCAPE 15



SKOLKOVO

aaaaaaaaaaaaaaaaaaaaaaaa

GRS K GO
% 09 AN Ase RS @ieN v
Ny AN A IR A N
A SRR AR LU R

Fa N o 3 | b
N G S BT T -4

7.

Nt Rz & npa
L SO0 (RO (¥ 250 SHERY (@)
l@a‘gﬁé‘%& ERSEN G

1 f
) s '

s \ N AN QU7 AN
(P8 7> \ B ([
Do A AN

qu‘.-- | ol 0. <> -"‘II
L ‘h: QA [ ' ﬁ- s ;‘;‘ 9 Ih:_ LA _‘:" e
1’!&;‘5") ‘E?-DL(\“J.N’ o 0 A

g
'E?‘ XA ?‘ @‘% % '\r’b(“
G

2,
)
N

: RSy

Y, QIO Tt &0

Ly 44
""’I}Ff_.i-fﬁ if-_j}slg \ :
\e.ﬁ A ‘\h‘ )
Y
O

Aol
3
%" ‘)'“"
o

e

oy

u\; (
' \
310)

“‘1 Fa

SZOVN i)
O SHEXY O (2D X3 O\
2 QUK SRS

A
X

>

%
&

w

(B4 ANEN"" 2N

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE



SKOLKOVO

Moscow School of Management

of this broad concept. For instance, Hasanuz
Zaman in his book “Economic Functions of
an Islamic State” (published in 1984) provides
the following definition: “Islamic economics
is the knowledge and applications of the rules
of the Sharia that prevent injustice in the use
and disposal of material resources in order to
provide satisfaction to human being and en-
able them to perform their obligations to God
and the society”. A common and distinct defi-
nition of the term “Islamic Economy” had not
previously been formulated.

Today, the Islamic world has moved be-
yond the Arab countries of Middle East and
Northern Africa. It encompasses regions
called home by overwhelmingly Muslim pop-
ulations in Asia-Pacific and the Gulf Coast, but
also confidently conquers the business and fi-
nancial communities of non-Muslim coun-
tries. The reason is that Islamic values are
universal values, and non-Muslim consumers
who opt for ethical, sustainable, eco-friendly,
and socially responsible solutions, commonly
share them. That is why the Islamic economy
goes beyond state borders and includes all the
spending by Muslims and the spending on
Halal goods by non-Muslims.

As for parameters, according to “Outpac-
ing the Mainstream. State of the Islamic Econ-
omy Report 2017/18” developed and produced
by Thomson Reuters in collaboration with Di-
narStandard, the Islamic Economy was es-
timated to be worth $2.202 trillion in 2016%
(~11.9% of global expenditure). The global Mus-
lim population’s spending across various sec-
tors is projected to increase at 7.3% annually
(2016-2022) to reach $3.081 trillion by 2022.

In 2016, Muslim spend by category
amounts to the following:

. food and beverage - $1.24 trillion (~17%
of total global spend on similar prod-
ucts);

« clothing and apparel - $254 billion (~11%
of total global spend on apparel and
footwear);

- media and entertainment - $198 billion
(~5% of total global spend on recreation
and culture);

« travel - $169 billion (~11% of total global
spend on outbound travel); and

» pharmaceuticals and cosmetics - $140
billion (~7% of total global spend on sim-
ilar products).

The word “Halal’, literally meaning per-
missible, nowadays encompasses not only
food, but everything from finance to beauty
products. Halal is also a lifestyle, including
apparel and fashion, music, TV and films. In
2015, the revenues from Halal-certified food
and beverage products were $415 billion; rev-
enues from Modest Fashion clothing pur-
chased by Muslim women $44 billion, and
revenues derived from Muslim-friendly tour-
ism services $24 billion.

The Islamic Finance sector had around
$2.2 trillion in assets in 2016. This sector will
grow at CAGR* of 9.5% up to $3.8 trillion in
2022.

The OIC, comprising 57 Muslim-majority
countries, represented 1.38 billion Muslims in
2015 (80% of the world’s Muslim population)s.

As of 2016, the aggregate GDP of OIC®
countries was about $183 trillion (~15.3% of
total world GDP) and is projected to grow at
an average rate of 4.8% in 2018, which is 1.3%
higher than the expected global economic
growth rate of 3.5%’. As is evident from these
indicators, in spite of a stable pace of growth,
the contribution of OIC countries as a group to
world output in 2016 is below their potential
and meaningfully below that of individual
countries such as US (15.5%) and China (17.8%).

At the same time, despite the projected
growth of GDP (gross domestic product) of
OIC countries, the supply side of the Islam-
ic community still does not keep up with the
demand for Halalan Toyyiban® products and
services. Imports by OIC countries from the
world in 2016 amounted to $1.6 trillion. To
avoid confusion, it is important to distinguish
between imports to the OIC in general and
imports of Halal. Exports to an OIC country
are not necessarily Halal.

The average GDP per capita of OIC
countries reached $10,729 in 2016, which
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corresponds to upper-middle income coun-
tries. In terms of discretionary income, the
most attractive consumers in countries with
GDP per capita over $10,000 live in emerg-
ing Islamic African states: Tunisia, Libya,
Egypt, as well as the emerging Islamic-states
of Asia-Pacific: Brunei, Indonesia, and Malay-
sia, and of course, the oil-rich countries of the
Middle East: Bahrain, Kuwait, Oman, Qatar,
Saudi Arabia and UAE.

Muslim consumers worldwide contribut-
ed US$107 billion to the global digital econ-
omy of $1.9 trillion in 2014: that is a 5.6%
share; and at a 17% CAGR their spending will
grow faster than the rest of the digital econo-
my by 2020, reaching an estimated $277 bil-
lion®. The notion of “Islamic digital economy”
has emerged and is now promoted and sup-
ported on a country level. For instance, on 20
December 2017 the Malaysian authorities an-
nounced that the country’s Islamic Digital
Economy (IDE) framework was expected to be
ready by the first quarter of 2018'°. However,
it is not known whether it has been launched
or not. The UAE has already included the Is-
lamic digital economy in its Islamic econom-
ic strategy as one of the seven main pillars.
The UAE government and key player in the
technology industry, the Dubai Silicon Oasis
Authority (DSOA) free-zone, are committed to
developing the Islamic digital economy in or-
der to position Dubai as a hub for the devel-
opment of electronic information, programs,
applications and projects, as well as making
it a platform for e-commerce and the Islamic
media. In November 2017, the Dubai Islamic
Economy Development Centre (DIEDC) orga-
nized its first Islamic lifestyle mini boot-camp
for both digital and off-line start-ups and en-
trepreneurs*.

Digital technologies and social media are
also important drivers pushing the Islamic
economy to scale up and overcome geographi-
cal and political boundaries. Social media ad-
vance awareness and fuel demand amongst
consumers of Halal goods and services by
sharing feedback on them, promoting them
and advertising them. Halal e-marketplaces,

such as aladdinstreet.com, dagangHalal.com
and zilzar.com, provide small producers, man-
ufacturers and traders with platforms to go
global. A mobile phone application called the
Muslim Pro App offers prayer times regard-
less of where the user is in the world. It in-
cludes an in-app Quran, and provides sugges-
tions for Halal restaurants and mosques with-
in the user’s ambit. According to the owner of
the application, Bitsmedia’s CEO Erwan Macé,
the app was available in 15 languages, and
had been downloaded 45 million times.

The major point and the main message of
this report is that, despite the expanding Is-
lamic economy and the billions of digitally ac-
tive Muslim consumers, there are new niches
in a largely untapped market waiting for new
players to emerge.

3.2 Modern Muslims, their life-style
and values

The crucial factor for the economic conver-
sion, or “Islamization”, of the global econo-
my—which might be called the expansion of
the Islamic economy—remains the rapidly in-
creasing Muslim population, including dias-
pora and migrants; in other words, the growth
of the demand coming from Islamic custom-
ers who have their own lifestyle and prefer-
ences that must conform to certain religious
requirements stipulated by Sharia law.

Sharia regulations and Islamic principles
in the economy of the Islamic countries and
countries with large Muslim population play
a decisive role. The Pew Research Center’s*
2015 Report on “The Future of World Reli-
gions: Population Growth Projections, 2010-
2050” projects the number of Muslims around
the world increasing rapidly from about
1.6 billion in 2010 to nearly 2.8 billion in 2050.

The growth rate of the Muslim popu-
lation is double the global rate. As a result,
the share of Muslims in the world’s popula-
tion is expected to rise from 23% in 2010 to
30% in 2050. The most accelerated growth of
Muslims, as opposed to non-Muslims, will
be observed in North America (197% vs 26%,
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respectively) and Europe (63% vs -6%, respec-
tively).

As for the regional distribution of Mus-
lims across the globe in 2010, despite the pre-
vailing fallacy, the Asia-Pacific region was
home to the majority of the world’s Muslims
(61.7%), followed by the Middle East-North
Africa region (19.8%) and Sub-Saharan Afri-
ca (15.5%). Europe, North America, and Lat-
in America-Caribbean compose the rest of
world’s Muslims (3%).

The demographic forecast until 2050 re-
veals that in spite of a 10% drop, the Asia-Pa-
cific region is expected to keep its leading po-
sition in total number of Muslims. As com-
pared to a 5% increase of Muslims in Sub-Sa-
haran Africa by 2050, the share of the global
Muslim population living in Asian countries
such as Indonesia, Pakistan and Bangladesh
will decline. However, in absolute numbers,
Muslims are projected to surpass Hindus and
become the largest religious group in the
Asia-Pacific region by 2050.

The Muslim share of the Middle East/
North Africa population in 2010 was 93%. The
concentration in the Asia-Pacific region is also
quite high (24.3%), but it is still less than that
in the Sub-Saharan Africa (30.2%). The Report
concludes that this picture will remain stable
until 2050 with minor fluctuations. Islamic
ways of doing business and the demand for
Sharia-compliant goods and services in non-
Muslim regions are increasing due to the num-
ber of Muslim migrants arriving there. The
Pew Research Center’s report touches upon
migration, stating that Muslim migrants from
the Asia-Pacific and Middle East-North Africa
regions consistently choose Europe and North
America as their destination. Consequently, in
2050, the Muslim share of Europe’s popula-
tion expected to be 10% (it would be 8% with-
out migration). In North America, that share
is expected to reach 2%, versus 1% if projected
without migration factor.

Conversions do not play a significant role
in Muslim population growth. In 2010, the
Pew Center stated “that statistical data for
Muslim conversions are scarce and as per

their available information, there is no sub-
stantial net gain or loss of Muslims due to re-
ligious conversion.” It found that “the number
of people who embrace Islam and those who
leave Islam are roughly equal. Thus, this re-
port excludes the religious conversion as a di-
rect factor from the projection of Muslim pop-
ulation growth”.

In terms of population increase, perhaps
the most important growth factor for the Is-
lamic Economy is Muslim millennials. Mil-
lennials are people born in the last 20 years
of 20™ century. According to Thomson Re-
uters, Muslim millennials are considered one
of the 21°%* century’s most powerful economic
forces. Shelina Janmohamed in Generation M:
Young Muslims Changing the World states
that almost two-thirds of Muslims today are
aged under 30 years old, educated, and famil-
iar with social media and other modern life-
style attributes. Shelina Janmohamed is the
bestselling author of ‘Love in a Headscarf’, a
memoir about growing up as a British Mus-
lim woman. She is an established commenta-
tor on Muslim social and religious trends. As
vice president of Ogilvy Noor, the world’s first
bespoke global Islamic branding practice for
building brands with Muslim audiences, she
was named one of the world’s 500 most in-
fluential Muslims, and specifically one of the
UK'’s 100 most powerful Muslim women.

Muslims are the youngest (median age
of 23 years old in 2010) of all major religious
groups worldwide. By 2030, 29% of the glob-
al young population (15-29) is projected to be
Muslim.

The notion of global Islamic ummah
means the worldwide “translocal” Islamic
community of believers with a global con-
sciousness'®. A British-American historian
specializing in oriental studies and Islam,
Bernard Lewis, argues that “whereas the
West sees the world as a system of nations
subdivided in various ways, including into
religions, Islam sees the world as a system
of religions, subdivided in several ways, in-
cluding into nations™. That is why Muslims
see in their religion a source of identity and
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Saudi Arabia’s king-millennial

Saudi Arabia's new, 31-year old Crown Prince Mohammed bin Salman (since June 2017) is described by mass
media as an ‘ambitious millennial” who is going to invite his young cousins and relatives to take leading roles in the
kingdom. According to Bloomberg, a new trend has begun in Saudi Arabia where 70 percent of the population is
under the age of 35'.

The king has set a goal to move the Saudi economy away from oil-dependence by the year 2030. His plan,
called Vision 2030, largely reflects the general development trend of the global Islamic economy towards a more
sustainable and interconnected Islamic society, called Ummah.

Specifically, the Crown Prince’s vision includes supporting new private businesses, increasing the number of
pilgrimage visitors, reforming the educational system and reducing the budget deficit by cutting subsidies,
introducing a 5 percent value-added tax'4, and FDI in priority sectors such as agriculture, building materials, car
manufacturing, education, engineering, healthcare, housing, ICT, mining, renewable energy, transport and tourism'®.

The young king intends paying more attention to infrastructure projects and to investment abroad, hence his interest
in the Chinese Belt and Road Initiative (hereinafter, “BRI") in Eurasia. BRI will be passing through many Muslim
countries and the Kingdom of Saudi Arabia may want to take part in financial structuring of BRI projects. The first
ever state visit to Russia by a reigning Saudi monarch, King Salman, occurred in October 2017 and resulted in more
than 15 cooperation agreements worth over $3 billion in various spheres ranging from oil, military equipment and
space exploration to infrastructure financing'®.

In an interview with the Economist, Crown Prince Mohammed bin Salman shared his vision of the future for Saudi
Arabia: “The Saudi Arabia that | hope for..is not dependent on oil; it is a Saudi Arabia with a growing economy; a
Saudi Arabia with transparent laws; a Saudi Arabia with a very strong position in the world; a Saudi Arabia that can
fulfil the dreams of any Saudi, or his ambition, through creating enticing incentives, the right environment; a Saudi

Arabia with sustainability; a Saudi Arabia that guarantees the participation of everyone in decision-making””.

fellow-feeling that is often stronger than na-
tionalism. However, the integrity of Islamic
ummah is arguable today due to the division
into Sunni and Shia, as well as other religious
schools and movements, in addition to the re-
cent political tensions among the countries in
the Middle East.

In any case, the fact is that Islam inte-
grates all domains of human life, and as a com-
prehensive way of life, it shapes the behaviour,
the preferences and choices of Muslims. Thus,

Halal is perceived to be a permissible and bal-
anced lifestyle, which is not confined by food
and clothes a Muslim is allowed to eat and
wear, but spreads over all aspects of a Muslim’s
life, including entertainment and travel, med-
ical treatment and social interaction, doing
business and managing finances. The Halal
lifestyle, based on faith and universal values,
aims at sustaining believers’ religious views.
Throughout the world, people are becom-
ing more Muslim in their lifestyle, even though
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this does not imply conversion to Islam. More
and more people adhere to Halal as they opt for
healthy, safe, eco-friendly, organic food, trans-
parent and fair business practices. The process
of economic conversion/ “Islamization” in this
sense (becoming more Muslim in their life-
style) or experiencing a better Halal transfor-
mation happens in two ways. On the one hand,
there is a constant demand from Muslim con-
sumers, and on the other, there is the supply
of Halal products and services, which triggers
demand as they meet all the requirement of
modern society. As a result, we see a gradu-
al but steady lifestyle transformation which is
expanding the demand for Sharia-compliant
goods and services on an individual basis.

For instance, people in Central Asia have
traditionally been mostly Muslim; however,
they began practicing the Muslim lifestyle
more consciously in recent years. This is, first,
because religion was literally absent in the
Soviet Union, whereas after its collapse people
could openly practice their beliefs. Secondly,
people needed a substitute for a powerful So-
viet ideology, and religion could fill the spir-
itual gap, especially in the time of hardship
during the socio-economic transition. Islam,
as a traditional religion, gained more impor-
tance in the life of locals and their lifestyle,
so their preferences have been transforming
accordingly.

Over 9o% of the Muslims that were polled
said that their faith affects their consump-
tion preferences?°. The Halal market now in-
corporates an entire range of goods provided
in supermarkets, five-star hotels, restaurants,
fast food chains, airline meals, school dinners,
military food, and even in prison rations. It is
a lifestyle choice in matters such as personal
hygiene, healthcare products, toiletries, cos-
metics, and many more. The development of
Halal goods all over the world has built the
Halal value chain with entirely new sectors
relating to Halal logistics, Halal security, Ha-
lal storage, Halal auditing, and Halal indus-
trial improvement?'.

From the market perspective, Halal
is a model of social commitment and the

responsibility of firms. The mark “Halal” on
products augments customers’ trust and reli-
ance on them. Halal is perceived to be a novel
benchmark for safety, hygiene, and quality as-
surance not only by Muslims but by non-Mus-
lim consumers too. The above statistics prove
the obvious potential of the Islamic economy
as the demand for Sharia-compliant products
correlates with the number of people wanting
products and services that meet their faith-
based needs.

3.3 Industry knowledge platform

Private companies and multinational corpora-
tions respond to consumers’ needs very fast.
They were amongst the first to meet Muslim
consumers’ preferences and align Halal prod-
ucts and services with their businesses in
pursuit of new markets. They are striving to
unleash the potential of Islamic financing to
develop their commercial projects. The com-
panies that adhere to Halal improve their ex-
port chances because they have a competitive
advantage over other food companies. Nota-
ble examples amongst mainstream multina-
tionals addressing Halal products are Nestle
(Switzerland), Baskin Robbins, Subway, Kraft,
Gerber, McDonald’s, KFC, Cargill, Nema Food
Company, Midamar (USA), Tesco (UK), Aliba-
ba (China), Namet Gida, Banvit (Turkey), and
Carrefour (France).

Nestle (Switzerland) is an acknowledged
pioneer in the field of Halal among multina-
tional corporations. It established its own Ha-
lal Committee in the 1980s and has separate
facilities for its Halal products. In 2008, Nes-
tle’s turnover of Halal products reached $5.23
billion or 5% of its annual revenue??. At that
time, 85 out of its 456 facilities worldwide
were equipped for Halal production. The ma-
jor Nestle’s production sites of Halal products
are located in Australia. Surprisingly, Nestle
claims that it did not have to change its prod-
ucts and processes because they were inher-
ently Halal?4. Nestle has a strong presence in
the Halal food markets of Malaysia, Indonesia,
Turkey and Middle Eastern countries, while
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France, Britain and Germany are emerging as
key Halal markets in Europe.

Short after getting certified as Halal, cor-
porations enjoyed steep growth in their client
base and revenues. For instance, McDonald’s
in Singapore reached 8 million patrons a year
after obtaining Halal certification. KFC, Taco
Bell, and Burger King registered 20% increas-
es in the number of their customers since be-
ing certified as Halal®.

Multinationals have made sizable invest-
ments in OIC markets, such as Unilever (UK)
investing $33.3 million in its Halal operations
in Southeast Asia?®. L'Oreal, Colgate, and
Campbell Soup increase their investments in
Halal segment of their business. Mitsui Sug-
ar Co (Japan) invested $7.6 million in the Ha-
lal production of sugar and sweeteners to deal
with growing regional demand and to com-
pensate for a potential domestic slowdown?’.

Recently, the growth of interest in the Is-
lamic economy as a whole from authoritative
consulting firms and rating agencies, emi-
nent economic researchers, as well as high-
ranking politicians and businesses, has been
evident in the mass media and in official cir-
cles. In the global arena, we see more the-
matic reports, such as those issued by Ernst
& Young, and Thomson Reuters. The latter,
in collaboration with Dubai Islamic Econo-
my Development Centre, launched a compre-
hensive global reference for Islamic econom-
ic intelligence, news, insights, information
and data called Salaam Gateway:. It is also a
global database of companies in the Halal,
Islamic finance, and Islamic lifestyle indus-
tries?®. MNC’s General Electric and Goldman
Sachs released corporate “sukuk”, the Islam-
ic bonds. Halal producers are also growing
bigger and going global through IPOs (e.g.
Malaysian DagangHalal's IPO on the Lon-
don Stock Exchange). Due to the up-swing
in Islamic/Halal companies, the S&P Dow
Jones Islamic Market Indices, which were
first compiled in the 1990s, substantially in-
creased in the 2000s.

Private businesses willing to go for the
Islamic market often trigger governmental

initiatives. In fact, some non-Muslim govern-
ments have already succeeded in the Islamic
dimension of the global economy. Australia
and Brazil are in the Top 5 Halal Food produc-
ers in the world. China’s, Italy’s and France’s
fashion industries largely support the Modest
Fashion sector, meeting the requirements of
Islam. Singapore is about to surpass Malaysia
in the battle for leadership of the Sharia-com-
pliant Pharmaceuticals and Cosmetics mar-
ket, while Germany is climbing up the list of
the Halal Media and Recreation services pro-
viders.

The global consciousness of Muslims
keeps developing, backed by broader global-
ization, digitalization, interconnectedness
and sustainability trends. We believe that the
“Islamization” of the world economy is a mat-
ter of time, taking into account the growing
Muslim population, the preferences of Mus-
lim millennials, trends in favour of organic,
safe, eco-friendly goods, and technological ad-
vances that turn the globe into a big, highly
connected, and interdependent village. There
are several shortcomings, such as the absence
of global unified Halal certification standards,
but Islamic ummah is working on the exist-
ing certification institutions to be widely rec-
ognized and accepted. The establishment of
the International Halal Accreditation Forum
based in UAE in 2016 is a positive step in this
direction.

The earlier we all realize the potential of
the Islamic economy, the sooner we might
benefit from it. The rest of the world has al-
ready begun to move in this direction. It is
now time for Eurasian society to grasp the op-
portunity.
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Azerbaijan leads the Eurasian region in terms
of the level of Islamic economic development
due to having the highest overall GIEI score
in the Halal Food, Travel, and Pharmaceuti-
cals & Cosmetics segments. Its Halal Travel,
Pharmaceuticals & Cosmetics, and Media &
Recreation sectors have performed far above
the global average in 2017. See 9.1 GIEI rank-
ings for Eurasian countries in 2017.

Kazakhstan outperformed every other
Eurasian country in terms of Halal Finance,
but Halal Media & Recreation, Halal Food and
Pharmaceuticals & Cosmetics also contribut-
ed to Kazakhstan’s second place in the region
in the Islamic economic ecosystem ranking.

Russia ranked highest in two segments,
Modest Fashion and Media & Recreation,
among Eurasian countries in 2017. In compar-
ison with Kyrgyzstan, Russia showed slightly
better results in Halal Food, and in Pharma-
ceuticals & Cosmetics. However, Kyrgyzstan’s
successes in Islamic Finance and Halal Travel
played a decisive role and pulled Kyrgyzstan
into 3™ place, overtaking Russia.

The top 5 includes Tajikistan due to its
relatively high score in Modest Fashion, Halal
Pharmaceuticals & Cosmetics, and Halal Food
sectors.

Uzbekistan got a better score in the Ha-
lal Media & Recreation sector than Kyrgyz-
stan and Tajikistan, but the other segments
of the Islamic economic ecosystem in Uzbeki-
stan remain undeveloped. Turkmenistan has
the lowest score, showing few signs of the de-
velopment in the Halal Media & Recreation,

Modest Fashion, and Islamic Finance sectors.

Georgia and Armenia are not included
into GIEI ranking since their population is
predominately Christian.

We would like to note that GIEI ranking
for Eurasian states looks patchy in some cas-
es due to the many “not applicable” instead of
actual data, as is seen in the relevant tables
in Chapter 9 (Appendices: Tables and Graphs).
We emphasise that this situation indicates a
lack of available information about the region
rather than the absence of Halal markets and
the Islamic economic ecosystem as a whole.

4.1 Food and beverages

As everywhere, private businesses willing
to enter the market in Islamic countries in-
crease trade turnover and stimulate govern-
ment initiatives. For instance, the popular
producer of baby food, “Progress”, began to
produce Halal products in Russia under the
brand “FrutoNyanya” in November 2017. How-
ever, the following statistics prove that there
is much more potential for Eurasian states in
the Islamic markets for food and beverages.
The OIC is a significant source of demand
for Halal food, importing $190 billion in food
and beverage products in 2015, and accounting
for 46 percent of the $415 billion Halal-certified
food and beverage industry®. Exports of all
kinds of food and beverages from the Eurasian
region to the OIC in 2016 dropped by 3% com-
pared to 2015 to $9.4 billion, which is roughly
5% of the total for OIC country spending (80%
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of all Muslims in the world) on food and bever-
ages, and 03% of global Muslim spending on
food and beverages in 2016. See 9.2 Export of
food from Eurasian region to OIC.

Cumulatively from 2001 to 2016, all food
and beverage exports from the Eurasian re-
gion to the OIC constituted 4.69% of total
OIC imports from the world, and 45.1% of the
whole region’s export to the world. See 9.3 Cu-
mulative amount of food and beverages ex-
port of Eurasian countries to OIC and to the
world, 2001-2016.

In 2015, the top 5 exporters to the OIC
were: Brazil ($16 billion), India ($13 billion),
Argentina ($8.9 billion), Russia ($8.8 billion),

and France ($7.7 billion). These top 5 source
markets represent 28.5% of total OIC food im-
ports. The top 5 importers of the food and
beverages among the OIC were: Saudi Ara-
bia ($21.5 billion), Malaysia ($15 billion), UAE
($14.9 billion), Indonesia ($14.3 billion), and
Egypt ($14.2 billion). Their share was 42% of
total OIC food imports in 2015%°.

For more than a decade, Russia has been
one of the top exporters to the OIC, and a lead-
er in food exports to the OIC among nine Eur-
asian countries (81.24% of total export of food
from Eurasia to OIC), several times more than
the next country in order, Kazakhstan (11.7%
of total export of food from Eurasia to OIC).

Poultry and dairy are the major Halal products in Russia

HALAL PRODUCTS AN-NOOR ™ BY RESURS
(ESTABLISHED IN 2003)

The Resurs group is one of the leading agro-industrial companies in Russia. Its main activity is the production and
sale of food products from poultry meat, grain and oilseed. Resurs began to export its products in 2012. At that time,
its main partners were Liberia, Jordan and Equatorial Guinea. Now the company supplies more than 30 countries in
Asia, Africa, the Middle East, Europe and the CIS. As of 2016, export volume exceeded 27,000 tons.

In 2016 experts at the International Center for Standardization and Certification “Halal” (ICSC) conducted an audit of
the poultry farms “Ptitsekombinat” and “Stavropol Broiler” (both part of the Resurs Agricultural Enterprise Group) and
testified to their conformity to Islamic requirements. At both enterprises, poultry slaughter is carried out manually by
Muslim carvers, under the supervision of experts from the ICSC Halal. For the first time in modern Russian practice,
the method of slaughter of a bird was applied without the use of stunning. This method of slaughter is in demand
and is widespread in many Islamic countries.

In 2016, following an inspection by representatives of the Ministry of Environment and Water Resources of the
United Arab Emirates, the processing plants of Resurs received accreditation for the supply of poultry products
to this country. In 2017, Resurs became the first Russian company to receive a certificate from the Agency

for Standardization and Metrology of the United Arab Emirates (ESMA), which gives the right to export Halal
products to the countries of the Middle East. Resurs presented a line of Halal products called An-Noor ™ in
spring 2017 at the international exhibition Gulfood-2017 in Dubai (UAE). The Halal assortment under Resurs’

trademark An-Noor includes poultry meat and was created as part of the company’s aim to export Halal

products to Islamic countries.
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AGROHOLDING “BELAYA PTITSA” (“WHITE BIRD”)

Agroholding “Belaya Ptitsa” was founded in 2004 in an ecologically clean area of the Belgorod region, Russia. For

14 years, the company Belaya Ptitsa has positioned itself as a reliable partner and supplier of poultry products of
consistently high quality. Today Belaya Ptitsa is one of the largest Russian vertically integrated agricultural holdings
for the production of poultry meat (as of 2016 the volume of export was 10-12,000 tons), and one of the largest
Halal broiler producers in Russia. In 2018, “Belaya Ptitsa” plans to increase the volume of deliveries of its products
abroad to 20,000 tons in the course of expanding the international geography of sales and strategic development of
its export potential.

At the Moscow Halal Expo in 2016, the company's products received the “Best Halal Product” diploma in the “Semi-
finished Poultry Meat” category. At the international exhibition “Gulfood — 2017” in the United Arab Emirates, Belaya
Ptitsa became one of the few producers that represented the Russian market for Halal products on the world stage.
At the exhibition, the quality of the products of the company, certified according to the Halal standard, was highly
appreciated by the organizers. In 2017 at the largest international event, “ProdExpo 20177, the company's products
were again awarded gold medals.

GROUP OF COMPANIES “DAMATE”

The “Damate” Group of companies is a Russian agricultural holding that is involved in three areas of activity: turkey
farming and processing, milk processing and dairy farming. The company's production facilities are located in the
Penza and Tyumen regions. Damate began shipping products for export in the fall of 2015. Currently, the company
exports its products to the EU countries as well as to Vietnam, Hong Kong, Gabon, Benin, Azerbaijan and the
Democratic Republic of the Congo.

Today Damate is the only company in Russia that produces Halal turkey meat. It also produces Halal dairy products
at OJSC Penza Dairy Plant (part of the Damate Group of Companies). Damate received a Russian certificate issued
by the International Center for Standardization and Certification “Halal” under the Council of Muftis of Russia in
2013, and has repeatedly confirmed it. The enterprises where the products are manufactured have successfully
passed the audit of the International Center for Standardization and Certification “Halal’.

Damate first received permission to export products to the UAE in 2016. In January, Damate was audited by

the Ministry of Natural Resources and the Environment of the UAE and began supplying turkey meat to Dubai.
However, due to changes in the powers of the UAE public services, the company had to re-submit its application in
2017. In September 2017, PenzaMollnvest (part of the Damate Group of Companies) hosted inspectors from the
UAE and Russia, who checked not only the conformity of the slaughter and processing processes to Muslim canons,
but also the implementation of HACCP plans (the international system for controlling product safety), the sanitary
condition of the enterprise and personnel, the composition of the feed, raw materials and ingredients. The whole
process took almost a year. At the first stage, the Rosselkhoznadzor checked the enterprises for compliance with
the UAE requirement and included it in the approved register, and then the UAE representatives visited Damate's
facilities for an inspection. A group of veterinarians and experts thoroughly studied the production process and
inspected the enterprises. They assessed the level of production organization and its compliance with the highest
world standards.

As a result, Damate became the first Russian turkey producer to receive an international certificate from the Agency
for Standardization and Metrology of the United Arab Emirates (ESMA). In addition to the countries of the Persian
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Gulf, it is recognized in a number of other Muslim countries. PenzaMollnvest is in the list of the approved enterprises
on the website ESMA. The enterprise and the products made at its poultry processing plant in the Penza region were
found to be fully compliant with the Halal standards of the UAE and the countries of the Cooperation Council of the
Arab States of the Persian Gulf (Bahrain, Qatar, Kuwait, Oman, and Saudi Arabia). This was confirmed by a certificate
issued by LLC “GULFTIC-ICSC HALAL".

To date, Damate sells about 80 tons of Halal products per month and plans to increase its production volumes to
meet the growing demand. The group started deliveries of products to the United Arab Emirates in March 2017.
The first batch of “Indilite” turnkey meat, weighing 3.2 tons, was sent to the UAE. Now dairy products are also being
supplied to the UAE under two brands: Molokom and Damate. They include soft curd, sour cream, butter, cheese,
low-fat drinking yoghurts under the Molkom brand, and a premium line of Damate thermostatic yoghurt in glass
packaging. All products of Damate supplied to the UAE are Halal and produced under the supervision of accredited
specialists.
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Nevertheless, Azerbaijan dominates the
GIEI ranking in the Halal Food segment.
See 9.4 Halal Food Sector Score, part of GIEI
2017.

A breakdown of the indicator scores re-
veals that Azerbaijan gained the highest score
in the governance category of the Halal Food

segment (at the same level as the sector lead-
er, Malaysia), which indicates that sound Ha-
lal regulations at government level and certi-
fication requirements, including certification
of Halal required for imports, are in place.
See 9.5 Halal Food sector score breakdown by
country and by metric categories, 2017.

Deveci Broyler’s “SOBA” (“Seba”)

Deveci Broyler is a producer of chicken products under the “SOBA” brand in Azerbaijan. Shareholders in Deveci
Broyler are the Azerbaijan Investment Company (AIC), holding a 25% stake, Baku Investment Company with 74%,
and two private individuals.

Currently, the “SSBA” trademark unites Seba Open Joint Stock Company, Bilasuvar Agro Limited Liability Company
and Karabakh Takhil Limited Liability Company and Davachi Broiler Deep Processing Limited Liability Company.
Crop produced by Karabakh Takhil is sent to Saba. Saba itself supplies feed for the birds it breeds and so is
confident of its high quality. Poultry products from Davachi Broiler are sent to Deep Processing, where the chicken
meat undergoes deep processing and half-finished products are produced. All this conforms to the concept of
“Saba”, which is defined as “from nature to kitchen’.

Factory Saba was established in 1996 during the reconstruction of the Davachi Poultry Factory, which came into
operation in 1981 and which was privatized in 1997. Restoration of the previous productive capacity, replacement
of old devices and equipment with new, repair and adjustment of existing mechanisms and devices and other
similar work, started in January 2002, made the enterprise ready for production after only six months. Experienced
and qualified former personnel of the enterprise were involved in production again.

Today the factory is located on a 135-hectare site. There are 90 buildings, including 52 sheds for birds (broiler
houses for keeping birds). The factory employs about 800 workers. The annual production of poultry meat at the
enterprise is 13,000 tons.

Deveci Broyler, with the production of chicken and chicken products Saba, became the first Azerbaijani enterprise
that was certified in accordance with state standards. Certification was conducted in 2014 as a result of studies
conducted over approximately two months. The study examined the general rules for acquiring, preparing,
processing, classifying, labelling, packaging, marking, controlling, loading, transporting, distributing, storing and
servicing the raw materials, and transporting the meat to its place of sale. Earlier, in 2012, Deveci Broyler was
certified according to Halal standards by the Association for the Certification and Control of Food and Consumer
Goods (GIMDES), which has been operating since 2005 in Turkey.

—
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Even though the share of the Eurasian re-
gion’s exports in the OIC total imports of food
and beverages is relatively small, some indi-
vidual countries such as Tajikistan, Kyrgyz-
stan, Russia and Kazakhstan are already ex-
porting from 2/5 to 2/3 of their entire food and
beverage output to OIC countries. On the oth-
er hand, Armenia and Georgia, as well as Uz-
bekistan, have the potential to increase their

exports of food and beverages to OIC countries
given OIC’s heavy reliance on imported food.
Imports account for 15.9% of total consumer
spend on food and beverage across all OIC
countries. In 2016, the largest categories of
OIC imports by size were vegetable- and seed-
derived products ($93 billion), meat, mostly
beef and chicken ($23 billion), followed by di-
ary and animal by-products ($14 billion)3.

“Abaya”

“‘Abaya’” is a farming establishment located in Pavlodar region, Kazakhstan. The main activity of Abaya is running a
1<t category feedlot site, with meat and plant production. The company has more than 50 items of machinery and
equipment and over 12 years’ experience in supply of its products. The company has been engaged in the cultivation
of grain and fodder crops since its foundation, which makes it possible to maintain more than 10,000 head of cattle.
The company has its own storage facilities for fodder crops, which allows a year-round supply to the farm animals.
All goods produced by the company have certificates of origin of the goods. It also has a management system
certificate in accordance with the requirements of state standards.

In 2014, Abaya put into operation a feedlot site for 3,000 head of cattle, which allowed it to reach the level of
major producers engaged in the production of beef. Recently, the company has also implemented a project for the
construction of a feedlot for 10,000 head of cattle. Agricultural land available to the company will allow further
expansion of livestock and crop production.

Since 2013, long-term agreements have been signed with large local retail chains and meat processing complexes to
buy all the company’s meat products. These agreements provide for the joint processing and sale of meat products,
both domestically and for export.

In 2017, the company started delivery of products to the United Arab Emirates. The first 35 tons of frozen meat
has been delivered, and the next batch of 20 tons is on its way. Abaya was certified and received permission to
export products to the UAE in 2016. The process took three months. Representatives of the UAE checked the meat
processing plant for compliance with veterinary regulations and included the company in the register of suppliers of
the countries of the Persian Gulf. The company has a local certificate for the production of Halal products, which is
valid for several years.

p—
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“Kayyp-Ata”

“Kayyp-Ata” is a Kazakhstan producer of beef meat, horse meat, lamb with a Halal certificate. It is located in the
Southern Kazakhstan region, and is a farm with more than 5,000 head of cattle, a meat factory with an area of
15 hectares oriented to production. Slaughtering is carried out using German technology and procedures which
comply with international requirements. The complex also has warehouses and special refrigerators, which
increases productivity and the quality of work. There is a shed for 20,000 head of small cattle, and about 1000
head of small cattle are slaughtered per day.

Ecologically clean and quality products are in high demand. The partnership not only produces meat, but also sells
it to foreign countries. In Kazakhstan, a company such as Kayyp-ata can work without a Halal certificate, but if it
were to export its products to the Islamic world, Halal certification would be necessary. The company has already
shipped its products to the UAE, Iran, and to some CIS countries (mainly, Uzbekistan). In June 2016, Kayyp-ata
sent a first batch of thousands of small-livestock to the UAE. It should be noted that negotiations on the supply of
meat to the United Arab Emirates took five months. It is planned to send from 20 to 60 tons of Kazakhstan meat
products to the UAE weekly.

In 2017, almost 10,000 small cattle were sent to Iran. Control over the quality of the meat was carried out by
Iranian representatives. To ensure that the products correspond to the standard of Halal, a veterinarian, laboratory
assistant, slaughterer and even a Mullah arrived from Iran. Iran plans to purchase 5,000 tons of meat products in
Kazakhstan in 2018%. Moreover, similar negotiations are being held with Saudi Arabia and Irag.

To increase its export potential, the company is constructing a meat-packing plant worth 500 million tenge

(~$1.5 million). It is planned that 300 head of cattle will be slaughtered daily there. The enterprise will meet all

the requirements of European standards and will be able to export meat to any country in the world. In addition,
within the framework of the memorandum signed between Kayyp ata and the Malaysian corporation, Marditech, it
is planned to create a Halal hub in South Kazakhstan. The amount of investment in the project is $10 million and
the capacity is 10,000 head of cattle.
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Confectionery house “Kulikovsky”

Confectionery house “Kulikovsky”, founded in 1991, is now the leader in the Kyrgyz confectionery market.
The company is taking advantage of changing consumer patterns and a growing demand for Islamic products
consumption in the region. Natural and environmentally friendly raw materials, modern European equipment

and the best confectioners allow the company to produce products for customers in different countries, including

for Muslims (certified Halal). Its offers fresh pastries, gourmet cakes, delicate desserts and delicious cakes.

The company got the certificate of Halal four years ago for the first time, because of the high demand for
Halal products. Today almost all of its 200 products have a Halal certificate, with the exception of six desserts

containing cognac.

The company has three production sites with an area of more than 4,000 square meters, and the latest
equipment from Germany, Italy, and Belgium. Daily, the company produces up to five tons of products for four
countries: Kyrgyzstan, Kazakhstan, Russia and China. After more than 20 years of work in the confectionery
market, the company has established its own trading network and has accumulated considerable expertise

in marketing and sales.

In the long run, the producers from Rus-
sia, Kazakhstan, Kyrgyzstan, and Tajikistan
can grasp the opportunity and concentrate on
capturing the world’s Halal Food and Beverag-
es market. These countries already have a big
share of their food exports going to the OIC
countries. Yet, the potential of the world Ha-
lal Food and Beverages segment is not limited
to the food market of OIC countries. Consider-
ing that the OIC represents less than 50% of
the world’s Halal Food consumption, and giv-
en the mediocre GIEI Halal Food sector scores
of Russia, Kazakhstan, Kyrgyzstan and Tajiki-
stan, there is a long way to go to catch up with
the global leaders of Halal Food production
in terms of raising awareness and improving
their Halal regulations and certification.

We will analyse more closely Halal cer-
tification, as well as successful examples of
firms that have adopted Halal standards in
Eurasian states, in a separate chapter of this
report.

—

4.2 Fashion

In 2016, OIC clothing imports represented 8%
of global clothing imports and amounted to
$35 billion. In the same year, the top Muslim
clothing consumption markets were Turkey
($27.4 billion), UAE ($20.8 billion), Nigeria
($17.6 billion), Saudi Arabia ($16 billion), and
Indonesia ($13.5 billion).

The countries that export most clothing
to the OIC were China ($17.5 billion), India
($5.4 billion), Turkey ($2.7 billion), Bangladesh
($1.3 billion), and Italy ($1 billion).

In general, we observe the almost halving
of clothing exports from Eurasia to the OIC
since 2014, mainly due to increased compe-
tition from apparel manufacturers in China,
India and Turkey, and from Western brands
launching their Modest Fashion lines (for
instance, D&G, H&M, Nike’s modest sports-
wear, Danish label Hummel). See 9.6 Export of
clothing from Eurasian region to OIC.
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In 2016, all nine Eurasian countries to-
gether exported clothing worth $282 mil-
lion, which was 0.81% of total OIC clothing
imports. Since 2001, this indicator has stayed
almost the same at 0.79%. In turn, the OIC
has accounted for 22.6% of the Eurasian coun-
tries’ clothing export in recent decades. See
9.7 Cumulative amount of clothing export of
Eurasian countries to OIC and to the world,
2001-2016.

The leader of the Modest Fashion sector of
the Eurasian Islamic economy is Russia, both
in terms of export volume to the OIC (60.39%
of total Eurasian export of clothing to OIC ac-
cording to ITC data) and in terms of the over-
all GIEI fashion sector score. More than 1/3 of
Russian clothing exports go to the OIC region.
Kyrgyzstan (20.25% of total Eurasian export of
clothing to the OIC) and Georgia (18.59% of to-
tal Eurasian export of clothing to the OIC) also
export a large part of their apparel and foot-
wear production to OIC, 36.2% and 75.3%, re-
spectively.

However, it is Tajikistan and Kazakhstan
who rank 2™ and 3™ in Modest Fashion devel-
opment on the GIE indicator. See 9.8 Modest
Fashion Sector Score, part of GIEI 2017.

In that category, apart from clothing ex-
ports, Russia is in 1% place. Kazakhstan’s and
Tajikistan’s performance is available in the
Modest Fashion sector in 2017? See 9.9 Mod-
est Fashion sector score breakdown by coun-
try and by metric categories, 2017.

Russia paid more attention to raising
awareness of the theme of Halal Fashion
through mass media and events, while Ka-
zakhstan and Tajikistan gained scores in the
social aspect of the indicator due to the low
price of their clothing. Kazakhstan shows a
great potential for increasing the export of
clothing to the OIC as a share of the country’s
exports to the OIC versus its exports of cloth-
ing to the rest of the world, which is only 2%.
Young Kazakh designers, such as Zulfiya Aka-
tayeva (the owner of the Muslim brand ZUFA),
Indira Bekbauova (stylish Muslim clothes
brand Indira Bekbau), and Regina Balaubeko-
va (the creator of the brand “ABROI”) pay an
important role in the Modest Fashion sector34.

Armenia’s clothing export volume to the
world is comparable to that of Georgia, but
it exports only 0.5% of it to the OIC. Georgia
has captured the opportunity to the full ex-
tent and 75.3% of its clothing exports go to the
OIC. It is important to remember that compe-
tition from global mass clothing manufactur-
ers as well as from famous brands is relatively
high in the segment of Modest Fashion, and
is growing fast. The barriers for new players
trying to enter the market must be overcome
through unique value-propositions such as
the shift from affordable to sustainable cloth-
ing, and being client-oriented (apparel for
Muslim teens, sportswear, etc.), and through
employing the vast opportunities of market-
ing presented by the Internet and apps.
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Fashion house “Firdaws”

Fashion house “Firdaws” is the first national Haute Couture brand of fashionable clothing from the Chechen Republic
designed in national motifs. The Fashion House is located in the heart Grozny, the capital. Firdaws won the Grand Prix
and Vice Grand Prix of The Couturier of the Year 2011 in Moscow.

Medni Kadyrova** is the founder of the fashion house Firdaws. Since 2009, the first fashionable brand in Chechnya has
been producing Muslim clothes and setting the tone by presenting the audience with unique individual trends which
combine modern ideas with the historic cultural legacy of Chechnya. The brand derives its name from the Arabic word
“Firdaws” which means “Paradise Gardens”. The Garden of Paradise “Firdaws” mentioned in the surahs of the Quran
represents a world full of beauty, harmony and spiritual purity.

The Firdaws collection was created by a group of young and talented designers born in the Chechen Republic. Their
ideas for the collection are drawn from the history of the Vainakh national costume and the wisdom of the Quran. The
symbol of Firdaws is the image of a bird of paradise, first recorded in the letters of Arabic calligraphy. Like the paradise
bird of the Firdaws garden, the collections of this fashion house inspire the imagination of spectators by the use of
flowers, the lightness of the shapes and the grace of the silhouettes. Today, Firdaws presents fashionable women's
clothing at the highest level.

The line’s first collection was launched in 2012 at the Royal Mirage Hotel in Dubai. The press wrote that the Chechen
fashion show was “a wave of mesmerizing pastel colours and fascinating elegant designs’. According to Mrs. Kadyrova,
her “designs are inspired by the natural beauty and grace of Arab women, to whom she dedicated her first collection”.
The audience at the Firdaws Fashion Show in Dubai included high-level personalities, celebrities and designers from the
region including the renowned designers Zuhair Murad, Walid Atallah and Furn One, in addition to representatives from
local, regional and international mediaZ®.

Mrs. Kadyrova, who next plans to take her collection to the runways in Saudi Arabia, said her goal was to “conquer the
world of Middle East fashion.”” Her daughter, Aishat Kadyrova, who is currently head of Firdaws, arranged a Moscow
fashion show in 2017. She has taken over the label, with a view to expand the brand’s international reach. Ulzana
Zadulayeva, Firdaws'’s spokesperson, cited her intention to expand the business in key markets: “Abu Dhabi, Bahrain, we
will be thinking about these.”®
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HAYAT Design Studio

HAYAT was one of the first design companies in Russia to create stylish casual clothes from a sketch to a finished
product not only for Muslim women, but also for all women who choose purity and nobility. HAYAT is classified as
a small enterprise whose main activity is the development, production and sale to the ultimate buyer of women's
designer clothes consistent with the norms of Sharia. HAYAT is a combination of the best style traditions of the
cultural capital of Russia, St. Petersburg, and strict compliance with the laws of Islam.

The firm was established in 2006, when its founder and chief designer, Gulnara Nurullina, created the first collection.
After defending a thesis on the topic of Islamic business and finance, as well as writing some books on this topic,
Gulnara had a desire to go into the practical dimension and start her own business in this field. The idea with clothes
arose because there were a gap in the market, and growing demand, in 2006 in Russia. However, the main reason
for creating HAYAT was that the business brings her joy; it is her favourite occupation in life.

For 12 years, HAYAT has pleased women with stylish models of impeccable quality. The trademark “HAYAT — it's my
life” is registered in the patent office of the Russian Federation. Gulnara considers this step important for a stable
and long-term business.

The establishment of HAYAT did not differ from normal business development, starting from idea, brand concept,
niche choice, client definition, development and production of the first trial batch to the marketing and promotion
of goods, the online store opening, conducting analytics and improvement of business parameters, expansion of
business, and off-line store opening. Many difficulties arise when buying fabrics. The material may not match the
quality: it may shrink, shed, disperse at the seams due to looseness, etc. Therefore, one of the main lessons learned
is that one must choose reliable suppliers who will accept commercial responsibility for low-quality supplies. The
main recommendations for peer entrepreneurs is the importance of forming a strong team and building long-

term relationships with partners. As regards policy, Gulnara suggests simplifying tax reporting, and introducing

tax incentives for small businesses, in particular domestic producers, in order to develop the local Modest Fashion
segment.

Today HAYAT has two stores in Russia and a chain of partner-stores abroad. It releases new collections four times
a year, offers over 20 models of headscarf and a wide range of clothes made of quality natural fabric, including
exclusive designer models. HAYAT is also the official and exclusive representative in Russia of the British company
Islamic Design House.

Success is a relative concept. It is important for Gulnara Nurullina that HAYAT's customers are happy when they wear
the company’s clothes and come back to HAYAT repeatedly. HAYAT strives to take measured steps and not to chase
scale. It has a delicate approach to business and each individual client. HAYAT's plan for the future is to improve
further the quality of its customer service.
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4.3 Finance

The trendsetters in the international Partic-
ipation Banking industry are the nine coun-
tries with the most developed Islamic Finance
sector environment: Bahrain, Qatar, Indo-
nesia, Saudi Arabia, Malaysia, United Arab
Emirates, Turkey, Kuwait and Pakistan. Cu-
mulatively, they account for 93% of Islamic fi-
nance assets, estimated to exceed $ 920 bil-
lion in 2015%°.

Currently, Kazakhstan has the most Is-
lamic financial institutions (IFIs) assets (69%
of total) among the nine Eurasian countries
and holds the leading position in the Islamic
Finance sector according to Thomson Reuters
and DinarStandard’s GIEI. See 9.10 Islamic Fi-
nance Sector Score, part of GIEI 2017.

In 2009, Kazakhstan became the first
country in the region to pass laws regulating
Islamic banking, and in 2012 the first coun-
try in Eurasia where an Islamic sukuk was
issued. In January 2018, the Islamic finan-
cial company “Al Sakr Finance” for the first
time entered into a deal with the Kazakhstan
company “Transtelecom” for the purchase of
non-residential premises on the terms of Is-
lamic leasing (Ijara)*. Kazakhstan is grad-
ually laying the foundation for an Islamic

finance infrastructure. Kazakhstan now has
a legal framework for Islamic banking: su-
kuk, takaful, and ijarah (leasing). There are
now two operating Islamic banks, “Al Hilal
bank” and “Zaman bank”; leasing companies
“Kazakhstan Ijara Company” and “Al Sakr Fi-
nance”; the mutual insurance company “Taka-
ful”; Islamic trade and finance company “New
Finance Invest”; and a “Zakyat” fund in Ka-
zakhstan. National development institutions
such as “Development Bank of Kazakhstan”
(DBK), “DBK-Leasing”, entrepreneurship fund
“Damu’, and JSC “KazAgroFinance”, are also
active participants in the Islamic finance mar-
ket in Kazakhstan. In 2012, the Kazakh gov-
ernment introduced a 41-point “Road Map for
Development of Islamic Finance by 2020.
The plan aims to enhance legislative provi-
sion, market education, Islamic financial in-
frastructure, development of the public sector,
Islamic financial services, science and educa-
tion, and investor relations with support from
various public and private institutions. Fur-
thermore, in 2018, the Astana International
Financial Center (AIFC) will be launched. It is
intended to become a platform for further de-
velopment of Islamic Finance in Kazakhstan
and Eurasia.
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Kazakhstan’s Islamic finance model

According to a study by the Boston Consulting Group, the potential volume of Islamic financial assets in Kazakhstan
could reach $23 billion by 2025. The assets of Islamic banks could reach 10% of the entire banking sector in
Kazakhstan'. In his annual address to the people of the Republic of Kazakhstan in 2015, President Nursultan
Nazarbayev announced that Kazakhstan aspires to become a regional hub for Islamic finance through the platform
of Astana International Financial Center. This aspiration builds on consistent previous steps and will lead to a number
of coordinated initiatives, including explicit regulation of the Islamic finance and banking sectors.

Legislation plays an important role in building Islamic banking. The Kazakhstan model is closest to the schools

for Islamic finance in the Middle East. Representatives of the school of Bahrain were among the advisory group

on amendments to legislation in Kazakhstan. It takes into account the principles of Accounting and Auditing
Organization for Islamic Financial Institutions (AAOIFI). Currently, AAOIFI standards have been adopted by a number
of central banks and financial regulators and are the main normative document for the Islamic financial industry in
the field of audit and accounting, as well as Islamic financial and investment products. More details on Kazakhstan's
legislation on Islamic financing can be found in Article 52 of the Law “On Banks and Banking Activity in the Republic
of Kazakhstan.

In accordance with the law “On Amendments and Additions to Some Legislative Acts of the Republic of Kazakhstan
on the Organization and Operation of Islamic Banks and the Organization of Islamic Finance.”, the Islamic Bank is a
“second-tier bank, carrying out banking activities in compliance with the principles of Islamic financing ... on the basis
of a license from the authorized body”. Unlike in Russia, Turkey, Azerbaijan and a number of countries where Islamic
banks are forced not to advertise their speciality, Kazakh law mandates that “the name of an Islamic bank should
contain the phrase ‘Islamic Bank™.

The authorities in Kazakhstan establish a level playing field for Islamic financial intuitions. For example, in order

to ensure the equal treatment for both Islamic and conventional financial products, special legal provisions

were introduced in 2009 into the Civil Code, the Law on Banks and Banking Activities, the Tax Code, the Law on
Investment Funds, and others. New amendments to the Law have been introduced and were approved in November
2015. The amendment provisions facilitate the conversion of conventional banks into Sharia-compliant ones and
permits Islamic windows too, as well as formation of takaful firms.

On the principle of the equal treatment of all banks, the National Bank of Kazakhstan as a regulator does not provide
special incentives for Islamic finance. This differentiates Kazakhstan's model of Islamic finance from the Malaysian
one. The Islamic finance industry is protected in Malaysia as an “infant industry”. Malaysia provides impetus in the
form of financial, tax, and regulated incentives. For instance, such governmental tax incentives are provided to make
sukuk more competitive financial instruments.

In this regard, the Islamic finance model in Kazakhstan resembles the UK model. The key principle adopted by the
British government towards the formation of its Islamic finance industry is “no obstacles, no special favours”. The
UK government amended tax and regulatory guidelines aimed to set up equal conditions for all participants of the
UK’s financial markets, including Islamic financial institutions. At the same time, the British authorities made it

clear that the establishment of a special legal field for individual financial institutions was unreasonable and legally
impossible. For example, according to Sharia norms income cannot be guaranteed by an Islamic bank, and moreover
there is a risk of losing capital. However, British law makes it mandatory for all banks that accept deposits to follow
the Deposit Guarantee Scheme. This approach differentiates the UK’s regulation of Islamic finance from the Kazakh
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one. According to the Bank Law of the Republic of Kazakhstan, an Islamic bank is not a participant in the obligatory
deposit insurance system, and deposits in Islamic banks are not guaranteed by it. Given this provision, deposits

in Islamic banks are less attractive than those in conventional banks. Addressing this issue, the National Bank of
Kazakhstan is working to develop a special deposit insurance system based on world best practice.

Further hopes for the development of Islamic Finance in Kazakhstan are primarily associated with the International
Financial Center in Kazakhstan's capital — Astana (AIFC). It is projected that out of the $40 billion investment that
AIFC plans to attract by 2025, the share of Islamic finance could amount to $7-8 billion over seven years. In 2016,

a memorandum of cooperation was signed between AIFC and the IDB, which envisaged launching the full range of
Islamic finance services available in the world through the platform of AIFC. Last year, AIFC issued a publication on
Islamic finance standards based on AAOIFI documents. On the part of the government, this structure has been given
exceptional confidence by transferring to it the functions of the IDB Governor's country office, which only Ministries
previously performed. Also, in accordance with international experience, a central council on the principles of Islamic
finance will be established, as stipulated in the legislation of the Republic of Kazakhstan.

English law, implemented within the framework of AIFC, will help give a chance for the ultimate success of all these
efforts. The principles of Islamic finance not only do not contradict, but also completely correlate with the basics

of English law. It is thanks to the flexible foundations of this right that countries like Malaysia, Singapore, Bahrain,
Dubai, Oman, the United Kingdom and even the United States are successfully building an Islamic (partner) financing
system.

In Kazakhstan, all the conditions for the development of Islamic finance have been created, including the legislative
one, and the people and business are both interested in Islamic financial products. In addition, such international
institutions as IDB and the Islamic Corporation for the Development of the Private Sector are active. Speaking
about IDB, it works not only with Islamic financial companies, but also with state institutions, for example, with

the entrepreneurship development fund “Damu’, and with “Kazagro” and “Baiterek” holdings. This work allows
business in the country to receive funding through Islamic financial instruments, thereby increasing the number of
representatives of the private sector familiar with Islamic finance.

The experience of developing Islamic finance in Kazakhstan has been successful in the CIS. The main advantage
enjoyed by Kazakhstan is that, first, there is interest from the government in the development of Islamic finance
and the intention to make Kazakhstan a regional hub for Islamic financing. This factor is fundamentally important,
because the special rules of Islamic financing require a special legislative base, the creation of which directly
depends on the legislative and executive bodies. As a result, by 2009, the first changes and amendments were
already made. The second factor is the growing interest and demand for Islamic financial products from the
population. This all creates a favourable environment for the development of the segment of Islamic banking.
Another positive influence is the consistency of the position of the country's leadership: the government of the
Republic of Kazakhstan confirms its support for this direction, making it one of the key influences in the AIFC.




SKOLKOVO

Moscow School of Management

“Al Hilal Bank” experience in Kazakhstan

“Al Hilal Islamic Bank JSC” (Al Hilal Bank) was the first Islamic bank in Kazakhstan and the CIS region, established in
2010 under the terms of an intergovernmental agreement between Kazakhstan and UAE. It is a subsidiary of Al Hilal
Bank PJSC, one of the fastest growing and innovative UAE banks, which is 100% government owned, and based in
Abu Dhabi.

Initially Al Hilal Bank in Kazakhstan focused on building relationships with corporate and state-owned companies
providing Islamic financing solutions for large projects. In 2017, it launched Islamic banking products for individuals.
Today, Al Hilal Bank has several offices there, including a head office in Almaty and branches in Almaty, Astana, and
Shymkent. It provides a wide range of Sharia-compliant banking products and services both for corporate customers
and individuals.

The bank’s assets, as of January 1, 2018, comprise 0.23% of the total assets of the banking sector (56.5 bln Tenge).
The gradual and wise approach of Al Hilal in Kazakhstan over the last eight years has resulted in its financing
projects worth over $ 1 billion.

In the initial stages Al Hilal worked in three directions. The first problem that the bank faced was staff. On the one
hand, the country simply did not have specialists who understood Islamic banking; on the other hand, people who
did not understand what an Islamic bank is were wary of working for Al Hilal. For training, the bank sent staff to Abu
Dhabi, where they could learn the principles of Islamic banking.

Another difficulty was the creation of a base of standard contracts. The head bank’s contracts from the UAE were
used as a basis, which Al Hilal bank’s lawyers and local law firms then adapted to Kazakhstan law while maintaining
their compliance with the principles of Islamic finance. The Bank Law in Kazakhstan details a number of basic
contracts used in Islamic banks and which are permitted in Kazakhstan: murabaha, musharaka, ijara, etc. At the same
time, contracts known to Kazakh law are used to designate traditional contracts: murabaha in law is characterized as
a commercial loan agreement, ijara as leasing, musharaka as a partnership agreement, etc.

When coming to a new market Islamic banks unlike conventional banks face additional tasks on working with the
regulator and tax authorities. For the regulators this was the first experience of working with Islamic banking. Al Hilal
bank did a lot of joint work to improve legislation and regulations. For instance, together with representatives of

the Sharia Council, it took an active part in drafting relevant legislation, providing technical advice, structuring
transactions and legal issues for the issue of Islamic sukuk bonds. The results of the joint preparatory work were
transferred to the National Bank and the Ministry of Finance, and to date all decisions and plans for the issue of
sovereign sukuk are in the hands of regulators.

As for business strategy, Al Hilal started by focusing on the corporate segment. It was important to establish
business processes, to develop Islamic products and to reach certain capacities in order to become a stable bank.
For corporate customers, in turn, it was easier to understand Al Hilal bank’s products. Working with corporate

clients helped the bank improve its products, test them in Kazakhstan's realities, and make adjustments. Work with
individuals involves servicing a large number of clients; here one needs to put work in hand in a working pipeline,
where all the mechanisms work accurately and correctly. A new product that has not been tested in the market
represents a risk. In addition, the past 10 years have been very difficult for Kazakh banks. Increased caution was
necessary because hasty actions could damage not only the image of Al Hilal Bank in UAE but also the reputation of
the whole Islamic banking sector in Kazakhstan. After seven years, Al Hilal bank, with a certain amount of experience
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and understanding of the specifics of the local market, felt ready to enter the retail sector. It already sees interest
from the market: after eight months of operation, retail deposits have reached $45 million, which exceeds the bank’s
forecasts. So, Al Hilal bank is planning to increase its presence in the retail sector.

When the Islamic Bank Al Hilal was starting out in Kazakhstan, there were many myths about Islamic financial
products among the population. Many misunderstood the meaning of the notion of “no interest rates” and thought
that meant money was “free”. They believed that Islamic banks exist only for the implementation of social projects,
or that they only serve Muslims. Al Hilal bank began to conduct educational activities right from the start, firstly in
the mass media, so that they could then relay the correct understanding to the population. Later on, lectures were
held in universities, because students are future specialists, executives, financial directors and business leaders.
Explanatory work was conducted with imams, as with people who are a source of information for a large part of the
Muslim population of the country. Launching a retail business last year made the task of raising awareness more
urgent among the wider society.

In the market, Al Hilal bank has a special status: on the one hand, it is the first Islamic bank in Kazakhstan and the
CIS; on the other hand, it is a part of one of the largest financial groups in the region that has an A+ Fitch and an

A2 Moody's rating, attesting to its financial stability and reliability. The head bank of Al Hilal in Abu Dhabi closely
monitors its subsidiary in Kazakhstan, whose experience, if successful, can be taken as the basis for opening
representative offices in other Eurasian countries in the future. In addition, other Islamic banks in the Middle East are
watching the experience of Al Hilal Bank with a view to opening more Islamic banks in Kazakhstan.

Source: Al Hilal Bank in Kazakhstan
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Azerbaijan and Kyrgyzstan are also
among the leaders in the Islamic Finance
sector of Eurasia along with Kazakhstan due
to their governments’ initiatives on amend-
ing the countries’ law to allow more Islamic-
friendly formats. These initiatives are being
successfully implemented and have resulted
in an increase in the financial assets accumu-
lated in Islamic institutions and the opening
of Islamic banks or “Islamic windows” in con-
ventional banks.

On May 16, 2000, the Kyrgyz Republic,
EcoBank OJSC and the Islamic Development
Bank (IDB) signed a Memorandum of Under-
standing that contained provisions establish-
ing a cooperation mechanism for the devel-
opment of Islamic banking in the country.
Two months after the signing of the Memo-
randum, on July 12, 20006, President Bakiev
signed Decree No. 373 “On the Pilot Project
for the Implementation of Islamic Financing
Principles in the Kyrgyz Republic.” The decree
confirmed the intention to develop the Islamic

financial sector in parallel with the tradition-
al one. Banks operating in the country have a
choice: either continue to carry out interest-
bearing transactions, or convert themselves
into Islamic banks. In July 2007, then Presi-
dent of the country Kurmanbek Bakiyev and
President of the Islamic Republic of Iran Mah-
moud Ahmadinejad, attended the official open-
ing ceremony of the Islamic window project
in EcoBank. Since May 2008, not only legal
entities, but also individuals have been able
to open savings accounts in the bank (“Qard
Hasan”) without interest being charged/paid
on balances. In August of the same year, the
bank began to open demand deposit accounts
(Wadiah) and urgent investment deposit ac-
counts on the basis of the mudaraba mecha-
nism. At present, EcoBank offers its clients
(both individuals and legal entities) a wide
range of Islamic banking products. Along
with Islamic banks, there are microfinance or-
ganizations in Kyrgyzstan that work mainly
on the principle of “murabaha”.
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“Kompanion Invest”

“Kompanion Invest Microcredit Company” (MCC) is a subsidiary of Kompanion Bank CJSC. Kompanion Bank CJSC has
been providing financial products and business development services to the people of Kyrgyzstan since 2004. So far,
the company has over 113,000 clients, 900 employees, and 108 branches and savings cash desks countrywide.

Mercy Corps, an international non-governmental organization, is the bank’s founder and major shareholder. In March
2015, Kompanion increased its equity by bringing direct Dutch investment into the economy of Kyrgyzstan. The
Dutch Development Bank (FMO) and Triodos investment funds (Triodos Fair Share Fund, Triodos Sicav Il) became
shareholders. The international community rates highly the company’s work. In 2014 Kompanion was certified by
the SMART Campaign that confirms companies’ adherence to client protection principles. Kompanion became the
first organization in Central Asia to receive the European Microfinance Award for its contribution to environmental
preservation.

Kompanion Invest was established in Kyrgyzstan in 2011 and since then has been building a base for a microcredit
company operating on Islamic principles and norms. The company positions itself as the leading Islamic financial
institution for the development of communities in Central Asia. The company's activities are aimed at strengthening
and developing communities, offering financial and developmental products and services to entrepreneurs and
private individuals in accordance with Sharia.

In 2012, Kompanion Invest conducted its first murabaha agreement transaction. In November 2013, the company
became one of three finalists of the international competition, Islamic Microfinance Challenge 2013, organized

by the CGAP (Consulting Group on Assisting the Poor), together with the Islamic Development Bank, the Al Baraka
Banking and Triple Jump Group. The winner was the Wasil Foundation, Pakistan, which presented a package of
services aimed at financing agriculture. Kompanion Invest, as well as Khartoum Bank of Sudan, were the other top
finalists.

In 2015, the company completed the process of introducing Sharia accounting and audit standards for Islamic
financial institutions. In 2016, Kompanion Invest fully switched to the Standards of Accounting and Auditing
Organization for Islamic Financial Institutions (AAOIFI). That year, Kompanion Invest also received a certificate of the
National Bank of the Kyrgyz Republic on compliance with Islamic principles of banking and financing (No. 352-4/534
dated July 22, 2016).

In April 2017, Kompanion Invest raised long-term finance from Deutsche Bank. The investment agreement was
signed in April 2017. It is in full compliance with Sharia standards. The main purpose is to support microfinance
products and services that are consistent with Islamic law. The funds were provided as part of Deutsche Bank’s New
Initiatives Fund project that provides accessible financing to low-income clients in developing countries.

p—
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Azerbaijan’s Islamic Finance sector has
been developing despite a certain resistance
from those Azerbaijani officials who insist on
adhering to the principles of secularism in
the country. They automatically oppose any
projects at state level if the word “Islamic” is
mentioned, even when connected with Islam-
ic finance and, in particular, Islamic banks.
The reason is historical. The Azerbaijanis are
proud that the Azerbaijani Democratic Repub-
lic (ADR), proclaimed on May 28, 1918, became
the first secular state in the Muslim East, a
few years before the abolition of the caliphate
in Turkey. The modern Republic of Azerbai-
jan (since August 30, 1991) adopted from the
ADR aflag, a coat of arms and a hymn, as well
as a secular policy which minimizes the role
of Islam in the public and political life of the
country.

As a consequence, there is no special sta-
tus for Islamic banks in Azerbaijan. Therefore,
for all official documents, Kausar Bank, the
only Islamic bank in the country at the mo-
ment, is apparently a typical traditional bank.
Kausar Bank was one of the first commercial
banks in Azerbaijan, being licensed under the
Soviet Union in 1988. Until September 2001 it
was known as the Universal Bank. On October
21, 2002, the National Bank of Azerbaijan is-
sued a new license to Kausar for all types of
banking activities. Nevertheless, Kausar Bank
is recognized by the world Islamic banking
community as an Islamic bank. The Bank is
a member of the General Council for Islamic
banks and financial institutions and the Ac-
counting and Auditing Organization for Is-
lamic Financial Institutions (AAOIFI). It offers
its customers only four Islamic banking prod-
ucts: 1) opening and maintaining an invest-
ment account based on the mudaraba mecha-
nism; 2) business crediting in accordance with
the mechanism of musharaka, 3) lending to
individuals and legal entities by buying and
selling bills that are analogues of Islamic su-
kuk bonds; and 4) financing the purchase of
cars, household appliances, etc. though the is-
tisna and ijarah mechanisms. Due to restric-
tions in Azerbaijani law concerning the trade

activities of banks, the mechanism of mura-
baha cannot be used by Kausar Bank.

Like Azerbaijan and Kyrgyzstan, Tajiki-
stan has also performed well in its gover-
nance score, and is positioned above Russia
in overall Islamic Finance ecosystem qual-
ity. The law on Islamic banking in Tajikistan
came into force in August, 2014. Soon after
that, in 2015 Tajikistan Development Bank
tried to become a full-fledged Islamic bank
with the support from IDB. These plans did
not bear fruit, even though Tajikistan has con-
sistently proved its serious plans for develop-
ing its Islamic Finance industry. In Febru-
ary 2017, it was announced that the National
Bank of Tajikistan (NBT) planned to establish
the Consultative Council for Islamic Bank-
ing Services for the purpose of introducing
Islamic banking in Tajikistan4?. The govern-
ment also has plans to allow sukuk transac-
tions#*3. In March 2018, it was announced that
the National Bank of Tajikistan was speeding
up the process of introducing Islamic bank-
ing; in particular, regulatory legal acts were
being developed in order to license Islamic
credit organizations#4.

Uzbekistan and Turkmenistan have room
for development in terms of attracting Islamic
financial capital and upgrading their legisla-
tion. To date, among Islamic institutions, only
IDB has implemented several projects sup-
ported by Islamic finance. This organization
plays the role of a donor operating through
established scheme of development programs.
Historically, Turkmenistan joined the IDB
group in 1994, while Uzbekistan was the last
to join, in 2003. Since then, the IDB group has
provided funds worth more than half a bil-
lion USD to both countries. Most funding has
been directed into the transportation and en-
ergy sectors4s. See 9.11 Islamic Finance sec-
tor score breakdown by country and by metric
categories, 2017.

Russia claims that “Participatory Bank-
ing” is not important for the country. In 2015,
a working group on participatory banking was
established and, soon afterwards, the Bank of
Russia adopted a 2-year Activities Plan (a road
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map) for the development of Islamic financ-
ing in the Russian Federation. It covers key
aspects of partnership banking: legal, regula-
tory, educational and others, and provides for
a set of activities aimed at exploring the pos-
sibility of introducing partnership banking
services in Russia. However, recent develop-
ments at the federal level may give the im-
pression that Russia is drifting away from the
Islamic economy. On March 9, 2017, the Rus-
sian State Duma (lower house of parliament)
rejected a Bill that would let Islamic banking
fully and legally operate in Russia%®. Almost
a decade ago, due to identified violations, the
only bank in Russia that used Islamic tech-
nologies, the Badr-Forte Bank, had its license
revoked. It had operated since 1991, and began
using Islamic methods of financing in 1997.
With the assistance of Badr-Forte Bank, in
December 2005, the consumer society “Man-
zil” (“Fireside”) was registered in Moscow.
The main goal of the company's activities was
the implementation of a Halal housing pro-
gram enabling acquisition of housing offered
by the society through the mechanism of di-
minishing musharaka. This initiative also
failed soon after its establishment due to the
lack of understanding among potential cli-
ents and a lack of the necessary specialists.
Since then, many other Islamic banking or-
ganizations have been set up, but most even-
tually closed down: Amal Financial House, a
subsidiary of Bulgar Bank in Yaroslavl, lost
its license in 2017, Ellips Bank in Nizhniy
Novgorod and Express Bank in Dagestan, es-
tablished in 2011, were also deemed as ineffi-
cient and were liquidated in 2013%’.

In August 2014, the Association of Rus-
sian Banks sent a letter to the central bank
suggesting that the promotion of Islamic fi-
nance would support economic activity and
attract investment from the Middle East and
Southeast Asia®. In the absence of a legisla-
tive basis at federal level, Russian banks will-
ing to develop Islamic financial instruments
are forced to work in Islamic-friendly regions
or neighbouring countries. Since 2017, Sber-
bank has been mentioning that it wants to

develop Islamic banking in Kazakhstan. As
explained by the press service of the bank,
Kazakhstan can be unequivocally regarded as
one of the promising markets for the devel-
opment of partner banking in the CIS. Sber-
bank also notes that the presence of a legis-
lative base in Kazakhstan, the activity of the
Astana International Financial Center and the
presence of a subsidiary bank in the Kazakh
market all create favourable conditions for the
launch of such project. Sberbank believes that
in addition to the demand for Islamic finan-
cial products and services, Kazakhstan has
a developed client segment which is grow-
ing steadily. The organization added that at
the initial stage it is considering products for
the corporate segment only. Currently, work
is under way on products for the development
of medium, small and individual entrepre-
neurship; schemes are being structured to at-
tract direct investment in project financing.
Sberbank acts consistently towards develop-
ing partnership banking, having already con-
cluded the first Islamic financial transaction
on leasing in Tatarstan in 2017. In February
2018, Sberbank announced that its project
on Islamic finance will be given a new impe-
tus and that it will open “Islamic windows”
in Russia sometime this year. Before that, de-
posit products by Islamic banking standards
will be tested by Sberbank in the capitals of
Tatarstan, Chechnya and Bashkortostan#.

As seen from the experience of the Ka-
zakhstan, Kyrgyzstan and Azerbaijan, gov-
ernment commitment and international tech-
nical, financial and educational support are
crucial factors for successful development of
Islamic Finance sector in Eurasian countries.
Assistance from IDB illustrates this. Expan-
sion of the Islamic financial industry is one
of the nine key strategic thrusts of IDB%°. In
pursuit of this goal, IDB is actively involved
in development of Islamic Finance in Central
Asian member countries though three major
channels: technical assistance, operational
support, and research and training.

For instance, on January 9, 2007, an
agreement on technical assistance was signed
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Sberbank

Founded in 1841, Sberbank is today the largest bank in Russia, and one of the largest companies in the country.
It holds 28.9% of Russia’s aggregate banking assets (as of January 1, 2018), with 60% of Russian population
using its services on a regular basis. It is also a Top 5 Russian employer. Sberbank is made up of a network of
14 regional banks, with 14,200 branches across the country. Outside Russia Sberbank has subsidiary banks,
branches and representative offices in the CIS, Central and Eastern Europe, Turkey, the UK, the United States
and other countries.

The majority shareholder and founder of Sberbank is the Central Bank of Russia, which owns 50% of the share
capital plus one voting share. The rest of the Bank’s stock is held by international and Russian investors. In 2017,
Sberbank adopted its Strategy 2020. This new business development strategy is focused on the implementation
of initiatives that will take Sberbank to the next level and ensure its ability to compete with global technology
companies while remaining the bank of choice for retail customers and businesses.

Sberbank is responding promptly to market demand. Analysis of research results and information obtained

from representatives of various sectors of the economy paints a clear picture of a specific client segment in

the Russian market. This is one which prefers banks that offer products and services which correspond to the
ethical values of the client. Moreover, Sberbank sees in the instruments of Islamic finance a good opportunity to
access all sectors of the Islamic economy. For Sberbank this is also an additional tool for diversifying funding
sources (in this case - from the Middle East, Asia and Europe). Moreover, individual Islamic finance products help
develop medium and small businesses, and venture entrepreneurship, thus empowering the domestic producer.

Sberbank experts participate in the working group under the Bank of Russia and in the State Duma. In
Sberbank’s view, now, when it is necessary to finalize the legislative base, it is necessary to cooperate more
closely with the Islamic Development Bank (IDB). As part of the activity within this working group, Sberbank
has also worked with the Islamic Corporation for the Development of the Private Sector and other related
bodies. Together with the IDB, they are developing a road map for the introduction of partnership banking and
related financial services in Russia. The first steps in this direction have already been taken: the Russian Central
Bank, Vnesheconombank and Sberbank have signed memorandums of understanding and cooperation with the
IDB for the development of partnership banking in Russia. Sberbank cooperates well with its colleagues from
Vnesheconombank, which is more prominent in public-private partnership (PPP) projects. Similarly, the IDB
mainly aims at PPP and it is interested in financing large infrastructure projects of national importance.

At the initial stage, Sberbank proposed an integrated approach to changing legislation. However, this requires
detailed revision of the Civil Code, tax and banking legislation, and the finalization of regulation for the
securities market. Undoubtedly, in order to build a fully-fledged working model of partnership banking, it will be
necessary to have definitions of partnership financing in the Civil Code, as well as rules for market regulation
that will allow Sberbank to offer products and services that meet generally accepted international standards.
However, to ensure progress in this area of development, Sberbank has decided to launch a number of pilot
projects simultaneously.

At the IX International Economic Summit "Russia - Islamic World: KazanSummit-2017" Sberbank announced
the successful structuring of a pilot deal with a leasing company in the Republic of Tatarstan. Structured by
Sberbank, the Islamic finance products of Mudaraba and Kafal received certificates of compliance with the
AAOIFI standards (Organization of Accounting and Audit of Islamic Financial Institutions) from the Sharia
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Review Bureau. Thanks to the synthesis of these two products that the bank has a unique opportunity to
finance the transaction within the framework of current legislation, yet without violating the standards of
Islamic finance. The funds allocated to the leasing company were used to finance customers who have been
evaluated by the bank. Thus, the bank participated not just as a creditor, but also in the assessment and
distribution of risk between the bank and the leasing company. The size of the first tranche was not significant,
but the experience gained by the Sberbank team will be important for further development.

At this stage to promote partnership financing Sberbank is looking for ways to adapt individual products

and services to existing legislation. The first results have been the above-mentioned pilot deal with leasing
companies in the Republic of Tatarstan (25 million rubles) and a financing deal for the Russian grain exports to
the Middle East ($ 30 million). They will help Sberbank to acquire experience, build processes, and test both its
products and internal procedures.

Moreover, in late April 2018, the Bank of Russia announced the launch of a "regulatory sand table" for testing
banking products and services using innovative financial technologies. Sberbank submitted a proposal to use
this platform to test products and services of Islamic finance.

Sberbank is also ready to act as a strategic partner for Russian companies in creating new markets. By
accumulating expertise in the field of Islamic finance, Sberbank is ready to provide consulting services in the
area of certification of products and services for export to international markets. Sberbank notes the potential
demand for such services in the areas of halal food, tourism and pharmaceuticals.

Sberbank pays special attention to the formation and development of information channels, both for its
partners and its clients. The Bank takes an active part in conferences, seminars and forums. Since 2015,
Sberbank has been a participant in the Kazan Summit. Within its framework, a business breakfast was

held every year. This has turned into a business platform, where representatives of the public sector, banks
and entrepreneurs establish communication and discuss opportunities. In 2017, Sberbank together with the
International Association of Islamic Business held the first Russian-Islamic Economic Forum on the site of the
Corporate University of Sberbank. Its main goal was to convey to the private sector a conceptual program for
the development of Islamic finance in Russia, to share news and to present new projects and digital solutions.
Sberbank intends acting as a driver of Islamic finance in Russia. Special attention is being given to the project
to develop an educational program for Islamic finance at the Corporate University of Sberbank. As part of this,
the bank's specialists will share their theoretical and practical skills with colleagues. Sberbank plans to scale
this educational program up to the market.

The greatest interest in Islamic finance products comes from the Republics of Tatarstan and Bashkortostan
and the Chechen Republic. In these regions, there is a greater interest in the retail segment and SMEs. Market
trends make it necessary to rethink the approach to investment policy with the result that, as of now, investors
are not interested in creating portfolios or conducting trading operations behind which there are no real assets.
The Russian market for Islamic finance is still in its infancy. Market participants are waiting for the reaction of
the regulator. Thus far, real results have been obtained only by Sberbank. Once other banks take an interest, the
development of partnership banking could be rapid.

Source: Sberbank
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between the Kyrgyz Republic and the IDB pro-
viding for the allocation of a grant to the Re-
public of 170,000 Islamic dinarss* (255,000
USD) for the purchase of the necessary equip-
ment, training and consulting services for
EcoBank employees and other needs. At the
end of August 2007, a framework agreement
was concluded between Bank TuranAlem
(BTA) of Kazakhstan and IDB, which provid-
ed funding for BTA Bank projects in the field
of small and medium-sized businesses using
the mechanisms of istisna and murabaha. In
total, the bank managed to borrow $250 mil-
lion. The largest Islamic financial institu-
tion investing in Azerbaijan remains the IDB.
Since the beginning of its cooperation with
the country in 1992, the volume of invest-
ments by the IDB has reached $ 300 million.
At the same time, 25% of the total investment
was directed to financing the agricultural sec-
tor, and one third to improving the road and
transport infrastructure, the development of
small and medium-sized businesses, and im-
proving the living conditions of economically
active migrants.

Furthermore, additional legislative
amendments are needed in Eurasian coun-
tries, especially Russia, Azerbaijan, and Ka-
zakhstan. In Kazakhstan, it is obvious that the
introduction of amendments to the current
insurance legislation would greatly acceler-
ate the development of Islamic insurance in
the country, but for some reason, amendments
to the banking and insurance legislation to
bring it in line with the Sharia were not ac-
cepted in a single package. Similarly, the lack
of legislation acceptable to Islamic banks and
the disapproving attitude to Islamic banking
displayed by regulators hamper the initiatives
of Azerbaijani banks towards applying Islam-
ic financing methods. For example, in October
2007, the Bahrain International Investment
Bank (IIB) acquired a 49% stake in the Azer-
baijani Amrakhbank. Shortly after acquiring
Amrahbank, the IIB leadership announced
plans to transform it into a fully-fledged Is-
lamic bank offering a wide range of Islamic
banking products. However, these intentions

have not been realized because of uncertainty
with the legal regulation of an Islamic bank.
Meanwhile, on the bank's website, in the sec-
tion “Islamic banking”, it states that Amrakh-
bank plans to offer its clients Islamic banking
services in the near future.

That is why, despite the fact that Islamic
Finance is the main pillar of the global Islam-
ic Economy, our opinion is that the primary
drivers of the Islamic Economy in Eurasia are
the Food and Fashion industries. These in-
dustries do not need much regulatory adjust-
ment from government and they are less “po-
liticized”. We believe that the Islamic Finance
sector will adjust to this as the first two sec-
tors (Food and Fashion) evolve and bring in-
creasing demand for financial products.
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In general, the Eurasian region has all pre-
requisites for the development of an Islamic
economy:
+ Belt and Road Initiative
- Large Muslim population and strong
presence of Islam in the region
+ Evolving certification of Halal practices
« Growing awareness of topics related to
the Islamic economy
« Spread of internet and IT technologies

Below we will discuss each factor in more
detail.

Islamic economic
ecosystem category:
Institutions

5.1 Belt and Road Initiative

China’s “One Belt One Road” initiative can be
viewed as an Islamic Economy initiative be-
cause 1) it is aimed at developing China’s west-
ern province, Xinjiang, which has a large Muslim
population (Uighurs), and 2) the initiative touch-
es many countries, including Islamic states and
Eurasian states with Muslim populations.

China’s “One Belt One Road” initiative
will span 68 countries and will provide a fur-
ther impetus for the development of Islamic
finance, mainly through financing infrastruc-
ture projects. Importantly, ongoing projects
are expected to require major funding and Is-
lamic finance may be utilized to fill this gap.
Especially interesting in this regard is the in-
frastructure sukuks>.

The China-led Asian Infrastructure In-
vestment Bank (AIIB) has already attracted
$100 billion in capital from 56 shareholder
countries. China’s ambitious BRI development
framework, has accelerated economic activity
in the region through large initiatives such as
the China-Pakistan Economic Corridor (CPEC)
and the Bangladesh-China-India-Myanmar
(BCIM) Economic Corridor. For instance, ac-
cording to Thomson Reuters and DinarStan-
dard, in 2017 Pakistan was in 6% place in the
GIEI ranking due to its Halal Food sector’s
strong performance after it was boosted by
the China-backed BRI initiative activities.

For most Eurasian states, (Kazakhstan,
Kyrgyzstan, Tajikistan, Uzbekistan) the limit-
ing factor in trade is being land-locked and
their geographic distance from sea routes.
Fundamental to their trading capability is
the development of rail networks that link
the countries to Russia and China. However,
the development of Gwadar Port in Pakistan,
and the development of a Chinese silk trad-
ing route that goes through Eurasian states,
will give them indirect access to the sea. As of
2014, the Chinese government also launched
the Silk Road Fund, which has over $40 billion
of planned foreign investments in infrastruc-
ture projects across Central Asian countries.
The Belt and Road initiative will facilitate
the active development of transit flows from
Southeast Asia to Europe and Central Asia via
Lianyungang Port. This port will also have a
major impact on the formation of the Trans-
Eurasia transit system as well as the Kazakh-
stan-Turkmenistan-Iran railway corridorss.

Turkmenistan has benefitted from new gas
pipelinestoChinaandIran.Inthenearfuture,the
Turkmenistan-Afghanistan-Pakistan-India
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(TAPI) pipeline will further support natural
gas exports with a capacity of 33 billion cubic
meters of natural gas a year from Turkmeni-
stan to Afghanistan, Pakistan and India over
30 years.

In Uzbekistan, BRI will target nearly
7,000 km of railways, roads, airports, ports,
waterways and pipelines and this will un-
leash its potential to become a sizeable player
in the global Halal food industry. Uzbekistan
has significant potential as a Halal food pro-
ducer, but it must invest in its railways to en-
sure access to Russia and China. Once the fun-
damental trade infrastructure is in place, the
country can address demand for Halal, start-
ing with its neighbourss4.

Still many hindrances in logistics remain
to limit the growth of trade in Halal products,
including the high cost of investments in
track-and-trace technology and the absence of
clear standards and guidelines. The require-
ments of Halal must be observed through the
whole value chain of Halal products: from
farm to fork, including for instance Halal
storages (keeping Halal products separately
from non-Halal ones). If building general in-
frastructure is a capital-intensive project that
has to be handled by governments, Halal-ori-
ented logistics is an attractive potential niche
for private companies.

More information on BRI and ongoing
projects in Eurasia can be found in our report
“Geo-Economics of Eurasian Heartland” that
is available online on Skolkovo IEMS website.

5.2 Evolving certification of Halal

According to ITC Trade Map data, 78% of the
$415 billion certified Halal food and beverage
industry is from non-OIC countries, indicat-
ing that source countries require a robust Ha-
lal certification systems3s.

The harmonized legislative base of the
Eurasian Economic Union (EAEU) member
countries®® distinguishes mandatory com-
pliance of products with the requirements of
technical regulations and voluntary declara-
tion, or confirmation, of conformity of product

requirements to different standards (interna-
tional, regional, state, foreign, standards of or-
ganization, technical conditions). The existing
technical regulations of the Customs Union
do not regulate certification of Halal products,
which is conducted on a voluntary basis. All
EAEU countries are members of FAQ, so they
can apply for certification of Halal products of
the requirements of CAC / GL 24-1997 “Gen-
eral guidelines for the use of the Arabic term
“HALAL’ (“PERMITTED”), developed in a joint
FAO-WHO programs on food standards “Com-
mission” of Codex Alimentarius”. Also, other
standards for certification of Halal products
may be applied within EAEU countries, as well
as the development of individual state stan-
dards and standards of organizations. For ex-
ample, the Kyrgyz Republic developed two na-
tional standards; the Republic of Kazakhstan
also has two state standards; and the Russian
Federation has one standard for Halal prod-
ucts. One of the main challenges in this re-
gard is having the local certification accepted
in importing countries. To tackle this problem,
many countries such as Azerbaijan initially ad-
vised their producers of Halal goods to get cer-
tificates from internationally recognized bod-
ies or directly in the country of destination.

Russia has developed several systems of

certification of Halal which are registered in
Rosstandart:

1) In order to develop Halal production,
in 2007 the Council of Muftis of Rus-
sia created the International Center
for Standardization and Certification
(ICSC) “Halal”. It certifies wide range of
food and services, equipment, cosmet-
ics and personal care products, as well
as medications. Since January 2015, it
has become a full member of the World
Halal Council (WH(C), accredited to a
number of specialized agencies in the
Middle East and North Africa, such as
the Ministry of Environment and Water
Resources of the United Arab Emirates,
and the General Organization of the
Veterinary Service of Egypt. According
to information from the official site of
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ICSC “Halal’, its certificate enables the
export of Russian producers to the coun-
tries of the Muslim world. At the end of
2017, according to their official website,
certificates had been received by more
than 160 enterprises. More than 20 Rus-
sian companies have already exported
their products to such Muslim countries
as Saudi Arabia, the United Arab Emir-
ates, the Islamic Republic of Iran, Jor-
dan, Egypt, Bahrain, etc.

2) Another Halal Certification Center, the
Halal Committee under the Spiritual
Directorate of the Muslims of the Re-
public of Tatarstan (SDM of RT), be-
came an associate member of the Ha-
lal World Council in 2014. Its voluntary
certification of Halal products allows
the products of Russian enterprises
from meat to medicines to be officially
recognized at state level in OIC coun-
tries if they are properly controlled by
the Halal Standards Committee at SDM
of RT, with subsequent certification by
the Republican Certification Method-
ological Center “Test-Tatarstan” and
the certification bodies authorized by
it58, As of December 2017, the Commit-
tee of Halal standard at the SDM of RT
has certified more than 140 enterprises.

In total, more than 300 Russian enter-
prises, entrepreneurs and organizations pro-
duce products in accordance with the require-
ments of Halal. Among them are large meat
processing plants and poultry factories, in-
cluding Prioskolye (more than 4,500 tons of
poultry per year), Chelny Broiler (more than
5,000 tons per year), Elinar Broiler, Ekol (more
6,500 tons of meat of large and small cattle),
Resurs, SAFA, Evrodon group of companies,
Halal-Ash, as well as poultry farms Ak Bars-
Pestretzi, Ravis-Sosnovskaya, Yasnye Zori,
Belaya Ptitsa, Pavlovskaya, Turbaslin Broil-
ers, Maikop Poultry Factory and others.

In terms of the certification of Halal, we
observe a positive trend. According to Alexey
Khersontsev, the head of Rosakkreditatsiya,

Russia intends to become a participant of
the International Halal Accreditation Forum
(THAF)®, which will allow Halal products to
be exported to Islamic countries without dou-
ble tests (in Russia and also abroad). Partici-
pation in the THAF will allow Russia's acces-
sion to an agreement on mutual recognition
within the International Laboratory Accredi-
tation Organization (ILAC). This will confirm
compliance of the Russian accreditation sys-
tem with international standards.

In Kazakhstan, the certification of Halal
is voluntary, but to comply, Halal products in
Kazakhstan, international, regional and for-
eign standards that meet the requirements of
Article 24 of the Law of the Republic of Ka-
zakhstan “On Technical Regulation” may be
applied.

In Kazakhstan, there are two state stan-
dards for Halal products:

« ST RK 1632-2007 “Tourist and excursion

equipment. Hotel “Halal”

« ST RK 1353-2005 “Sausages cooked Halal”.

The Technical Regulation Committee
of the Ministry for Investments and Devel-
opment of Republic of Kazakhstan provides
technical regulation only in the field of food
safety, and not Halal requirements.

To date more than 600 companies have
been certified. In Kazakhstan Halal products
are certified by the following organizations:

1) Department of standardization of the
Halal products of the Spiritual Board of
Muslims of Kazakhstan (SBMK);

2) “Halal Damu” LLP. In May 2017 it be-
gan work on accreditation in JAKIM®.
According to the register on its website,
it certified 138 companies.

3) An association of legal entities, called
the “Halal Industry Association of Ka-
zakhstan”, was established in 2006.
It has accreditation in JAKIM, which
means recognition of the certificates of
this association in Malaysia and other
countries. According to the register on
the site, 164 companies are certified by
the association.
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The systems of voluntary certification of
Halal products in Kazakhstan have not yet
been recognized in foreign markets. The Halal
accreditation bodies in Kazakhstan are current-
ly applying for membership of IHAF¢2. For the
time being, when exporting to Arab countries,
Kazakh producers have to negotiate the issue of
recognizing Kazakhstan certificates for Halal
products with the importer or pass certification
by the state control bodies of these countries.

Kazakhstan has already taken notable
steps towards becoming a key player in the
Halal food industry. It is home to over 600
Halal businesses, plus 130 dedicated slaugh-
terhouses catering to its Muslim population®s.
The National Agribusiness plan also encour-
ages the expansion of domestic meat compa-
nies, which led Aktepa Company, a domestic
Halal meat processor, to open a Halal-certified
plant in 2015%. Today, 30% of all meat sold in
the country is classified as Halal.

According to the report, in 2015, Kazakh-
stan ranked 5 in attractiveness for Islamic in-
vestments among 57 countries members of the
OIC. Taking into account that the oil and min-
ing sectors are hard to enter for new foreign
players, agriculture and food processing might
be an acceptable alternative to start with. For-
eign companies, including those from the OIC,
have begun to look for opportunities in the Ha-
lal industry in Kazakhstan. Malaysia-based
Mardi Holdings, for example, is planning to in-
vest in a range of Halal production facilities in
Kazakhstan in the near future, due to Kazakh-
stan’s promising position as an export mar-
ket. Kazakhstan-Malaysia collaboration in the
sphere of certification of Halal will be further
enhanced through close cooperation with the
Halal Development Corporation (HDC), its visit
to Kazakhstan is expected in 2018.

The umbrella brand “HALAL KAZAKH-
STAN” was presented for the first time at the
specialized exhibition “HALFEST ASEAN
2017” in Kuala Lumpur.

Unfortunately, there is a problem with
the uncontrolled Halal market in Kazakhstan.
There is no single body that has both the au-
thority and knowledge to control the producers

and sellers of products with the brand “Halal”
in terms of their authenticity and compliance.
It is a common situation when a product with
the label “Halal” in fact fails to meet neces-
sary requirements of Halal standards.

In Kyrgyzstan, there is likewise no body
that monitors compliance with the standards
of Halal. There are no punishments for offend-
ers. Under the Ministry of Economics there
is a special Halal department, which official-
ly monitors compliance with the established
standards of Halal, but in fact does not have
the authority to do so.

Moreover, there are two religious bodies
that compete with each other in terms of cer-
tification of Halal. The Islamic Center for Reli-
gious and Scientific and Medical Research ex-
ists under the Ministry of Economy and applies
the Malaysian (KMS MS 1500: 2011 “Guide-
lines for the production, production, processing
and storage of Halal products”) and the Turk-
ish (KMS TS OIC / SMIIC 2: 2011 “A Guide for
Halal Certification Bodies”) standards of Halal.
Another body, the Spiritual Board of Muslims
of Kyrgyzstan (SBMK), supports the Eurasian
standard of Halal. According to the Eurasian
standard, horsemeat, the use of which is wide-
spread in Central Asia, is entirely permissible
while in other Muslim countries the use of
horsemeat is unacceptable.

The Ministry of Economy has also pub-
lished a “Development Concept of Halal Indus-
try in the Kyrgyz Republic”, with the aim of or-
dering the certification system, and developing
the production and export of Halal products.

Before 2012, Azerbaijani companies ap-
plied to GIMDES, the association for the cer-
tification and control of food and consumer
goods which has been operating since 2005
in Turkey, to confirm the compliance of their
products with Halal standards.

The State Committee for Standardization,
Metrology and Patents (SCSMP) of Azerbai-
jan has approved three standards, which came
into force on August 1, 2012:

1) AZS 372-2012 Meat products “Halal”.

Production, transportation, storage and
realization of general requirements
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2) AZS 386-2012 (CAC/ GL 242012) Halal
“general rules for the use of the term”

3) AZS 7312012 (OIS / SMIIC1: 2011) “Ha-
lal food. General requirements”.

These standards define the general re-
quirements for the production, transporta-
tion, storage and sale of Halal meat products,
general rules for the use of the term Halal,
and general requirements for Halal food stan-
dards. The requirements of all three stan-
dards are mandatory. They were developed by
the Azerbaijan Institute of Standards.

In 2014, the SCSMP of Azerbaijan ap-
proved a further state standard, AZS 757-2014
“Halal Products Certification Rules”. This reg-
ulates the certification of “Halal products”
and the rules for the provision of certificates
of conformity for these products. According to
the standard, the client must apply to an ac-
credited certification body for certification of
“Halal products”. It should be noted that Azer-
baijani Halal standards fully comply with the
established standards of the OIC.

In accordance with the requirements of
the legislation of Azerbaijan, enterprises that
are not certified on the basis of AZS 731-2012
but have the word “Halal” on their products,
will be punished by the State Committee for
Technical Regulation and Standardization.
The purpose of these measures is to protect
consumer rights, prevent unfair competition
and strengthen consumer confidence in the
domestic market.

There is one accredited certification body
for Halal products in Azerbaijan, AzeSERT
HALAL LLC. As a part of capacity building,
AzSert employees were sent to India, Ger-
many, Austria, the Czech Republic and the
Russian Federation to monitor the process
of slaughtering animals and using other raw
materials (meat products, ingredients, food
additives, chemical agents, packaging and la-
belling materials), which are part of the basic
requirements of the standard.

To date, in Azerbaijan, twelve certified
enterprises produce Halal products of 40

types.

Starting from 2016, when President Shavkat
Mirziyoyev came to power in Uzbekistan, the
country has set a course for expanding its infra-
structure and enhancing its trade capabilities,
including development of the Halal segment.
Uzbekistan’s Halal food industry has a consid-
erable potential for growth, underpinned by
three strong demand drivers: a growing Mus-
lim population which increases demand for Ha-
lal food and beverages; an increasing number
of Muslim tourists; and untapped trade oppor-
tunities with the OIC countries. Muslims, being
the majority of Uzbekistan’s population, spent
$10.4 billion on food and beverage in 2015, and
are expected spend not less than $20.4 billion
in 2021, based on 14.4% CAGR according to Di-
narStandard analysis.

Uzbekistan is capable of attracting more
Muslim visitors thanks to its rich Islamic his-
tory. Currently, there are almost 2 million
international visitors, 14.9 % of them being
Muslims coming from the largest source mar-
kets, which are Turkey (18,166 visitors), fol-
lowed by Russia (3,305), and India (1,645), ac-
cording to a survey undertaken by National
Tourism Entity Uzbektourism in conjunction
with the UNWTO.

Uzbekistan has substantial opportunities
to export food and beverage products to OIC
countries, but these opportunities are current-
ly unexploited. To illustrate the situation, ag-
riculture is a critical segment of Uzbekistan’s
economy, accounting for 18.8 % of GDP in 2015.
Production of meat accounts for 40.7 % of total
agricultural output or $5.9 billion in 2015, and
is expected to reach $7.5 billion in 2020 with
5 % CAGR®. However, Uzbekistan exported
$3.2 million worth of meat and live animals in
2015, of which only $32,000 was meat exports;
$3.1 million was live animal exports. The larg-
est destination markets for Uzbekistan’s live
animal exports in 2015 included Kazakhstan
($831,000) and Turkey ($368,000)%".

The vast opportunities for exporting ag-
ricultural products, especially meat, from Uz-
bekistan are limited by shortcomings in certi-
fication of Halal. Uzbekistan-based Halal cer-
tification bodies are not recognised by any of
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the big certifiers such as Malaysia’s JAKIM
or Indonesia’s MUI. There is no formal Halal
certification in Uzbekistan, although the exis-
tence of local certification bodies remains un-
verified. To date, the Halal standard has not
been adopted in Uzbekistan. Uzbek companies
receive Halal certificates from the Interna-
tional Center for Standardization and Certifi-
cation “Halal” (Russia).

On March 24, 2011, the Uzbek Agency
for Standardization, Metrology and Certifica-
tion informed the producers of meat and milk
products of Uzbekistan about the ban on the
use of the “Halal” mark on the labels, as in
the regulatory documents for the products
produced in Uzbekistan there are no require-
ments for labelling products with the “Halal”
logo. Such labelling is not allowed because it
is not reliable and not documented, which can
lead to violations of the law “On Protection of
Consumer Rights”.

The issue is a hot topic in the country. In
the period from 1 to 3 November 2016, rep-
resentatives of the Agency “Uzstandard”
took part in the work of the 527 meeting of
the Scientific and Technical Commission for
Standardization and the 35™ meeting of the
Working Group on Information Technologies
of the Interstate Council for Standardization,
Metrology and Certification held in Bishkek
(Kyrgyz Republic). One of the issues discussed
by the experts was the standardization of Ha-
lal products.

In March 2013 Tajikistan officially intro-
duced Halal standards for food products, with
an appropriate logo. The standard adopted
takes into account the growing needs of the
population, since the absolute majority are
Muslims. When developing the standards, the
experience of Turkey, Kazakhstan and Malay-
sia was studied. Employees of the Agency for
Standardization of Metrology received diplo-
mas from international educational institu-
tions in Malaysia, Turkey and India.

With the adoption of standards and norms
for Halal food products, there is a need to intro-
duce changes and additions to the law of Tajiki-
stan which provides for a certain responsibility

of producers in cases of using the “Halal” brand
without confirmation by the certification body
(for misleading Muslims, for deception, for vio-
lating laws on competition, etc.).

Tajikistan producers have a big poten-
tial to export their products to OIC countries.
Nowadays, many producers of fruits and nuts,
canned food and juice nectar, dried fruits and
legumes have HACCP Food Safety Manage-
ment System certificates.

Certification of Halal products in Armenia
is not regulated by national technical regula-
tions and can be carried out on a voluntary
basis based on compliance with various stan-
dards. Some Armenian producers of Halal
products prefer Certificates of proven Russian
certification organizations, such as the Inter-
national Center for Standardization and Cer-
tification “Halal” of the Council of Muftis of
Russia.

Limited Liability Company “STANDARD
DIALOG” was established in 2009 in Yere-
van. In the same year, it established and had
accredited a testing laboratory for food prod-
ucts and certification. This company provides
Halal certification for companies that operate
in Afghanistan, Iran, Iraq, Armenia, Georgia,
Kazakhstan, Kyrgyzstan, Tajikistan, Turk-
menistan, Ukraine, and Uzbekistan.

In March 2017, the first Armenian certifi-
cation office of the organization “World Halal”
opened in Yerevan. Initially, it certified prod-
ucts for export to Iran, now it aims at assess-
ing the conformity of Armenian products to
the requirements of the OIC, contributing to
the growth of demand for Armenian products,
an increase in the tourist flow, and entry into
new markets. To date, the Armenian certifica-
tion office has issued certificates of Halal for
two slaughterhouses: “Golden Ax” and a com-
pany in Kapan.

According to the Embassy of Armenia,
there is a slaughterhouse in Arzni village (Ko-
tayk region) that provides meat products -
00O Voske kazin.

In June 2017, Armenia signed a Memoran-
dum of understanding with Iran, which agreed
to provide technical and expert assistance to
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Armenia, including an exchange of informa-
tion on the legal framework for food and non-
alcoholic production. There were also semi-
nars on the control of production based on
Halal standards; how to conduct audits and
assessments of conformity of production to
Halal standards; sharing of information on
internal market of both countries; the imple-
mentation of joint projects; and providing Ha-
lal marking in Armenia.

There is no formal procedure of Halal cer-
tification in Georgia. Some Georgian compa-
nies have certificates of Halal from interna-
tional certification bodies such as the Islamic
Food Research Centre (IFRC) which is a cred-
ible Hong Kong-registered Halal certification
body operating in Malaysia. IFRC is an active
member of the World Halal Council (WHC), a
federation of global Halal certifiers and also
has received recognition from the Islamic Re-
ligious Council of Singapore (MUIS), the gov-
ernment Halal authority®®. Having a certifi-
cate of Halal is not a requirement in Georgia,
but a business decision for export-oriented
firms. For instance, fruit and vegetable pro-
cessing and growing company, Aroma Prod-
uct Ltd.*%, which exports its products to over
30 countries in the world, has a certificate of
Halal from IFRC, along with a Kosher certifi-
cate and an Organic certificate”.

Turkmen entrepreneurs are interested in
developing the Halal dimension. In 2017, a
family-owned Turkmen company called Taze
Aye announced plans to export its Halal and
other products to neighbouring countries. To
help accomplish this, it received debt financ-
ing from the European Bank for Reconstruc-
tion and Development totalling 4.5 million
US Dollars. Its Halal meat production cur-
rently represents 12% of its total production?*.

Now dozens of Turkmen enterprises op-
erate in strict accordance with internation-
al standards ISO 9oo1, HACCP, FSSC 22000
and others, and find it is useful to adhere to
Halal certification as well”2. There is an un-
derstanding that certification in accordance
with the requirements of the Halal standard
is an important aspect in the production of

high-quality products and increasing the ex-
port potential of Turkmen goods. Representa-
tives of the Turkmenistan business commu-
nity attend international and regional events
dedicated to the Halal industry in order to
share the experience of foreign colleagues
and assess the prospects for the development
of national Halal” industry.

Islamic economic
ecosystem category:
Human capital

5.3 Muslims in Eurasia

The Muslim community in Russia compris-
es approximately 20 million people (~15% of
total population)’s. The Republic of Adigeya,
the Republic of Bashkortostan, the Republic of
Dagestan, the Ingush Republic, the Karatchae-
vo-Cherkessian Republic, the Republic of
Northern Ossetia-Alanim, the Republic of Ta-
tarstan and the Republic of Chechnya are the
regions in Russian Federation where the ma-
jority of Muslims live. Nonetheless, a large
number of Muslims - about 3 million peo-
ple - reside in the capital, Moscow. Unofficial
estimates of the number of Muslims in Rus-
sia ranges from 25 million’s to 36 million (one
fourth of total population)”°.

200,000 Muslims praying during Kurban
Bairam (Eid al-adha) in Moscow, Russia, Sep-
tember 2017.

Fellow-feeling and brotherhood with the
rest of the world’s Muslims are also character-
istic of Muslims in Russia. For instance, three
days after the Kurban-Bairam celebration
in September 2017, a demonstration by Rus-
sian Muslims was organized in front of the
Myanmar embassy in Moscow to protest the
“massacre of Muslims” and the world’s silence
about it. On September 4, 2017 a similar dem-
onstration supporting Muslims in Myanmar
was organized in Grozny, Chechnya. About
1.1 million people took part.
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Islamic Russia

Russia is getting more and more connected to the Islamic world. It has a large and growing Muslim population
and migrants, and intensifying relationships with Islamic countries on various levels. Here we explore two different
archetypes of the Islamic economy in Russia — Tatarstan and Chechnya.

TATARSTAN: ISLAMIC HEARTBEAT OF RUSSIA

The internal republic of Tatarstan is the 6™ largest region of the Russian Federation in terms of its economy’s size by
gross regional products. It has a population of 3.9 million people. The main city, Kazan, is considered the third capital
of Russia, and is called the Muslim capital.

The president of Tatarstan, Rustam Minnikhanov, known for his active role building networks with overseas Islamic
economy and finance centers, such as Malaysia, UAE, Saudi Arabia, and Bahrain, pays regular official visits to these
countries and participates at various related events there. For example, on December 28, 2017 during his working
visit to the UAE, he visited the Dubai Islamic Economy Development Centre. A Memorandum of Understanding
between the Russia-Islamic World Strategic Vision Group and the Dubai Islamic Economy Development Centre

was signed. The parties agreed to set up a working group to prepare a roadmap for all areas of cooperation to
develop the Islamic Economy. They also agreed that Halal lifestyle would be the main topic of the forthcoming 10®
International Economic Summit of Russia and the OIC countries, KazanSammit.

Rustam Minnikhanov is the chairman of the “Russia — Islamic World” Group, which was created in 2006, when Russia
joined the OIC as an observer. In January 2018, the RIW Group signed an Memorandum of understanding with the
Dubaij Islamic Economy Development Centre (DIEDC) for developing an integrated Islamic economy strategy. The
parties will also exchange knowledge and insights related to Islamic banking and finance and the Halal industry. The
DIEDC and the RIW Group plan to co-host informative workshops in partnership with education institutions from
Tatarstan and Dubai and to organise exhibitions representing diverse sectors of the Halal industry. After signing the
MoU, Minnikhanov emphasized: “We attribute great importance to the development of the Islamic economy™””.

In Kazan, in March 2016 the Partnership Banking Center’® started operations as a subsidiary of LLC Tatagroprombank.
The centre collaborated with the Islamic Development Bank in Saudi Arabia and provided a wide range of banking
services both for individuals and legal entities. However, a senior executive of Tatagroprombank was charged with
fraud and in April 2017, and the Center stopped work due to the revocation of the license of the head structure,
Tatagroprombank. Nevertheless, even against the background of the banking crisis, the authorities of Tatarstan
continued their efforts to introduce Islamic banking to the region. In August 2017, the Tatarstan company Sukuk-Invest
issued “bonds in accordance with Sharia law.””® After that, in September 2017, plans were announced to open a Russian
centre of Islamic economy in Tatarstan, the founders of which will be the government of Tatarstan and Sberbank®.

Russian Tatarstan leads the country in the number of different types of events with an Islamic economic and
financial theme. The International Economic Summit “Russia — the Islamic World: KazanSummit™ has been held

in Kazan since 2009 and has become the main platform for economic interaction between Russian regions and
countries of the OIC. In 2016 KazanSummit was the most large-scale and international event throughout eight-
year history of the forum: 1556 representatives from 51 countries, including heads of diplomatic missions of the
Islamic states, ministries of countries of the Organization of Islamic Cooperation, deputies of the State Duma, the
Federation Council and Russian regions all participated in the summit®'. The 10" International Economic Summit
“Russia — Islamic World: KazanSummit 2018" was held on May 10-12, 2018 in Kazan.
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In 2015, Kazan Sukuk Conference was held in Tatarstan, organized by the Islamic Business and Finance Development
Fund (IBFD Fund), the centre of competence of Islamic business and finance in Russia. Tatarstan has also very rich
and intense cultural and educational aspect of its development. It is @ major point of attraction for various cultural
events and is a centre of advanced Islamic education in Russia. Qolsharif mosque, built in 2005 in Kazan, claims to
be one of the largest in Russia, and in Europe outside Istanbul. The mosque predominantly serves as a museum of
Islam. Besides the main mosque building, it includes a library, publishing house and Imam's office®2. Opened in 2017
in the city of Bolgar, the Bulgarian Islamic Academy in Tatarstan is another example of Tatar Islamic educational
aspirations. The main purpose of its creation was the formation of a national Islamic theological school®.

International festivals of designers of Muslim clothing, competitions, shows, conferences, weeks of Muslim fashion,
etc. are held in Russia annually. In December 2016, Kazan hosted the 8" International Muslim Clothes Festival
“Islamic Clothes Fashion”. The organizers of the event were the Spiritual Board of Muslims of the Republic of
Tatarstan, TAIF, the Russian Union of Muslim Women of Russia and the Union of Muslim Designers of Russia with
the support of the Islamic Foundation for Culture, Science and Education®. The event dates back to 2006, when the
first show of Muslim clothing was organized in the Hermitage-Kazan centre in the Kremlin. The event was attended
by designers, fashion designers, business representatives, clothing manufacturers and directors of stores, shops,
and trading firms. All discussed the problems of selling Muslim clothing. More than 60 applications from designers,
design studios and schools were accepted for participation in the contest and the show. Foreign participants are
coming from Turkey, the United Arab Emirates and other.

CHECHNYA: ISLAMIC CONNECTOR OF RUSSIA

Chechnya is an integral part of the secular Russian Federation, and it has the same laws as Moscow. However,

in practice, this North Caucasian republic with a population of 1.4 million people, who are 95% Muslim, has
undergone considerable Islamization (in the traditional sense) in recent years under the leadership of Ramzan
Kadyrov (appointed in 2007) and has built a solid ground for Islamic economic development (stable political regime,
restoration of infrastructure, and inflow of investment). Ramzan Kadyrov is well-known for developing full, traditional
Islam in Chechnya. In 2017, at the third meeting of the Russia-Islamic World Strategic Vision Group, Kadyrov said:
“Russia remains the most loyal ally and protector of Islam™°. Most women in the streets of the capital, Grozny,

wear Muslim hijabs; under the “moralization” program, women with their heads uncovered are not allowed to enter
government offices. It can be difficult to get alcohol late at night as, since 2009, sales are officially allowed only from
eight in the morning to ten in the evening. Magnificent new mosques are being built; the lessons of Islam are taught
in schools; and the government renders financial assistance to young people who study the Quran. Aslan Abdullayev,
deputy mufti, the religious leader of Chechnya, noted with pleasure that Islamic customs and rituals are observed
here much more nowadays than they were in the 1990s.

Ramzan Kadyrov presents himself as an advocate for modern Russia and expresses complete loyalty to the Federal
government. Chechnya is positioned as a bridge connecting Russia to the Muslim world and the Middle East. Kadyrov
aspires to be recognized not only as Russia’s representative in the Muslim world but one of its leaders. Kadyrov is the
only regional leader in Russia with such level of international connections. These international relations were started
years ago by his father, Akhmad Kadyrov, the former leader of Chechnya who had been an Islamic cleric, and who
was later sustained and strengthened by Ramzan Kadyrov. Kadyrov's strategy towards Islam also has a political and
economic dimension. In the search for inward investment, the Chechen leader held negotiations and renewed ties
with the Saudi Arabian and Jordanian royal families, the Palestinian leader, and the governments of UAE and Bahrain.
As a result, for instance, the Saudi Investment Fund has expressed interest in a number of projects in Chechnya

(i.e. ski resort, the Akhmad Tower, the International Special Forces Training Centre)®’.
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Labour migrants from Central Asian coun-
tries and Azerbaijan substantially contribute
to the total number of Muslims in Russia, as
85% of all migrants are Muslim®®. Apart from
labour migrants, students from the Central
Asian republics and Azerbaijan represent an-
other stream of Muslims coming to Russia. To
illustrate the scale, in the 2015/2016 academic
year, over 100,000 students from Muslim-ma-
jority Central Asian countries and Azerbaijan
came to Russia. Most were from Kazakhstan
(35%), Uzbekistan (11%), and Turkmenistan
(9%)®°. According to our estimate based on
projections of total number of foreign student
in Russia by 2030 made by the Sociology In-
stitute of the Russian Academy of Science, the
number of students from Central Asian coun-
tries and Azerbaijan could exceed 250,000 by
2030°%. The Muslim population in Russia, in-
cluding migrants and students, is continuing
to grow and could be an engine for further
economic growth in the country in general,
and a force promoting Islamic economic de-
velopment.

As of 2017, the Central Asia and Caucasus
(hereinafter, CAC) region comprises about 85
million people, the majority of which (except
Georgia and Armenia) are Muslims. The to-
tal number of Muslims in the Eurasian region -
86 million, is comparable with the population
of Germany, Iran or Turkey, and considerably
more than the population of such states as
France, the UK, Italy or South Korea. It is slight-
ly less than half the population of Pakistan and
one third that of Indonesia. Eurasian Muslims
are predominantly Sunni Muslims, except in
Azerbaijan where the majority (85% of total
Muslims) identify themselves as Shia. See 9.12
Number of Muslim population in Eurasia.

The number of millennials in the region
is 135 million?, and over 50 million of them
are Muslim. They are competitive, well-edu-
cated and active Internet users. For instance,
according to the World Bank, in Russia, Azer-
baijan, Kazakhstan, Uzbekistan, Georgia and
Armenia every second person in the country
is an Internet user, which is the above world’s
average of 45.91 out of 100 people in 20162

5.4 Institutional Islam in Eurasia

Historically, Islam established itself in mod-
ern Eurasia in two main locations. The first,
in the eighth century AD, was in the Northern
Caucasus, Transcaucasia (mainly in Azerbai-
jan) and in Central Asia, where the Arab-Mus-
lim expansion had a military, economic, and
cultural character. The second one happened
in the tenth century in the region of the Volga
River. At that time, the Turkic-speaking inhab-
itants who were the ancestors of the present-
day Kazan (or Volga) Tatars voluntarily ad-
opted Islam. Furthermore, the Golden Horde,
which occupied a vast area of Eurasia in the
thirteenth century, became a Muslim state in
the fourteenth, after which Muslim missionar-
ies and merchants spread their religion among
the Bashkirs and the Turkic-speaking popu-
lation of Siberia®. Since then and during the
Imperial period, most of the Eurasian popula-
tion remained Muslim. As a rule their elites
were educated in religious schools, Madrasas,
where the teachers were Mullahs. The religi-
osity of everyone in Eurasia, including Mus-
lims, diminished during Soviet era, as the sec-
ularization of society was a basic postulate of
“socialist construction™4.

Besides Russia, historically, Turkey, Iran
and China had an enormous impact on the
Eurasian region in terms of religious views,
language and geopolitics. They left footprints
in local traditions and everyday lifestyles.
These legacies and connections are a com-
mon heritage to which these regional pow-
ers appeal today. Turkey is the cradle of the
common Turkic civilization shared by Ka-
zakhstan, Kyrgyzstan, Uzbekistan, Turkmeni-
stan and Russian regions like Tatarstan and
Bashkortostan. Their people speak languages
that are very similar to each other, all having
Turkic roots. Turkey pursues its political and
economic interests in Eurasia through this
prism. The 7** Meeting of Ministers in charge
of Economy of the Turkic Council®s was con-
vened on 30 November 2017 in Istanbul un-
der the patronage of the Minister of Econo-
my of the Republic of Turkey, Nihat Zeybekci.
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He emphasized the importance of coopera-
tion among Turkic states, especially on the
modern “Silk Road”. Iran has a Shia Muslim
majority, like Azerbaijan, and language simi-
larities between Farsi and Tajik are also well-
known. Modern Iran’s ties with the states in
the region are also strengthening, as is shown
by the growing bilateral trade turnover, joint
infrastructure projects, high-level visits to
each other and signing of various agreements
balancing the other players in the region.

On the basis of Arab Muslim traditions,
the impact of the non-Muslim nations of Eur-
asia including Soviet rule, and influenced by
neighbours such as Turkey, China, and Iran,
and the local cultural heritage, an original
culture is appearing in Eurasia. It is an in-
teresting variation on the universal Muslim
culture. The cult of the holy places, as well as
some other features of the cultic life of the
Muslims of Eurasia, such as worshiping the
spirits of dead relatives, testify to the deep pre-
Islamic traditions that have survived, having
been assimilated by genuine Islam over many
centuries. The native Muslim peoples of Eur-
asia are still characterized by tribal and clan-
nish divisions. Local Muslim women do not
usually wear nikab or burqga in public, except
where they historically wore the traditional
robe, paranja (in Uzbekistan, Turkmenistan).
Today it is enough to put on modest clothes or
to cover the head when praying. Local Mus-
lim men have ceased wearing long beards as
a defining visual aspect of Islam, despite the
fact that some men in original Islamic coun-
tries still do it to indicate their devotion to the
faith. All of the countries in Eurasia are secu-
lar states, and Islamic parties, like any other
religious parties, are banned®°.

Administratively, the spiritual affairs of
Eurasian Muslim society are organized by
Muslim Spiritual Administrative Boards.
There is the Central Spiritual Board of Mus-
lims of Russia, the centralized Spiritual Direc-
torates of Muslims in every country in Central
Asia, and the Spiritual Administration of Cau-
casian Muslims in Azerbaijan, Georgia and
Armenia. The first muftiate?” in Russia, the

Orenburg Muslim Spiritual Assembly, was
established during the reign of Catherine the
Great. It was headed by a supreme mufti who
was in charge of the management of mosques
throughout the country. He also appointed
imams. With the creation of the Soviet Union,
the Orenburg Muslim Spiritual Assembly was
replaced with the Central Spiritual Board of
Muslims®. From the end of the World War II
and until the break-up of the Soviet Union,
four spiritual boards functioned independent-
ly in the area of present-day Eurasia: The Spir-
itual Administration of Muslims of Central
Asia and Kazakhstan (Tashkent), The Spiritu-
al Administration of Muslims of the Caucasus
(Baku), The Spiritual Administration of Mus-
lims of the Northern Caucasus (Buynaksks),
and The Spiritual Administration of Muslims
of the European Part of the USSR and Siberia
(Ufa). Today, each of the former Soviet Repub-
lics with significant Muslim populations has
its own independent Spiritual Board®. In Ta-
jikistan the analogue of the Spiritual Board is
the Islamic Center — Council of Ulems™®.

Currently, there are eight All-Russian
Muslim Organizations such as Central Spiri-
tual Board of Muslims of Russia, the Union of
Muftis of Russia, the Union of the Muslims
of Russia, and almost 30 various regional re-
ligious, cultural, educational, and non-gov-
ernmental Muslim organizations in Russia
only*. There were 2516 mosques (in 1991, 68)
in Kazakhstan in 2016, in Kyrgyzstan 2669
mosques (in 2009, 1973), in Tajikistan 3930, in
Uzbekistan 2065 Muslim organizations. The
largest number of imams per capita is in Ta-
jikistan, with 1 imam for 2,210 people (3,914
imams). The lowest number being Uzbekistan,
with 1 imam for 7824 people (4,100 imams). In
Kazakhstan, one imam has 4,915 people (3,611
imams), in Kyrgyzstan, 1 imam per 2407 peo-
ple (2500 imams)*©2,

Even though the spiritual community and
its religious leaders promote Islamic econom-
ic initiatives such as the certification of Halal,
the development of Waqfs, Zakat gathering,
Haj funding, etc., most proponents of the Is-
lamic economy are regional business leaders
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View to Mir i Arab madrassa thru the old wooden carved door, Bukhara, Uzbekistan
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interested in entering the markets of large
Muslim countries and supplying the faith-
based demands of Muslim consumers around
the world.

5.5 Education

Islamic education in Eurasian states has a
thousand-year history. Tsakhur Madrasah
located in Dagestan (Russia) is the oldest
university institution in Eurasian region. It
opened in 1075 and in 2015 celebrated its 940™
anniversary.

Miri Arab Madrasah situated in Bukhara,
Uzbekistan is one of the most esteemed spiri-
tual Islamic universities all over the world. In
1993, among other sights of Bukhara, it was
named on the UNESCO World Heritage List
for Uzbekistan'*s. There were about 180 large
and small madrasahs in Bukhara, Miri Arab
was one of the largest, most well-equipped ed-
ucational institutions of that time (1435-1530).
It is this madrasah that gave the Muslim East
the most enlightened figures of religious sci-
ence, poetry, and culture. Today it continues
to produce spiritual ministers'. Since its in-
ception and until closure in the early 1920s,
the Miri Arab madrassah was one of the most
prestigious educational institutions in Cen-
tral Asia. In the 1920s-1930s, all madrasahs
were closed in the USSR. In 1945, after long
negotiations with government agencies, the
mufti of the Central Asian Spiritual Director-
ate of Muslims (SADUM) Ashon Babakhan
achieved the resumption of Islamic education
in Central Asia, and Miri Arab was reopened
in 1946. Mir-Arab was the only Muslim sec-
ondary school in the USSR in 1946-1956 and
in 1961-1989. The second madrassa in the
USSR - Barakhon (Barakhan) - was opened
in 1956 in Tashkent, but was closed by the
authorities in 1961 because of the dangerous
condition of the building.

The state of religious education in the
countries of the region varies. Thus, 112 Is-
lamic educational institutions are registered
in Kyrgyzstan, including one Islamic univer-
sity, nine Islamic institutes, 102 madrassas

(88 of them are active). In terms of per capi-
ta, it is one educational institution for 68,400
people. In Kazakhstan, there are 13 education-
al institutions: one university, one institute
for advanced training, nine madrassas (they
are planned to be called “colleges”) and two
centres for the preparation of reciters of the
Quran (one institution for 1.36 million people).
In Uzbekistan, there are 11 educational insti-
tutions: two Islamic institutes and nine ma-
drasahs (one institution for 3.21 million peo-
ple). The smallest number of religious educa-
tional institutions is in Tajikistan, where only
one state Islamic institute functions for the
entire population of the country, 8.65 million
peoples.

In the revival of spiritual values in Eur-
asia, regional religious experts from the non-
for-profit sector discuss the so-called “intel-
lectual Islam” based on traditional religious
education, in order to avoid misunderstand-
ings about the religion and to distinguish it
from extremist Islam.

For example, the Independent Analytical
Center “Religion, Law and Politics” drew at-
tention to the need for the development of in-
tellectual Islam in Kyrgyzstan back in 2009.

As an example of regional religious insti-
tution that serve the goal of “intellectual Is-
lam”, we might name the Egyptian University
of Islamic Culture “Nur-Mubarak”, a unique
institution in Kazakhstan. It trains qualified
scholars of Islam, religious scholars, teachers
of the Arabic language and literature, as well
as teachers of the English language. Over the
years, the University has trained more than
800 graduates, including highly qualified
imams, religious scholars, translators and
teachers of Arabic, and produces more than a
hundred specialist graduates each year*°.

Apart from local religious educational in-
stitutions, there are temporary programs, not-
for-profit educational Islamic organizations,
and subject courses dedicated to Islamic Fi-
nance or Islamic Law in Eurasia. For exam-
ple, the Russian Center of Islamic Economy
and Finance (RCIEF) was established in Octo-
ber 2008 on the basis of the Russian Islamic
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Institute in conjunction with the Islamic De-
velopment Bank (Kingdom of Saudi Arabia)
and the Kuala Lumpur Business School (Ma-
laysia). Its main goals are: increasing literacy
among the population of the Russian Federa-
tion and CIS countries in the field of Islamic
economy and finance; providing financial in-
stitutions and enterprises with qualified per-
sonnel in the field of Islamic economics and fi-
nance; and the formation of a domestic scien-
tific base for the Islamic economy and finance.

In 2009, the non-profit fund for the devel-
opment of Islamic business and finance (IBFD
Fund) was established in the wake of the first
KazanSummit, or the International Islam-
ic Business and Finance Summit. The IBFD
Fund was created to encourage the develop-
ment of bilateral economic and business rela-
tionships between Russia and the OIC mem-
ber countries. The IBFD Fund is the main or-
ganizer of the KazanSummit, now known as
International Economic Summit of Russia and
the OIC. The IBFD Fund’s core activities in-
clude: 1. Islamic financial solutions for busi-
nesses in Russia and CIS; 2. educational and
training courses on Islamic banking and fi-
nance; 3. organizing international business
events.

The MIRBIS Institute created the Middle
East Educational and Scientific Center in the
field of Islamic economics, and Islamic bank-
ing and finance, with the aim of contributing
to the development of the Islamic financial in-
dustry in Russia.

In 2017, it was announced that the Rus-
sian Centre of Islamic Economy would start
working in Tatarstan. It was to issue permits
for Tatarstan enterprises to export products
according to international Halal standards.
Other areas would be Halal medicine, Halal
tourism, Halal food, IT Halal and the Islam-
ic economy. The founders of the Russian Cen-
ter for Islamic Economy will be the govern-
ment of Tatarstan and Sberbank*’. Recently, a
new school of Islamic education, the Bulgar-
ian Islamic Academy, was opened in Bolgar
city, Tatarstan, where students will be able to
study Islamic law, thought and teaching free

of charge. Tatarstan (Kazan) also hosts an an-
nual International Winter School on Islamic
Law and Islamic Economy at Kazan State Uni-
versity, which organises it together with the
Russian Islamic Institute. The program is de-
signed for 34 academic hours and offers stu-
dents participation in any or all topics, such
as an introduction to Islamic law, the forma-
tion of the economic infrastructure of the
Muslim community: legal aspects, etc.

Of more recent developments is memo-
randum of understanding (MoU) signed be-
tween Dubai Islamic Economy Development
Centre (DIEDC) and the Tatarstan Investment
Development Agency (TIDA) during the 10%™
Russia - Islamic World Kazan Summit that
ran from 10 to 12 May 2018 that was built
around the theme ‘Halal Lifestyle’. Under the
agreement, the two parties will collaborate to
attract investments, support the implementa-
tion of investment projects, participate in the
formation of a favourable investment climate,
and increase the investment attractiveness of
the Republic of Tatarstanes.

There are non-profit organizations relat-
ed to Islamic finance in Kazakhstan: the As-
sociation of Legal Entities “Islamic Finance
Development Association”, the Islamic Cen-
ter for Finance, Training and Business in Al-
maty, the Club for the Development and Pro-
motion of Islamic Insurance in Kazakhstan,
Center for Islamic Economics and Law of the
Kazakhstan Humanitarian Law University. In
January 2018, the High School of Economics
of the Kazakhstan Humanitarian Law Uni-
versity, in collaboration with IFCA, presented
a new joint certification program on Islamic
finance. This additional specialization pro-
gram was developed because of the increas-
ing demand for highly qualified specialists in
the sphere of Islamic finance in Kazakhstan
and neighbouring countries. The curriculum
of the program includes Islamic commercial
law, principles and practice of Takaful (Islam-
ic insurance), products and services of Islamic
banking, main components of Islamic equity
markets, and issues connected with account-
ing in Islamic finances.
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The Bulgarian Islamic Academy

In the context of global politicization of Islam, for Russian Muslims the issue of finding their spiritual identity has be-
come acute. Thus, the three largest Russian centralized Islamic religious organizations — the Spiritual Administration
of Muslims of the Republic of Tatarstan, the Spiritual Administration of Muslims of the Russian Federation and the
Central Spiritual Directorate of Muslims of Russia have decided to establish an Islamic spiritual centre of the Muslim
Tatars of the Volga region, Siberia and the Urals based in the city of Bolgar in Tatarstan.

Consolidation of the efforts of Tatar religious figures will allow a deeper and more conscious orientation of Muslims
to the national interests of Russian society, and also to promote the development of the highest level of domestic
Islamic education. Development of the Islamic Academy at the federal level in the city of Bolgar directly corresponds
to the instructions of the President of the Russian Federation, Vladimir Putin, on the results of the Council under the
President of the Russian Federation on the development of inter-ethnic relations, held in Ufa on October 22, 2013,
and on creating conditions for the development of a three-level system of Islamic education.

In 2015, the project for the creation of the Bulgarian Islamic Academy was supported by the President of Russia. The
President of the Republic of Tatarstan, Minnikhanov, adopted Decree 2015 N2UP-1066 “On the establishment of the
Bulgarian Islamic Academy and the reconstruction of the Cathedral of the Kazan Icon of the Mother of God.”

The Academy officially opened in September 2017. It is supposed to conduct theological studies and organize educa-
tional courses for Muslim religious figures. The structure of the Academy provides for:

1. Bulgarian Council of Ulems (All-Russian Union of Muslim Theologians).

2. Scientific and educational centre.

3. Center for the Study of the Tatar Theological Heritage.

4. Center for Interreligious Dialogue.

5. All-Russian Library of Islam.

The Bulgarian Council of Ulems is planned as a collegial advisory body of the centralized Muslim organizations of the
Russian Federation, created with a view to address theological issues. In particular, the Bulgarian Council of Ulems
will prepare the answers (fatwas) on newly emerged Muslim issues from the position of Islam, explain to the Muslim
community the traditional principles and positions of Islam, develop typical sermons and materials for preaching the
imam-hatyb, review literature on issues of Islam and religion.

Scientific and educational activities will take place in two main directions: higher professional education and ad-
ditional education. Higher vocational education (full-time and part-time forms of education) includes the training
of candidates of sciences (masters) and doctors of science. To implement professional educational programs, the
following departments were created:

+ “Islamic economy and law”;

+ “The Koran, the Sunnah and the Faith’;

- “Management and state-confessional relations”;

- “Arabic language and literature”;

- “Tatar language and literature”.

Additional education is implemented on the basis of programs prepared by these departments, and includes higher
management courses for Muslim religious figures, courses of continuing education on Muslim religious figures, and
courses in Arabic.
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NGOs play an important role in education,
increasing awareness, promoting the Islamic
economy and providing networking opportu-
nities both for B2B, B2C, and business to gov-
ernment and vice versa. For instance, since
the end of 2016, the International Association
of Islamic Business (IAIB) has been active in
Russia. This non-governmental organization
positions itself as an association of entrepre-
neurs and legal entities which aims to create
a socially responsible business climate, based
on the spiritual values of Islam. Its mission is
to arrange business partnerships between en-
trepreneurs from Russia and foreign countries
on the basis of Muslim ethics and the best
traditions of entrepreneurship. This should
help develop mutually beneficial business,
strengthen interregional and international
economic and spiritual ties and, ultimately,
improve the welfare of Russian and foreign
members of the Association.

IAIB is a platform that unites Russian
businessmen and international business
elites. Members of the Association can be in-
dividuals and companies, representatives of
large, medium or small businesses in Russia
or abroad. Members and partners of the As-
sociation are businessmen regardless of na-
tionality, place of residence, religion. One con-
dition is that such businessmen should not
engage in activities prohibited by Islam, and
should share the ethical norms of Islam. IAIB
works with similar business associations
of Christians and Jews, as well as cooperat-
ing with all relevant state bodies and depart-
ments. The Association pays attention to feed-
back from the authorities at the republican,
federal and international levels. It plays an
important role because social responsibility
implies that the government expects business
to support its socially significant projects. On
the other hand, business expects the authori-
ties to understand and support their own ini-
tiatives.

The head office of the IAIB is in Mos-
cow. There are representative offices in Uly-
anovsk, Chelyabinsk, Sverdlovsk, Samara, St.
Petersburg and in Karachay-Cherkessia, the

North-West Federal District of the Russian
Federation, and in Azerbaijan. The Associa-
tion holds meaningful events such as forums,
exhibitions, and conferences on the theme of
Islamic finance, economy, and Halal products.

Islamic economic
ecosystem category:
Awareness

5.6 Growing awareness

When we talk about awareness, it is also
about the social change that we are witness-
ing now in the region. Traditional Islamic be-
liefs, customs, and rituals are reviving. Ethnic
Muslims who were secular before are now are
becoming more conscientious in their obser-
vances, which includes lifestyle change. They
want to adhere more strictly to their religious
views and to conform to all the requirements
of their faith. This causes growth in demand
for Islamic financial services as well as Ha-
lal food, clothing, and other things. Not all lo-
cal demand can be satisfied internally, so mil-
lions of Muslim consumers from Eurasia step
into the global market for Halal products.

The Eurasian Muslim population is in-
creasing rapidly, and one would expect a
growth in demand for Halal products and Is-
lamic financial services. Producers strive to
export their merchandise to new markets, in-
cluding the OIC countries, and have to con-
form to their Halal requirements and stan-
dards. Governments undertake initiatives on
attracting Islamic investment, aiming to be-
come regional Islamic financial centres and
hubs for Halal products. In the past decade,
awareness about the opportunities in Islamic
economy and finance in Eurasia has grown. It
seems that the demand is in place, and that
the work on raising awareness in the region is
going on at all levels.

Local governments and entrepreneurs re-
alize the role of awareness in growing Islamic
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products’ and financial services’ market share.
Local officials, state and business delegations
of all ranks participate in international events
on Islamic Economy and Finance. Delegates
from Kazakhstan and Russia participated in
the World Islamic Economic Forum (WIEF) in
Malaysia in November 2017. The “Islamic Da-
vos” is held on an annual basis and is the lead-
ing platform for discussing issues of econom-
ic development of the member countries of the
OIC. The main topics of the 13th WIEF were
financial technologies in Islamic finance, ed-
ucation and industrial revolution, block tech-
nologies, renewable energy, and Halal indus-
try. A notable fact is that on June 2011 the sev-
enth WIEF was held in Astana, Kazakhstan,
with the theme “Globalising Growth - Con-
nect, Compete, Collaborate”. 2,000 delegates
from 50 countries gathered to discuss a wide
range of topics including globalising Islamic
banking and finance.

The Global Islamic Economy Summit
(GIES), is the region’s premier forum on the
Islamic economy. It brings together world-
class experts in critical industry sectors that
span geographic regions and cultural bound-
aries to directly address the greatest chal-
lenges and opportunities in the Islamic econ-
omy. GIES is organised by the Dubai Chamber
of Commerce & Industry and Dubai Islamic
Economy Development Centre, with Thomson
Reuters as a strategic partner. A Kazakhstan
delegation from AIFC took part in the 3 GIES
in October 2016. It is planned that the next
GIES 2018 will be held on October 30", 2018
in Dubai, UAE.

Eurasian states also host periodic and
one-time domestic and international events
dedicated to Halal products and Islamic fi-
nance. For instance, the Moscow Halal Expo
is the largest annual event in the Halal indus-
try in Russia, bringing together not only the
meat products sector, but also other sectors of
food, style, finance, tourism and medicine. The
seven year history of the Moscow Halal Expo
confirms its relevance and importance for the
Russian Halal market and the strengthening
of business relations with foreign partners,

the implementation of priority projects aimed
at developing the Halal industry in Russia
and spreading knowledge about the Islamic
culture and religion of Islam. In 2017, com-
panies from 40 countries joined the event as
well as representatives of 23 Russian regions.
For the first time, Moscow Halal Expo fea-
tured companies from USA, South Korea and
Brunei. The organizer of the exhibition is the
Council of Muftis of Russia.

More events in Eurasia: the 6 Interna-
tional united exhibition on food and process-
ing industry, “Kazakhstan International Halal
Expo'2017” and “KazFOOD'2017”, was held on
September 11-12, 2017, in Astana; in January-
February 2018, the Turkmenistan Halal Prod-
uct Expo was held, it is an important trade fair
for entrepreneurs who are active in the rapid-
ly growing Halal industry.

The largest international forum on Islam-
ic financial services (IFN CIS & Russia Forum)
dedicated to Russia and the CIS countries was
held in Moscow on the 15" of March 2016. It
was organized by the international financial
based media company, REDmoney Group. 23
States, 45 countries across the world: ambas-
sadors, commercial advisers, diplomatic mis-
sion attaches from Europe, Asia and Middle
East and the largest foreign financial orga-
nizations from Saudi Arabia, UAE and Great
Britain debated the development outlook for
Islamic financial services in the Russian mar-
ket and in CIS countries. The participants
pointed out that Russia needs a legal frame-
work that will allow Islamic financial services
to enter the Russian market, and also to de-
velop necessary banking infrastructure. In
March of 2017, the Islamic Finance Forum
IFN CIS 2017 was held in Astana, organized
in conjunction with Astana International Fi-
nancial Center*.

Kazakhstan is recognized by interna-
tional experts as the leader in terms of Is-
lamic finance promotion and support. Since
2010, the Kazakhstan Islamic Finance Con-
ference (KIFC) is being held annually in As-
tana. The KIFC is a main dialogue platform
between the government of Kazakhstan and
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Architectural detail of the Madrasas at the Registan, Samarkand, Uzbekistan
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top managers of Islamic financial institutions
devoted to discussion of the current situation,
as well as the tendencies in, and prospects for,
the Islamic finance and banking market™°.
The ceremony of the Global Islamic Finance
Awards GIFA was held in Astana for the first
time in September 2017. Representatives of
20 countries were congratulated by the Gov-
ernor of the Astana International Financial
Center, Kairat Kelimbetov. Additionally, Is-
lamic Finance Week (IFW) 2017 was held in
September 2017 in Astana, Kazakhstan. IFW
is a platform for sharing international expe-
rience and building a constructive discussion
about Islamic finance development issues in
the region as well as to raise public awareness
about Islamic financial trends and instru-
ments in the world. The event was organized
by Astana International Financial Center and
AIFC Bureau for Continuing Professional De-
velopment (AIFC Bureau for CPD), in coopera-
tion with Islamic Development Bank, Islamic
Research and Training Institute and Islam-
ic Finance Center at the Bahrain Institute of
Banking and Finance.

The sector of Modest Fashion is also get-
ting more visibility in Kazakhstan. The first
festival of Muslim women's clothing, “Sisters’
Bazaar”, was held in September 2016 in Almaty
(Kazakhstan). The main mission of Sisters Ba-
zaar was the promotion of domestic brands of
women's Muslim clothing, not only inside the
Muslim community, but also outside it, with
the aim of destroying the stereotypes about
women in Islam. Not only Kazakh designers
took part in the festival, but also guests from
other countries: Russia, including Chechnya,
Uzbekistan, Azerbaijan and Kyrgyzstan.

These countries also contribute to in-
creasing awareness about the Islamic econ-
omy and Halal sector in the region. For the
first time in Azerbaijan, in May 2010, an in-
ternational food exhibition “World Food Azer-
baijan” was organized by Iteca Caspian LLC
and ITE Group Plc (UK). It was supported
by the National Confederation of Entrepre-
neurs' (Employers') Organizations of the Re-
public of Azerbaijan and included Halal Food

Azerbaijan in the exhibition to win Muslim
customers’ trust. The inclusion of Halal food
in the exhibition was a clear attempt to bring
together manufacturers of Halal products
from Azerbaijan and other countries™.

The Ministry of Economy of Kyrgyzstan
organized an international conference on
standardization and certification of Halal pro-
duction in October 2015. Experts were invited
from the Eurasian Economic Union for Halal
Standardization and Certification (EUHSC)
which is based in Moscow, to share their ex-
perience with local businesses and authori-
ties. Experts from the Halal industry in Belar-
us, Russia and Kazakhstan attended the con-
ference. Some important issues, such as the
establishment of a common Halal standard
for Eurasian Economic Community countries,
Halal industry trends in the contemporary
business world, and the development of the
Halal industry in Kyrgyzstan, were discussed
by the experts and participants from different
market angles.

5.7 Spread of Internet and IT
technologies

It is very exciting to learn how centuries-
old Islamic values interact with the modern
digital world. The Internet and mobile di-
mensions contain a lot of Islamic content. Ac-
cording to Thomson Reuters “Digital Islamic
Economy 2015” report, more than 2,000 Is-
lamic lifestyle services were detected across
websites and mobile platforms worldwide, and
their number is increasing exponentially. The
reason is in the natural desire of Muslim con-
sumers to satisfy their spiritual needs dig-
itally. For instance, Muslim Pro is needed to
increase Muslims’ religious lifestyle produc-
tivity, and Musallah assists Muslims to find a
place to pray in any city. Scan Halal enables
Muslims to make better informed Halal di-
etary choices, while Zabiha Halal helps with
Halal food ratings and review. Halal Gems
showcases the best Halal cuisine and Halal
restaurants globally. Modanisa and Sefamerve
facilitates the purchase of modest clothing.
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CrescentRating and HalalBooking offer Muslim
family friendly travel services. Alchemiya’s on-
line subscription channel streams content on
global Muslim culture*=.

It goes without saying that these initia-
tives for Muslims are only possible in the dig-
ital economy. The main consumers of these
websites and mobile apps are the young urban
population that is already highly networked
and connected via the Internet and social me-
dia®s.

Eurasia has a large population of such
people. On average, 62.6% of the total popu-
lation (144.6 million people) live in the cities,
with the highest urbanization level in Rus-
sia (74.1%) and Armenia (62.6%). Almost all
countries in the region have more than half of
their population living in cities, except Tajiki-
stan, Kyrgyzstan, and Uzbekistan. See 9.13 Ur-
ban population of Eurasian states (% of total).

The positive sign is that the countries lag-
ging behind in terms of urban population pro-
portion have higher growth rates for their ur-
ban population (over 2% annually), outstrip-
ping their neighbours in this regard. See 9.14
Urban population growth in Eurasian states
(annual %).

Based on UN data, it is noted that the ma-
jority of the Eurasian population (58.3% of to-
tal) is younger than 39. It means that in Rus-
sia and Kyrgyzstan more than half the pop-
ulation, in Uzbekistan, Turkmenistan, Ka-
zakhstan, and Azerbaijan two-thirds of the
population, and in Tajikistan four-fifths are
millennials. See 9.15 Number of young popu-
lation of age 0-39 (millenials) in Eurasia.

Almost all populations have constant ac-
cess to electricity, with minor exceptions in
some rural areas of Tajikistan and Kyrgyz-
stan. The literacy rate of the adult population
(aged 15 and above) in the region is more than
09% which means there are no obstacles for
local people to learn basic technical skills for
using the Internet or a mobile phone. See 9.16
Individuals using the Internet in Eurasian
states (% of population).

The broadband penetration rate is very
high in almost in all countries in the region

except Tajikistan and Turkmenistan. On av-
erage, in Eurasia, about 51.5% of people use
the Internet, which is higher than the world’s
average of 43%, but still less than in Europe
(78%). Cellular phone use is also high, which
means that almost everybody in the Eurasian
region has a mobile phone, though rural parts
of Uzbekistan are an exception. However, the
quality of telecommunication services is still
mediocre. See 9.17 Mobile phone users in Eur-
asian states (per 100 people).

Governments in Eurasia are committed to
developing the digital economy and have ad-
opted state-level strategic documents and poli-
cies on digitalization. There are the following
programs in the Eurasian countries dedicated
to fostering the digital and ICT sector: “Con-
cept Paper on the Initial Strategy of the Forma-
tion of Innovation Economy in Armenia” 2011;
“Azerbaijan - 2020", which includes ICT devel-
opment program; “IT Strategic Plan 2020” in
Georgia; “Digital Kazakhstan - 2020% “Digi-
tal Kyrgyzstan 2020-2025" “National develop-
ment strategy of Tajikistan 2030” with ICT as
catalyst of sustainable development; “ICT In-
frastructure Development Program 2015-2019%
and “E-Government Development Program
2013-2020" in Uzbekistan.

That is why there is a favourable envi-
ronment for the development of the digital
Islamic economy in the Eurasian region. Lo-
cal Muslim communities can benefit from the
current situation and make maximum use of
modern technologies to take the local Islamic
economy to the next level.

There are already several positive stories
concerning Muslim digital content in Eurasia,
most of them coming from Russia and Ka-
zakhstan. For instance, the website Takafol.ru
claims to be the first Russian-language Inter-
net resource dedicated to the Islamic economy
and Islamic finance (since 2005) and it offers
the only Russian-speaking zakat calculator in
the country. To name a few other Islamic web-
sites: islam-today.ru, islam.kz, kuran.kz, ka-
zislam.kz. halalguide.me, and mobile applica-
tions Sajda, HalalGuide, Quran.kz, UmmaFood,
HalalGid.ru.
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E-commerce for Halal goods and mod-
est clothing is also actively developing.
There are internet shops for Muslim goods
and clothing for women in Russia such as
islamicstore.ru,  maidenly.ru,  yaseen-hijab.ru,
shop.islamtv.ru, barakatkz, risalat.ru, irada.
su, sabrstore.com, sahara-fashion.com, xaAsnb-

npodykm.p¢, hijab-amaniru, “Musulmanka”

(“Muslim woman”). They usually sell Muslim
clothing and Halal food, as well as Islamic attri-
butes, accessories and health products**4. Online

Hazret Sultan Mosque in Astana. Kazakhstan

store Halal.kz and supermarket “Aidos”, locat-
ed in Almaty, claims to sell only Halal goods,
which means no alcohol or tobacco products,
no packaging of goods with vulgar designs,
nor products containing pork*s. Salsabil.kz of-
fers perfumery, oils, clothes, accessories, teas,
etc. (goods from more than 20 countries). There
are also Muslim matchmaking websites such
as nikah.su, mydiaspora.mobi, lovenikah.com, and
muslimanikah.com. There is an online Muslim
journal in Kyrgyzstan — ummamag.kg.

5. DRIVERS OF ISLAMIC ECONOMY IN EURASIA 89
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Sajda

Sajda is a user-friendly Muslim app developed in Kazakhstan that has 400,000 active users around the world and
entered the list of the most popular apps in Kazakhstan. It was one of the first applications from Kazakhstan in the
Appstore.

The first version of Sajda, Sajde KZ, was developed in 2012 by Almas Adilbek jointly with Zhanbolat Raimbekov. The
two partners met in 2008, four years before they developed Sajde KZ, when Zhanbolat suggested to Almas that they
work together on another project, kuran.kz. Almas bought and registered this domain while studying IT at university.
In 2008, AlImas worked in the CrystalSpring company, one of the first companies in Kazakhstan specializing in
Internet banking and mobile app development. At that time Zhanbolat was employed at the Nazarbayev University in
the field of web technologies.

They started to work together and as a result, in early 2011, on a flash platform they launched the web app, birge.
kuran.kz, which enables collective reading the Quran. Zhanbolat added a subpage, namaz.kuran.kz, to the site,
showing the exact time of the prayer in an unpretentious table. Although it was inconvenient to go into the browser
and search, they often went there because few other sites for quick viewing of the exact time of Namaz existed, and
namazkuran.kz was displayed high up in Google search.

In 2012, the mobile app development market in Kazakhstan was new. Few people were making apps. Adilbek and
Zhanbolat had experience and decided to create a simple application for themselves, with a table, small settings, and
a concise interface, based firstly only on iOS. They sketched out the design, added two languages by default, Russian
and English, and launched.

After two years they looked at the statistics and realized that the application had been opened by 750 users, which
was a good indicator at that time. Six months later, Zhanbolat made a version for Android. In 2014, they conducted
a small rebranding and changed the name Sajde KZ to Sajda, that is, changed the name from the Kazakh “sajde”

to the original Arabic “sajda’”, as written in the Quran. “Sajda” from Arabic is translated as “earthly bow”. Muslims
believe that it is in an earthly state that a person is closest to his Creator. The rebranding was undertaken because
the application was beginning to gain popularity outside Kazakhstan. They made a new design, added background
pictures and the Uzbek language, as well as the opportunity to make a donation. That was the second version of
Sajda.

Later Sajda was improved with participation of one more team member, Herman Ilin, who joined the team in 2015.
When it comes to Sajda’s future aspirations, Herman says: “In the long term, we want to organize a platform on
Sajda, which will contain the products of Halal industry. People often face this problem of whether the products
are truly Halal. In the index, for example, products, institutions, offers from individual entrepreneurs will be written.
Implementing new features, we will adhere to simplicity; we promise that the main page will remain simple and
concise”.

To date, the prayer time schedule has had 1.4 million downloads in iOS and Android. It is now available in six
languages, including Russian. The Sajda project, which is available free of charge for its users, is being expanded
thanks to additional investment from sponsors, and contributions from crowdsourcing and donations''®.
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HalalGuide

Launched in 2012, the HalalGuide application was the first and unique guide to the Halal service market in Russia
and the CIS. This currently includes 30,353 outlets in 120 countries. The application shows the nearest mosques and
prayer rooms, places where Halal products are sold and where you can listen to MIRadio, a continuously broadcasting
tool for spiritual growth which is a Muslim partnership project. The service allows you to participate in the bonus
program, Halalskidka. ru (application HalalBonus), to accumulate points and spend them with more than 2000
program partners.

HalalGuide is part of HalalGroup, a technology company that develops simple and powerful solutions for improving
the lives of Muslims around the world. HalalGroup also includes the following projects: HalalEda, HalalWork,
HalalShop, HalalBank, and numerous other useful resources'”.

HalalGuide was created in 2010 by a group of young Russian Muslim entrepreneurs, headed by Ayrat Kassimov from
Perm, who came together to put into action a vision they shared.

The idea of the Muslim guidebook came to Ayrat Kassimov in his student years. “I'm a practicing Muslim, | wanted
to buy Halal products and thought about a special mobile application’, said Kassimov. The founders of the Russian
online project Muslim Guide (“yellow pages” for Muslims) liked Kassimov’s idea. Ayrat and his two friends began
developing a mobile application, but after a few months the Muslim Guide was closed and Kassimov decided to
develop the project under a new brand. They put on the map mosques and charitable foundations. The objects

of trade and services—Halal restaurants, shops, hotels, travel bureaus—are checked for compliance with the
requirements of Islam. They ask the owner about the origin of the goods on sale and the features of the services
they offer and only after that consider listing them on the database. Initially, until 2014, the project was developed
as a hobby by Kassimov and a handful of Muslim volunteers. Everything changed in December 2014, when, Kassimov
applied to the business incubator of the Kazan IT Park. Their start-up was selected and given work-space, as well as
training sessions, and meetings with investors and influential people in the region. In January 2015, LLC Halal Group
was registered. It hired site administrators, designers and developers, and began to expand.

Today they have built upon the dream of providing an accessible search engine based on Muslim-related categories
and presented in the form of a website and phone app. HalalGuide is growing in Russia, Central Asia, eastern Europe

and now expanding into western Europe and America.

In the near future, Kassimov plans to attract $760,000 of investment, which is what he estimates will be needed to
establish direct representation in Germany, the United States, France and Malaysia.

p—
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In the previous chapters, we described the de-
mand and the potential for successful initia-
tives in the Islamic economic eco-system in
the Eurasian region. In some countries, the
Islamic economy found solid ground, while
in others there is a long way to go. The ques-
tion remains: what else do governments need
to do to push forward the development of the
Islamic Economy in order to benefit from its
potential?

Institutions

A strong political will and enough financial
commitment are needed to develop the Islam-
ic economy. It is a peculiarity that, in Eurasia,
initiatives come mostly from government.
They have already recognized Halal indus-
try and Islamic finance as reliable engines of
growth. Thus, governments adjust their legis-
lative frameworks, introducing relevant stan-
dards, in order to promote various projects
and initiatives. A notable example of a leader
who gave impetus to Islamic finance develop-
ment is the president of Kazakhstan, Nursul-
tan Nazarbayev. The award in the category,
“The Global Leader in Islamic Finance”, was
given to him for great achievements in the
development and promotion of the Islamic fi-
nancial market at a regional and international
level in 2014 within the framework of the 10t
World Islamic Economic Forum.

On the other hand, as illustrated by its
GIEI score, Russia could do much better and
be up with the top performers in the Islam-
ic finance sector in Eurasia, given its high
awareness score and possession of several
working Islamic financial institutions. Rus-
sia’s mediocre performance is explained by its
zero score in the governance category because
of the absence of any federal-level regulations
for Islamic finance, lack of Sharia scholars,
etc. Challenges in the legislative field, such as

regulatory inconsistencies, also remain a key
issue.

There is a need for amending legislation
in Eurasian states to grant access to Islamic
financial institutions. Also, the lack of harmo-
nized technical and contractual standardiza-
tion continues to hinder the growth of the Is-
lamic finance industry. Thus, the work amend-
ing national regulations should continue into
the financial, insurance and tax spheres, as
well as in standardization and certification.

In the Halal industry, a lack of generally
accepted Halal standards of certification and
accreditation rules and institutions among
OIC countries and elsewhere aggravates the
problem. However, positive developments,
such as the establishment of IHAF, will soon
change the environment. There is also a mis-
use of Halal marks in Eurasian states by firms
that do not comply with necessary Halal stan-
dards. Consequently, in some countries there
is a need for regulations banning the use of
Halal labels without certification.

To further support the infant Halal indus-
try, as a temporary measure, subsidies and
other support for Halal producers might be
considered in some countries. For instance,
as part of the project “Export of agricultural
products”, the Russian government plans to
draft a decree which will provides for the pos-
sibility of granting Russian companies sub-
sidies from the federal budget to compensate
for part of the costs associated with certifi-
cation and homologation of products in for-
eign markets. Support will extend to certifi-
cation under the Halal standard. However, it
should be noted that for the countries which
are members of WTO such measures would be
a violation of the “level playing-field”, and as
such strictly prohibited by the regulations of
this organization.

In terms of the institutional catego-
ry of the Islamic economic ecosystem, as
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experience of some successful countries
shows, international cooperation with IDB
and other institutions such as Dubai Center
for the Islamic Economy Development is cru-
cial. The Eurasian region is already on the
radar of the Islamic world. For instance, Is-
lamic multilateral institutions and countries
in the Arab and Muslim world play an active
role providing technical and financial assis-
tance to Eurasian states. In fact, it is thanks
to Kazakhstan's cooperation with the IDB
group that the country was able to grow its
Islamic finance. For example, the first law
was developed with the help of a technical
assistance grant, as was the creation of the
first leasing company now operating in Al-
maty. The same is true for the attraction of
almost § 1.6 billion of investment since 2000,
in accordance with Islamic law, in the field of
transport and communications, energy, agri-
culture and health, and SMEs, amongst other
things. IDB has helped Kyrgyzstan and Azer-
baijan in their efforts to develop both the Is-
lamic finance infrastructure and Halal certi-
fication, The efforts of IDB are also evident in
Tajikistan, Uzbekistan, and Tatarstan.

The positive factor is that currently there
is a general trend for Islamic financial institu-
tions to go global. They discuss their interna-
tionalization strategies openly. At a CIBAFI-
IDB Roundtable Meeting, held in Bahrain in
2015, the participants, who were senior Islam-
ic finance practitioners and international in-
dustry experts from over 15 countries, stated
that despite the undoubted progress of Islam-
ic finance, there are still few Islamic financial
institutions that have the scale to operate and
compete at a global level. Even at a regional
level, there are not many big Islamic financial
institutions that have a significant presence
outside their home country. The need to in-
ternationalize Islamic financial institutions
is recognized by all those in the industry.
The challenges lie in many areas: disparities
in the level of Islamic finance development,
a complex regulatory landscape that mixes
both Islamic and conventional finance, a lack
of standard financial products and contracts,

and differing Sharia interpretations. In addi-
tion, there is also the challenge of defining
internationalization strategies that will meet
the extraordinarily diverse needs of those,
both Muslim and non-Muslim, who seek to
engage with Islamic finance, while also gen-
erating income and profits for the Islamic fi-
nancial institutions themselves so that they
will be able to maintain and grow sustainable
businesses.

What are the interests of Islamic institu-
tions and countries in the Eurasian region?
First of all, there is a demand for Islamic fi-
nancial products and liquidity at a time when
diversification programs and industrialization
is on the agenda. Secondly, most of the region-
al enterprises are concentrated in the sphere
of extraction or primary processing of raw
materials. These industries are least at risk,
and even in crisis years have a certain mar-
gin of strength due to the widespread demand
for mineral resources. To become a partner of
such an enterprise could be a successful in-
vestment for an Islamic bank, and one which
does not contradict the canons of the Sharia.
Thirdly, the introduction of financial institu-
tions represents a serious bid to strengthen
those institutions’ presence and influence in
this geopolitically important region.

It is a favourable time for Eurasian states
to reach out and receive assistance from the
Islamic world in terms of technology, capac-
ity-building and advisory support in Islamic
economy and finance.

Human capital

The inclusiveness of Muslim migrants and
their capacity-building is a major aspect of
human capital. Developing the Islamic econo-
my in Russia could be a solution to the current
issue of migrant inclusion into the Russian
society, allowing them to integrate smoothly
while still practicing their religion and Halal
lifestyle. According to a Russian researcher of
the Islamic economy, R. Bekkin, the Wagf In-
stitute can prove its effectiveness in helping
migrants from Muslim countries adapt to life
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in Russia. For example, according to some re-
ports, from 500,000 to 1 million Tajik citizens
temporarily reside and work in Russia. Most
of them do not know Russian well (66% of mi-
grants to Russia either do not know Russian
at all or speak it only at intermediate level);
do not know the basics of Russian statehood,
the basic laws, etc. Migrants to Russia are
predominantly young people, 18-29 years old
(74%), and 30-38 years old (26%). Labour mi-
grants from the former Central Asian repub-
lics are actively involved in small and medi-
um-sized businesses. Increasing their educa-
tional level will certainly help to increase the
efficiency of their businesses. In order to help
Muslims from other countries adapt to Rus-
sian conditions, it will be necessary to create
a non-governmental educational centre, based
on Waqf assets, in which migrants can learn
Russian, the basics of Russian legislation, and
perhaps even get a new profession. From the
funds of a similar Wagqf, endowment of schol-
arships and libraries for Muslim students is
also possible. Assistance to Muslim migrants
and students does not have to mean the provi-
sion of money, and it can sometimes achieve
cost reductions for small and medium-sized
entrepreneurs and students. Information and
advisory services financed by Waqf may be in-
valuable in this regard.

Preparing specialists at governmental lev-
el (professional courses) has been another suc-
cessful initiative in some Eurasian countries
that the can be replicated by others. Short-
age of qualified human capital, specifically
educated in the sphere of Islamic finance and
Halal industry, Sharia-compliance, absence
of such specialists in Eurasia, is among the
most frequently mentioned and the gravest
problems in Eurasia. In Kazakhstan, the AIFC
Bureau for Continuing Professional Develop-
ment is responsible for human capital devel-
opment. It plans to retrain over 2000 special-
ists in the financial industry and, ultimately,
create a critical mass of professionals for an
AIFC eco-system and beyond. In addition, the
Bureau is responsible for the investment and
financial literacy programs related to AIFC’s

core pillars, including Islamic Finance, Fin-
tech, Capital Markets, Green Finance, as well
as Asset and Wealth Management.

Awareness

Raising awareness, increasing the amount of
available information and advocacy, and open-
ing educational and information centres are
amongst the necessary measures for sustain-
able development of Islamic economic ecosys-
tem in Eurasia. In terms of Islamic finance,
there is a low awareness of Islamic products
and services and their benefits among the
people of Eurasia. The low penetration lev-
els of Islamic finance outside its traditional
markets can be attributed to the lack of public
awareness and the narrow recognition of Is-
lamic financial products and services. For in-
stance, according to IDB’s Kazakhstan Coun-
try Report, in 2015, 71% of surveyed Kazakhs
say they had never heard of Islamic banking.
Among survey respondents, 41% did not un-
derstand the differences between convention-
al and Islamic banking but were open to find-
ing out more. Another 39% said that they did
not need to know any more.

The level of spirituality of the popula-
tion in the country is insufficient, the degree
of confidence of economic entities in Islamic
finance is low, and the newly formed Islam-
ic financial institutions cannot compete suc-
cessfully with traditional financial structures
in the initial period. In the opinion of local
researchers, when introducing an Islamic
model of financing in Kazakhstan, it will be
necessary to ensure a systematic approach.
As an example, Islamic banks are instructed
by law to explain to customers the specifics
of banking operations carried out in compli-
ance with the principles of Islamic finance.
If they are violated, a bank’s licence may be
revoked. In order to monitor a bank's compli-
ance with the principles of Islamic finance, a
Sharia council must be established. Legally, it
is called a Council on Islamic Financing Prin-
ciples. It is a body appointed by the general
meeting of shareholders of the bank on the
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recommendation of the board of directors, or
the board of directors as decided by the gen-
eral meeting of shareholders. Islamic banks
should provide clients with transparency re-
garding the funds they use. Thus, at the re-
quest of the client, an Islamic bank is required
to submit a report on the use of money on an
investment deposit.

Addressing Islamophobia through in-
creasing awareness and promoting a correct
understanding of traditional Islam will help
to de-politicize Islam. Islamophobia is mainly
connected with the threat of the spread of Is-
lamic extremism and terrorism. The increase
in terrorist activities in the region has pro-
voked public debate and concern. Islam has
been politicized in Tajikistan in a more dis-
tinct way than in other Eurasian countries.
For instance, Tajikistan's struggle against
alleged Islamist groups, the competition of
current government with the Islamic Renais-
sance Party, and the attempt to attract the
big powers' attention has fed a discourse that
warns of an imminent Islamist threatt. The
Islamic Renaissance Party of Tajikistan was
the only legal Islamist party in Central Asia,
but has been a banned Islamist organization
since 2015. It is included in the List of Terror-
ist, Extremist and Separatist Organizations of
the Regional Anti-Terrorist Structure of the
Shanghai Cooperation Organization.

The fear of the Islamist threat is also
strong in other Central Asian states. A phe-
nomenon called the “discourse on danger”
largely determines the relationship between
state and Islam in Central Asia. The imminent
threat of religious radicalism encourages the
formation of political alliances. It is employed
both in the direction of cooperation with the
West within its “war against terror”, and in re-
spect of Russia and in China who “fight against
extremism”. The threat previously associated
with Taliban regime in Afghanistan, and now
with ISIS’s activities, unites local govern-
ments and big powers in security-preserving
organizations such as the Shanghai Coopera-
tion Organization and the Collective Security
Treaty Organization. Islamic discourse is also

widely used to silence critics of the regime,
accusing them of the fact that their opposi-
tion activities are linked to the agenda of ter-
rorists. Only Turkmenistan officially denies
the existence of any Islamist danger*. Azer-
baijan is also willing to preserve its status as
a secular state, and shuns everything con-
nected with the notion “Islamic”.

As a result, the term “Islamic” is still
sometimes perceived negatively in Eurasian
countries. Sharia law is often associated with
extremist groups who impose ruthless inter-
pretations of the religious teachings of Is-
lam on unwilling populations. Yet Sharia law,
which derives from the Quran, can also be ap-
plied to other dimensions of everyday life, en-
abling people to conduct their economic ac-
tivity in a more sustainable way and to enjoy
higher quality and less risky products and
services.
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The global Islamic economy is a rapidly
growing $2 trillion market which includes
all sectors, starting from basics such as food
to more sophisticated products like financial
services tailored strictly in accordance with
Islam. The major trendsetters in this market
are the increasing number of Muslim millen-
nials (almost two-thirds of all Muslims to-
day) who have access to the Internet and mo-
bile technologies, and who want all aspects
of their daily lives to conform to their reli-
gious views. Technology and online network-
ing platforms enable conventional Islamic
economy sectors to go digital, outreach to
larger audiences and accelerate the pace of
the growth - “Islamisation” - in world mar-
kets.

Consequently, the Islamic term “Halal’,
which means “permitted”, is now applicable
to all parts of the everyday life of a Muslim,
and so has led to the concept of a “Halal life-
style”. Halal is perceived to be a standard of
clean, healthy, safe, environmentally friend-
ly, organic food, and other goods, and ethi-
cal, fair, quality services. Muslims around
the world strive to adhere to the require-
ments of their faith and choose Halal con-
sumer products and services. People with
other religious views also support universal-
ly-shared values and make more responsible
choices when they shop and consume. So,
the demand for Halal products and services
grows, causing the market for Halal to grow
exponentially.

Multinationals such as Nestle realized
the size of the demand for Halal products in
the 1980s. They quickly understood the ben-
efits associated with Halal certification, and
adjusted their business strategies according-
ly. Corporations introduced Halal products
lines, increased the number of their Halal
certified production facilities, ensured ob-
servation of Halal requirements through the

whole value-chain of production, transporta-
tion, retail and catering, and started invest-
ing heavily in Halal markets worldwide. The
large established players have an advantage
over new entrants in Halal market because
as a rule they have fine-tuned their process-
es and put safety procedures in place, and so
have to do less to comply with Halal require-
ments. Yet, the vast opportunities caused by
existing gaps between producers and con-
sumers of Halal through the whole value-
chain is attracting more firms to seek their
own niche.

Active changes coming from the com-
mercial sector and demand from consumers
is pushing governments to amend and im-
prove the Islamic economic ecosystems in
their countries. Some, such as the UAE and
Malaysia, aspire to become world centres of
the Islamic economy, Islamic finance, and
Halal certification, and have adopted cor-
responding policies and programs. Capital
from rich Muslim states also searches Is-
lam-compliant channels and projects, and
ways to reach out to new clients for partner-
ship banking consumers. Thus, the process
of streaming finance from Islamic states is
mutually beneficial and has a healing effect
on conventional economic systems as the Is-
lamic finance has proved to be more resilient
in financial crises.

The Eurasian region, with its large Mus-
lim population, is on the crest of a new wave
in the global Islamic economy. There is a
higher degree of interest in this topic on the
part of local stakeholders and positive devel-
opments in all spheres. Halal standards and
certification of Halal on a country level are
being introduced throughout Eurasia. The
volume of Halal export continue to increase.
Merit to the IDB and commitment from the
political elites in the region, the Islamic fi-
nance sector is maturing. Every day more
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SMEs become fully-fledged players in the in-
ternational Halal market.

In particular, we note the successes of
Azerbaijan in Halal certification, Kazakh-
stan’s continuous measures to improve its
domestic Islamic finance sector, and the
fruitful efforts of Kyrgyzstan to develop Ha-
lal tourism, Modest Fashion and Pharmaceu-
ticals and Cosmetics.

Nevertheless, there is much room for
growth and improvement. Among the stiff-
est challenges is the problem of political bias
and Islamophobia. By tackling this with po-
tential clients, and increasing the number of
specialists in this field, we hope that coun-
tries such as Russia and Tajikistan will be
able to utilise their potential in the Islamic
economy, which would help the rest of Eur-
asia to improve.

It is worth saying that all of these vul-
nerable fields are actually the play-ground
for entrepreneurs striving to grasp the op-
portunities in such spheres as consulting as-
sociated with Islamic finance, the certifica-
tion of Halal, education in Islamic econom-
ics, finance, and Sharia law, etc. We believe
that while governments have the instru-
ments to create the necessary framework,
entrepreneurs are the major driving force for
making the desired changes. They will also
be the beneficiaries of a more developed Is-
lamic economy ecosystem in Eurasia.

The evolution of the Islamic economy
ecosystem in Eurasia seems to flow natu-
rally, given the number of Muslims in the
region. Other factors are the interregional
dynamics and the attention around capital-
intensive Belt and Road infrastructural proj-
ects. There are also numerous events on the
theme of the Islamic economy and finance
and Halal produce, new educational and not-
for-profit programs and activities promoting
Islamic values and knowledge in the region,
and the spread of IT and the Internet gener-
ally, which is accelerating the development
of the Islamic economy in the region. There
is strong political support for, and a commit-
ment from international Islamic institutions

to help create all the necessary conditions
for business entities willing to work in an Is-
lamic economy environment. Taking into ac-
count the pace of growth of the Islamic econ-
omy in Eurasia already and the small num-
ber of quality market participants, it is obvi-
ous that this is the right time to enter this
“blue ocean”.
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Ata: Simply refers to a donation or a grant.

Awqaf: This is plural of the word Wagqf (see below). It refers to property that has been transferred to
a charity or a trust on a voluntary and permanent basis. The purpose is to allow rights of usu-
fruct to other people.

Bayt ul Mal: The Islamic state treasury.

Figh: This refers to Muslim jurisprudence. In addition to issues like the five pillars of Islam, it cov-
ers family law, inheritance and commerce, to name just a few areas. Figh is based primarily on
the Quran and Sunnah.

Gharar: This means the uncertainty and ambiguity in transactions which comes from events whose
happening or otherwise is subject to chance and as a result is unknowable to the parties to a
transaction at the time of the contract.

Gharim: A person who is in debt and cannot pay the debt from his wealth.

Halal: That which is allowed according to Islamic law.

Haram: That which is against Islamic law.

Hima: This refers to public land which is reserved for the use of a person or a group, and excludes
other members of society.

Al-Hisbah: This is a system of state inspection to ensure fair practice in markets. The term is also
used in a more general sense to include checking minor crimes on streets.

Ijarah: This is a contract involving hiring or leasing through which the services of a person or a le-
gal entity or organization is rented out or leased against a mutually agreed fee (the rent or leas-
ing fee). This contract is somewhat like a leasing and instalment loan, or a hire-purchase agree-
ment. It can eventually lead to the ownership of buildings.

Iktinaz: This refers to hoarding wealth without fulfilling one's legal obligations with it.

Infaq: This refers to spending in Allah's way, especially to assist the poor and needy.

Iqta: This is when the state gives individuals ownership or usufruct rights over state land.

Ifgar: This means lending any animal for riding or carrying a load, free of cost.

Irtifaq: This means giving concessions that relate to real estate (i.e. giving the right to place a beam
on a neighbour’s wall).

Istisna: means asking someone to construct, build or manufacture an asset. In Islamic finance,
istisna' is generally a long-term contract whereby a party undertakes to manufacture, build or
construct assets, with an obligation from the manufacturer or producer to deliver them to the
customer upon completion. In practice, the key advantage of an istisna’ contract is that it can
provide flexibility to the customer, where payments can be made in instalments linked to project
completion, at delivery or after project completion. In contrast to istisna) for salam contract the
payment has to be made in full, in advance™.

Joaalah: This is an agreement which involves hiring optional services—for instance: someone offering
a reward or compensation to any person who performs a given service, such as a father offering a
reward for finding his missing son or indicating where he is. In this contract, the person who does
the designated job becomes entitled to receive the promised compensation. In contrast to Ijrarah, in
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which a given person does a designated job, in Joaalah, anyone can do the job even though he does
not have the means to do it. But once he does it, he is entitled to the compensation offered.

Kharaj: This is tax on land.

Khums: This refers to a levy of 20 percent which is imposed on some kinds of wealth (i.e. mines and
wealth buried in land that has no owner).

Manihah: This is a productive asset given to a needy person for a certain period of time. The person
uses it freely and enjoys its usufruct.

Maun: This means lending items of ordinary use (i.e. domestic utensils) free of cost.

Mudarabah (also called Qirad): This is a profit and loss sharing contract. In it, one party provides
capital and the other manages the enterprise. If there is loss, the provider of capital bears the
financial loss while the worker loses his labour. If there is profit, both parties share it in propor-
tions agreed upon at the time of the contract.

Muhagalah: This refers to the sale of wheat while it is still growing. It also refers to the sale of un-
harvested crops. This kind of sale contract is not allowed in Islam.

Mukhabarah: This is a share-cropping contract whereby the land owner reserves the crop of a cer-
tain area for himself. The share-cropping contract of this nature is not permitted in Islam.

Murabaha: One of the most controversial type of transaction, it is a contract of sale in which pay-
ment is made some time after delivery of the goods transacted. Used as the basis of modern Is-
lamic banking since the amount charged for deferred payment is in excess of the current market
price (usually by an amount approximately equivalent to the prevailing rate of interest).

Musharakah: This simply refers to a partnership. This is like a joint-venture agreement which stip-
ulates the conditions of a partnership. For this joint-venture to be in line with Islamic law, both
parties must participate in profits and losses, not just in profits. This technique can be used for
short-term financing.

Muzara'ah: This is a contract involving share-cropping.

Nisab: This refers to the minimum amount of property liable to Zakat payment.

Qard Hasan: This literally means a goodly loan. In Islamic economics, it refers to a loan without
any return.

Riba: This means interest. More specifically, it refers to any pre-agreed excess paid or received over
and above the principal in a loan contract.

Riba Nasia: This refers to interest in debt. Nasia means a delay given to the debtor. You will find
this kind of Riba in all credit transactions in which a loan is advanced to a person on a payment
of interest over and above the principal for the time of the debt.

Riba al-Fadl: This refers to interest in barter. This indicates the excess charged in the exchange
of commodities of the same kind (for instance, wheat for wheat, barley for barley, etc.). Barter
transactions were common during Prophet Muhammad’s time (peace and blessings be upon
him), and he did not restrict the application of Riba only to the credit transaction of cash, but to
all types of barter.

Rikaz: This is ancient wealth found buried in land whose owner is unknown,

Sadaqah: This means anything which is given, or help offered, to others to seek Allah's Pleasure.
It also refers to a good act. If it involves spending income, this must have been earned in an Is-
lamically permissible way.

Sadaqah al-Fitr: This is an Islamic levy paid in the month of Ramadan.

Takaful: This is a scheme of mutual support which offers insurance to people against the dangers
of falling into unexpected and dire need.

Ushr: This refers to the ten percent (in some cases five percent) of agricultural produce payable by a
Muslim as a part of his religious obligation, like Zakat (see below) mainly for the benefit of the
poor and the needy.
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Wagf: This means assets which have been entrusted to an individual or an organization for a speci-
fied charitable purpose.

Wasiyyah: This is the Arabic word for a will. Under Islamic law, a person cannot bequeath over one-
third of his total inheritance, nor can he make a bequest in favour of any of his heirs in addition
to his or her share which is fixed by Islamic law.

Zakat: This refers to a compulsory levy on each Muslim who has wealth which equal to or more
than a minimum called Nisab (see above). It is one of the five pillars of Islam. There are eight
categories of those who receive Zakah, including the poor and needy.

Wadiah account®?*: This refers to demand deposits based on a storage contract under which the
bank can dispose of the funds entrusted to it and make a profit from their placement. At its dis-
cretion, the bank pays customers a material reward in the form of a gift (hiba).

Sukuk - is an Islamic financial certificate, similar to a bond in Western finance, that complies with
Sharia, i.e. Islamic religious, law. Since the traditional Western interest-paying bond structure is
not permissible, the issuer of a sukuk sells an investor group a certificate, and then uses the pro-
ceeds to purchase an asset, of which the investor group has partial ownership. The issuer must
also make a contractual promise to buy back the bond at a future date at par value'?s.

Tabarru' Contract: A non-compensatory contract (aqd) in which a property is donated by one party
to another without consideration. The donor transfers ownership of the property to the donee
free of any commitment or obligation. Among the key tabarru' contracts are: Wagf (endowment),
Kafalah (particularly personal kafalah), Loan (gard al-hasan), Hawalah (assignment of debt),
Hibah (gift)™>.

Wakala: is the agency contract which is used widely in Islamic Finance. The applications range
from brokerage services in permissible activities, like certain stocks, as well as being an agent
in a Murabaha transaction. The client who wants to be financed acts as agent for the bank in
acquiring the asset, which is then sold to him in instalments. Agents can be compensated for
their assignment with a fixed, variable or performance-based model, which is frequently used to
influence pay-outs and cash flows in financial engineering*?s.

Sharia: Islamic law as revealed in the Quran and through the example of Prophet Muhammad.
A Sharia-compliant product meets the requirements of Islamic law.

Sharia Board is the committee of Islamic scholars available to an Islamic financial institution for
guidance and supervision in the development of Sharia compliant products.
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9. Appendices:
Tables and Graphs

9.1 GIEI rankings for Eurasian countries in 2017

Global 22.43 17.97 28.31 20.34 17.17 21.65 26.01
Azerbaijan 20.37 6.56 4027 37.50 6.05 30.77 3273
Kazakhstan 15.51 10.78 21.17 10.67 9.30 2841 21.03
Kyrgyzstan 11.41 4.85 19.16 29.07 726 1211 19.79
Russia 10.71 0.78 19.68 19.90 19.65 33.58 2090
Tajikistan 7.86 3.59 13.45 1.55 10.64 7.77 19.98
Uzbekistan 1.02 0.16 0.08 125 0.89 17.26 0.04
Turkmenistan 0.33 0.08 0.00 0.00 0.09 5.99 0.00
Benchmark countries’ performance

Saudi Arabia 6727 84.15 47.36 4317 14.88 32.94 46.93
Iran 3829 42.90 3528 20.27 12.25 23.58 26.48
Turkey 2243 22.66 33.82 72.37 37.11 2547 31.66

Source: Thomson Reuters and DinarStandard
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9.2 Export of food from Eurasian region to OIC
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Source: ITC Trade Map available at https://www.trademap.org/Index.aspx

9.3 Cumulative amount of food and beverage exports of Eurasian countries to OIC

Armenia
Azerbaijan
Georgia
Kazakhstan
Kyrgyzstan
Russia
Tajikistan*
Turkmenistan
Uzbekistan

Total

Source: ITC Trade Map available at https://www.trademap.org/Index.aspx

68 316

2 182 637

1073328

9716 312

1346 431

67 452 939

1185872

83 025 835

2614 690

7 472 095

5 580 664

24 490 021

1918 487

133 257 433

1451774

357 414

7134 859

184 277 437

and to the world, 2001-2016

2.6%
292%
19.2%
39.7%
70.2%
50.6%
81.7%

n/a
n/a

45.1%
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0.00%
0.12%
0.06%
0.55%
0.08%
3.81%
0.07%
0.00%
n/a

4.69%
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9.4 Halal Food Sector Score, part of GIEI 2017. (Georgia and Armenia are not included into GIEI ranking)

Sector Meat exports Governance = Awareness Social GIE
score to OIC, $ millions score score score ranking
Global 28.31 12 846.48 46.58 8.42 43.84
Malaysia 89.00 15.00 100.00 194.00 58.00 1.00
Azerbaijan 4027 0.02 100.00 0.00 61.00
Kazakhstan 21.17 5.80 33.33 414 4581
Russia 19.68 68.54 33.00 4.00 37.00
Kyrgyzstan 19.16 194 0.00 408 71.88
Tajikistan 13.45 0.00 0.00 0.00 53.80
Uzbekistan 0.08 1.27 0.00 0.00 0.00
Turkmenistan 0.00 0.00 0.00 0.00 0.00
Benchmark countries’ performance
Saudi Arabia 47.36 226.30 25.68 100.00 10.31 53.45
Iran 35.28 24.74 3.19 66.67 6.73 64.51
Turkey 33.82 322.66 27.34 66.67 6.22 35.06

Source: Thomson Reuters and DinarStandard available at http://www.zawya.com/giei/#

9.5 Halal Food sector score breakdown by country and by metric category, 2017.
(Georgia and Armenia are not included into GIEI ranking)

Global RF KZ KG Uz TK T) AZ SA R TU
I. Supply drivers relative to country size (Meat/Live Animal exports to OIC countries)
Export to OIC, $ thousand 12846482 68535 5795 1940 1268 0 2 22 226230 24738 322662

Il. Governance (Halal regulations and certification requirements)

Halal Regulations NA NA NA NA NA  NA NA 1 1 1 1
Certification required NA NA  NA  NA NA NA* NA 1 1 NA NA
for imports

Certification available

NA 1 1 NA  NA NA NA 1 1 1 1
for local producers

Ill. Awareness (number of related news articles and events)

Number of News Articles 516 6 3 2 NA  NA : NA | NA 9 9 6

Number of Events 41 1 NA NA~ NA NA NA NA 1 NA 1
IV. Social (food pricing index)
Food Pricing Index 093 069 085 133 NA NA 100 113 099 120 065

* According to our data, Turkmenistan has an obligatory certification required for imports.

Source: Thomson Reuters and DinarStandard available at http://www.zawya.com/giei/#
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9.6 Export of clothing from Eurasian region to the OIC
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Source: ITC Trade Map available at https://www.trademap.org/Index.aspx

9.7 Cumulative amount of clothing exports of Eurasian countries to the OIC and to the world, 2001-2016

Armenia 2 403 506 093 0.5% 0.00%
Azerbaijan 2721 25 646 10.6% 0.00%
Georgia 387 830 514 847 75.3% 0.15%
Kazakhstan 10513 536 378 2.0% 0.00%
Kyrgyzstan 422 447 1167 649 36.2% 0.16%
Russia 1259 936 4130 585 30.5% 0.48%
Tajikistan* 510 47 276 1.1% 0.00%
Turkmenistan = 581 862

Uzbekistan - 1706 984

Total 2 086 360 9217 320 22.6% 0.79%

* Data for 2014-2016 only

Source: ITC Trade Map available at https://www.trademap.org/Index.aspx

11O THE ISLAMIC ECONOMY - THE FASTEST GROWING LARGE ECONOMY. EURASIAN FOCUS
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See 9.8 Modest Fashion Sector Score, part of GIEI 2017

Sector Clothing exports Financial Awareness Social GIE
score to OIC (millions) score score score ranking
Global 41 185.43
UAE 63.00 1242.78 64.00 93.00 32.00 2.00
Russia 19.65 108.00 2.00 551 51.43
Tajikistan* 10.64 157.29 16.89 0.00 15.04
Kazakhstan 9.30 3.76 0.00 0.00 2763
Kyrgyzstan 7.26 30.15 3.31 0.00 1847
Azerbaijan 6.05 0.02 0.00 0.00 1814
Uzbekistan 0.89 33.760 2.67 0.00 0.00
Turkmenistan 0.09 2.780 0.00 0.00 0.00
Benchmark countries’ performance
Saudi Arabia 14.88 66.96 2.37 3.59 38.70
Iran 12.25 7.07 2.82 12.02 21.90
Turkey 37.11 2.65 70.16 1311 28.06

Source: Thomson Reuters and DinarStandard available at http://www.zawya.com/giei/#

9.9 Modest Fashion sector score breakdown by country and by metric categories, 2017
(Georgia and Armenia are not included into GIEI ranking)

Global RF KZ KG Uz TK T) AZ SA IR TU
I. Financial
;'gfi'l‘lii’(‘)ﬁf"pm toOIC, 4118543 108 376 3015 3376 2.78 15729 002 66955 7007104 2 654 680
Il. Awareness
Number of News Articles 117 3 NA NA NA  NA NA | NA 2 3 4
Number of Events 25 1 NA NA NA | NA | NA NA NA 1 2
I1l. Social
Clothing Pricing Index 124 065 074 091 NA NA 074 090 128 045 0.76
Labour Fairness Index 1.26 300 1.00 @ NA NA  NA  NA NA 1 1 1

Source: Thomson Reuters and DinarStandard available at http://www.zawya.com/giei/#
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9.10 Islamic Finance Sector Score, part of GIElI 2017 (Georgia and Armenia are not included into GIEI ranking)

Malaysia 146.00 280.00 111.00 341.00 41.00 1.00
Kazakhstan 10.78 273 35.21 4.78 0.00
Azerbaijan 6.56 3.00 10.00 3.00 10.00
Kyrgyzstan 4.85 2.56 14.94 1.71 0.00
Tajikistan 3.59 1.08 12.50 0.80 0.00
Russia 0.78 0.56 0.00 2.57 0.00
Uzbekistan 0.16 0.00 0.00 0.00 0.00
Turkmenistan 0.08 0.00 0.00 0.00 0.00
Benchmark countries’ performance

Saudi Arabia 84.15 102.48 36.13 49.35 148.65
Iran 42.90 120.36 2741 13.77 10.07
Turkey 22.66 813 27.07 16.78 38.64

Source: Thomson Reuters and DinarStandard available at http://www.zawya.com/giei/#

112 THE ISLAMIC ECONOMY - THE FASTEST GROWING LARGE ECONOMY. EURASIAN FOCUS
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9.11 Islamic Finance sector score breakdown by country and by metric category, 2017.

(Georgia and Armenia are not included into GIEI ranking)

Global RF KZ KG Uz TK T Az SA IR TU

I. Financial (e.g. size of Islamic Finance assets and number of Islamic Finance institutions)

IFI Assets (US$ Mn) 1765831 NA 127 37 NA NA NA 21 472654 545377 49572
Number of IFls 1407 6 7 5 1 0 2 6 129 140 16
LELER e I ] TS 344769 NA 56 NA NA NA NA NA 52545 1136 11339
(US$ Mn)

Number of Outstanding Sukuk 2 438 NA 1 NA  NA NA NA NA 71 23 39
Valuelofi|slamic funds 91233 NA NA NA NA NA NA NA 20600 37737 19
(US$ Mn)

Number of Islamic Funds 1394 NA  NA  NA | NA 218 170 5

1l. Governance (e.g. regulations for Islamic Finance and disclosure index score)

Regulations for Islamic Finance NA NA 4 3 NA  NA 3 NA 2 5 2
Centralized Sharia Board NA NA  NA  NA  NA NA NA NA NA NA NA
Number of Sharia Scholars 1075 NA 3 1 NA  NA NA NA 86 NA 7
Disclosure Index Score 24.82 NA 36 4 NA  NA  NA 21 2902 | 1350 | 36.75

Il. Awareness (e.g. number of related news articles, Islamic Finance education institutions, research papers, and events)

Number of IF Education Insti-

tutions 683 3 3 NA  NA NA NA 1 26 12 11
Number of News Articles 21 964 85 36 26 6 6 15 1 23 1301 170 433
Number of Research Papers 2 581 18 5 1 NA  NA NA 3 102 35 47
Number of IF Events 417 1 NA~ NA  NA NA NA NA 12 2 1

IV. Social (e.g. value of Zakat and charity and CSR disclosure index score)

Value of Zakat and Charity
(US$ Mn)

CSR Disclosure Index Score 247 NA NA  NA @ NA  NA  NA 1 212 1 3.75

682 NA 0 NA  NA  NA NA  NA 362 NA 3

Source: Thomson Reuters and DinarStandard available at http://www.zawya.com/giei/#
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9.12 Muslim populations in Eurasia

Country

Azerbaijan
Armenia
Georgia
Kazakhstan
Kyrgyzstan
Russia
Tajikistan
Turkmenistan
Uzbekistan

Total

Total Population,
thousand

976227
2924.82
3719.30
17 797.03
6082.70
144 342.40
873495
5 662.54
3184820

230 874.21

Sources: World bank, The Guardian, data for 2016

Country
Armenia
Azerbaijan
Georgia
Kazakhstan
Kyrgyzstan
Russia
Tajikistan
Turkmenistan
Uzbekistan

Source: World Bank, Databank

Muslim, %

98.40%
0.01%
10.50%
56.40%
88.80%
11.70%
99.00%
93.30%

96.50%

9.13 Urban population of Eurasian states (% of total)

Muslim,
thousand

9 606.07
029
390.53
10 037.52
5401.44
16 888.06
8 647.60
5283.15
30 733.51

86 988.18

2012 2013 2014 2015 2016
63.2 63.0 62.8 62.7 62.6
53.9 54.1 544 54.6 54.9
53.2 533 535 53.6 53.8
53.5 53.4 533 532 532
354 355 356 357 359
73.8 739 739 74.0 74.1
266 266 26.7 26.8 269
49.0 494 49.7 50.0 50.4
36.2 36.2 36.3 36.4 36.5
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Country
Armenia
Azerbaijan
Georgia
Kazakhstan
Kyrgyzstan
Russia
Tajikistan
Turkmenistan

Uzbekistan

2012 2013
-0.1 0.1
1.8 1.7
-1.0 -1.0
12 1.3
1.8 22
0.2 03
24 25
24 25
1.5 1.7

9.14 Urban population growth in Eurasian states (annual %)

2014 2015 2016
0.2 0.1 0.1
1.7 1.7 1.7

-1.0 0.1 04
1.3 1.4 1.4
23 24 25
03 0.3 03
25 25 26
25 25 24
19 20 2.1

Source: World Bank, Databank

9.15 Number of people aged 0-39 (millennials) in Eurasia

Country

Azerbaijan
Armenia
Georgia
Kazakhstan
Kyrgyzstan
Russia
Tajikistan
Turkmenistan
Uzbekistan

Total

Total Population,
thousand

976227
2924.82
3719.30
17 797.03
6 082.70
144 342.40
8 73495
5 662.54
31 848.20

230 874.21

Young population
(0-39), thousand

6 329.80
1699.38
2 047.57
11 941.00
439167
74 178.75
6902.19
4183.48
22 889.48

134 563.33

Young population, %

64.8%
58.1%
55.1%
67.1%
72.2%
51.4%
79.0%
73.9%
71.9%

58.3%
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9.16 Individuals using the Internet in Eurasian states (% of population)

Country 2012 2013 2014 2015 2016
Armenia 375 419 54.6 59.1 62
Azerbaijan 54.2 73 75.0 77 782
Georgia 369 433 44 475 50.0
Kazakhstan 533 63 66 72.9 76.8
Kyrgyzstan 19.8 23 283 30.2 345
Russia 63.8 67.9 70.5 734 76.4
Tajikistan 14.5 16 17.4 189 204
Turkmenistan 7.1 9.6 122 149 179
Uzbekistan 236 268 355 42.8 46.7

Source: World Bank, Databank

9.17 Mobile phone users in Eurasian states (per 100 people)

Country 2012 2013 2014 2015 2016
Armenia 1119 1124 1159 1158 114.7
Azerbaijan 108.7 107.6 110.9 111.2 106.2
Georgia 107.8 115.0 1249 1289 129.0
Kazakhstan 185.8 184.6 172.1 156.8 1499
Kyrgyzstan 124.1 1214 1344 132.7 1313
Russia 1453 152.8 155.1 159.9 163.2
Tajikistan 815 9138 95.1 985 106.6
Turkmenistan 114.0 116.8 135.7 145.9 157.6
Uzbekistan 71.0 743 73.7 733 773

Source: World Bank, Databank
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We would like to make it clear that the volume of export to the OIC from Eurasian countries is taken as an available proxy
indicator to depict the historic trend and perspectives of bilateral trade in the sphere of clothing between the OIC and
Eurasian countries. We understand that the general export of clothes by no means reflects the Modest Fashion sector’s
development and can only give an overall, indirect suggestion of trends and dynamics in the clothing industry.
https://data.worldbank.org/indicator/ITNET.USER.ZS

State of the Islamic Economy Report 2017/2018, developed and produced by Thomson Reuters in collaboration with
DinarStandard.

The compound annual growth rate (CAGR) is the mean annual growth rate of an investment over a specified period of
time longer than one year.
https://www.salaamgateway.com/en/story/report_the_oics_current_and_potential_role_in_the_global_Halal_food_trade-
salaam26022017061137/

Organization of Islamic Cooperation

OIC Economic Outlook 2017 available at http://www.sesric.org/files/article/576.pdf

Halalan toyyiban means allowed and permissible for consumption in relation to Sharia law as long as they are safe and
not harmful.

http://www.dinarstandard.com/digital-islamic-economy/
https://www.salaamgateway.com/en/story/islamic_digital_economy 2017_first_big_acquisition_silicon_valley backing
food_tech_and_ecosystem_building-SALAAM27122017012723/

Ibid

Pew Research Center is a nonpartisan “fact tank” that informs the public about the issues, attitudes and trends shaping
the world. It conducts public opinion polling, demographic research, content analysis and other data-driven social science
research, and does not take any policy positions.
https://www.bloomberg.com/news/articles/2017-06-23/saudi-arabia-s-new-heir-leads-revolution-of-powerful-millennials
https://www.washingtonpost.com/business/economy/saudi-arabia-a-kingdom-built-on-oil-plans-a-future-beyond-
it/2017/04/21/6574d2ee-251a-11e7-bb9d-8cd6118e1409_story.html7utm_term=.c20b8690198d
https://www.chathamhouse.org/sites/files/chathamhouse/publications/research/2017-07-20-vision-2030-saudi-
kinninmont.pdf

https://www.cnbc.com/2017/10/05/saudi-king-visits-russia-as-billion-dollar-deals-on-the-table.html
https://stepfeed.com/saudi-arabia-s-next-king-is-an-ambitious-millennial-3611

The term global consciousness can be explained as the “consciousness of the world as a whole,” interconnected and
interdependent -http://etheses.dur.ac.uk/12215/1/Understanding_the_Umma_as_an_Islamic_Global_Society.pdf?DDD35+
http://www.economist.com/node/2035058
https://www.ogilvy.com/topics/social/generation-m-young-muslims-changing-the-world/
file:///C:./Users/imanova/Downloads/MBR-2015-06-Bilal+Ahmad+Malik.pdf
https://www.alarabiya.net/articles/2009/11/17/91612.html
https://www.nestle.com.au/aboutus/fags/are-any-nestl%C3%A9-products-Halal
https://www.alarabiya.net/articles/2009/11/17/91612.html

https://books.google kz/books?id=ngN_BAAAQBA)&pg=PA125&Ipg=PA125&dg=Multinational+company+products+Halal&
source=bl&ots=G9DzHbSduY&sig=9Vw4WyKd)zRTN7jXbb5UkJmxKWO&hl=ru&sa=X&ved=0ahUKEwjMmt2ivM_ZAhW)CC
wKHVMGDcQQBAEIYjAL#v=0onepage&q=Multinational%20company%20productsf%20Halal&f=false
https://www.salaamgateway.com/en/story/ReportStateoftheGloballslamicEconomy201718-SALAAM27112017104745/
https://Halalfocus.net/japanese-sugar-firm-mitsui-invests-7-6m-in-Halal-production-drive/
https://www.salaamgateway.com/en/about-us/
https://www.salaamgateway.com/en/story/report_the_oics_current_and_potential_role_in_the_global_Halal_food_trade-
salaam26022017061137/
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https://www.salaamgateway.com/en/story/report_the_oics_current_and_potential_role_in_the_global Halal food_trade-
salaam26022017061137/
https://www.salaamgateway.com/en/story/what_are_the_food_items_oic_countries_import_the_most-
SALAAM12032017045713/

http://tvk-uko.kz/2017/12/20/predpriyatie-iz-yuko-e-ksportiruet-baraninu-v-iran/

We would like to make it clear that the volume of export to OIC from Eurasian countries is taken as an available proxy
indicator to depict the historic trend and perspectives of bilateral trade in the sphere of clothing between the OIC and
Eurasian countries. We understand that general export of clothes by no means reflects the Modest Fashion sector
development and can only give an overall indirect impression of trends and dynamics in the clothing industry.
http://muftyat kz/ru/article/2347, http://muftyat kz/ru/article/2316, http://www.muftyat.kz/ru/article/2371

the wife of the Head of Chechen Republic, Ramzan Kadyrov.

http://mpremiere.com/past-events/firdaws-fashion-show/
https://www.thedailybeast.com/chechnyas-first-lady-medni-kadyrova-launches-islamic-fashion-line
https://theculturetrip.com/europe/russia/articles/firdaws-the-national-fashion-brand-of-the-chechen-republic-has-global-
ambitions/

World Islamic Banking Competitiveness report 2016, E&Y available at http://www.ey.com/Publication/vwLUAssets/ey-
world-islamic-banking-competitiveness-report-2016/%24FILE/ey-world-islamic-banking-competitiveness-report-2016.pdf
https://forbes.kz/finances/finance/transtelekom_i_al_sakr_finans_pervaya_sdelka_po_islamskomu_lizingu/
https://primeminister.kz/ru/news/all/prezident-rk-prinyal-uchastie-v-tseremonii-vrucheniya-globalnih-premii-v-sfere-
islamskih-finansov-15243

https://www.news.tj/en/news/tajikistan/economic/20170223/237018

https://strategy2050.kz/en/news/43514/

https://en.trend.az/casia/tajikistan/2871436.html
https://www.pfh.de/fileadmin/Content/PDF/forschungspapiere/islamic_finance_in_the_states_of_central_asia_by_
alexander_wolters.pdf

https://www.rbth.com/business/2017/03/29/why-islamic-banking-russia-729937
https://www.rbth.com/business/2017/03/29/why-islamic-banking-russia-729937
https://www.reuters.com/article/russia-banking-islamicfunds/russian-banks-lobby-central-bank-to-draft-islamic-finance-
law-idUSLENOQK4KY20140814
https://eadaily.com/ru/news/2018/02/27/sberbank-zapustit-islamskie-okna-v-treh-musulmanskih-regionah-rf
http://www.irti.org/English/Research/Documents/IDB%20GLOBAL%20FORUM%200N%20ISLAMIC%20FINANCE/IDB_
Contribution_to_the_Development_of_Islamic_Finance_in_Central_Asian_Member_Countries.pdf

A unit of account of IDB, which is equivalent to one Special Drawing Right (SDR) of the International Monetary Fund
(IMF). The composition of currencies in SDR basket denominating in Islamic Dinar are USD 41.9%, EUR 37.4%, GBP
11.3% and JPY 9.4%.

http://www.mifc.com/index.php?ch=28&pg=72&ac=113&bb=uploadpdf
https://www.salaamgateway.com/en/story/kazakhstan_seeks_more_tieups_with_malaysia-SALAAMO06122017035553/
https://www.salaamgateway.com/en/story/seeking_growth_how_attractive_is_uzbekistans_Halal_food_market-
salaam27032017065401/
https://www.salaamgateway.com/en/story/what_are_the_food_items_oic_countries_import_the_most-
SALAAM12032017045713/

Armenia, Belarus, Kazakhstan, Kyrgyzstan, Russia

WHC was established in Indonesia in 1999 to unify the certification and accreditation procedures around the world.
Today, it unites 25 certifying bodies on the standards of “Halal” in many countries of the world, including Malaysia,
Indonesia, India, Japan, Bangladesh, South Africa, Kenya, Italy, Germany, Canada, etc. The headquarters of the organization
is in Malaysia.

http://Halalrt.com/comitet

http://www.islam.ru/content/economica/47107

The International Halal Accreditation Forum (IHAF) is an independent, non-government network of accreditation entities that
are mandated to enforce Halal standards in their countries and territories. IHAF is based in UAE and spearheaded by the
Dubai Islamic Economy Development Center (DIEDC) and the Emirates Authority for Standardization and Metrology (ESMA).
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61 Religious division of Malaysian Government that issues and controls certificates of Halal.

62  https://www.salaamgateway.com/en/story/interviewihaf_addressing the_need_for_unifying_Halal_accreditation_eng_
mohamed_saleh_badri-SALAAM0O5012018092624/

63 https://www.worldfood.kz/en/press-centre/news/361-19-04-2017food

64 “Overview-Kazakhstan's $3bln Halal food market’, Salaam Gateway, 23 January 2017, http://www.salaamgateway.com/
en/food/story/overviewkazakhstans_3_bln_ Halal_food_market-salaam12012016063840/.

65  https://ceif.iba.edu.pk/pdf/ThomsonReuters-IslamicGrowthMarketsInvestmentOutlook2015.pdf

66 Ibid

67  https://www.salaamgateway.com/en/story/seeking_growth_how_attractive_is_uzbekistans_Halal_food_market-
salaam27032017065401/

68  http:/ifrc-asia.org/

69  Export orientated fruit and vegetable processing and growing company located in Georgia and specializing in production
of high quality natural juices, fruit juice concentrates, IQF and Fresh fruit and berries, jams, comfitures, preserved fruit,
sauces, spices, and honey products.

70  http://www.east-invest.eu/uploads/Modules/Documents/eugbc--internet-catalogue-final-18.11.2014-2.pdf

71 https://www.euromeatnews.com/Article-Taze-Ay-receives-$4.5m-from-EBRD-to-increase-Halal-meat-production/237

72 https://india.tmembassy.gov.tm/en/news/8208

73 https://www.euromeatnews.com/Article-Taze-Ay-receives-$4.5m-from-EBRD-to-increase-Halal-meat-production/237

74 https://www.rt.com/news/349499-fitr-moscow-muslims-celebrate/

75 http://inosmi.ru/politic/20160815/237546297 .html

76  https://www.islamnews.ru/news-516911.html

77  https://realnoevremya.com/articles/2099-rustam-minnikhanov-we-attribute-great-importance-to-the-development-of-
the-islamic-economy

78  Partnership or Participation Banking is often used instead of the term “Islamic” banking in secular states.

79  https://eadaily.com/ru/news/2017/08/31/tatarstan-vypustil-islamskie-obligacii-v-cb-uzhe-ne-vozrazhayut

80 https://www.business-gazeta.ru/news/379543

81 http://tida.tatarstan.ru/eng/index.htm/news/650686.htm

82  https://en.wikipedia.org/wiki/Qol%C5%9F%C3%A4rif _Mosque

83  https://chelorg.com/2017/09/04/the-bulgarian-islamic-academy-opened-in-tatarstan/

84  https://www.isesco.org.ma

85  http://tass.com/politics/946363

86  https://inosmi.ru/politic/20160603/236751576.html|

87  https://www.ifri.org/sites/default/files/atoms/files/rnv99_m._laruelle_kadyrovism_en_2017 pdf

88  https://www.ridus.ru/news/215351

89 Academic mobility of foreign students in Russia, the National Research University “Higher School of Economics”, a regular
newsletter “Facts of Education’. Issue No. 7, July, 2016 available at http://ioe.hse.ru/factobr

90 Based on our calculations and assumption that in 2030 in Russia total number of foreign students will be 570,000
people (‘NUMBER OF STUDENTS, PEDAGOGICAL AND PROFESSOR-TEACHER STAFF, NUMBER OF EDUCATIONAL
ORGANIZATIONS RUSSIAN FEDERATION”, by Sociology Institute of Russian Science Academy, 2015).

91 World Population Prospects 2017 (UNITED NATIONS DESA / POPULATION DIVISION)

92  https://data.worldbank.org/indicator/ITNET.USER.ZS

93 Muslims and their organizations in Russia available at http://digitalcommons.georgefox.edu/cgi/viewcontent.
cgi?article=1755&context=ree

94  Muslim Eurasia : Conflicting Legacies, Yaakov Roi, 1995 available at https://books.google kz/

95  The Turkic Council is an international organization comprising some of the Turkic countries. It was founded on 3 October
2009 in Nakhchivan. The General Secretariat is in istanbul, Turkey. The member countries are Azerbaijan, Kazakhstan,
Kyrgyzstan, and Turkey. The remaining two Turkic states, Turkmenistan and Uzbekistan are not currently official members
of the council due to their neutral stance; however, they are possible future members of the council.

96 Russia and the New States of Eurasia: The Politics of Upheaval, Karen Dawisha,Bruce Parrott

97 At the top of the structure of a grand muftiate is a grand mufti and his council, followed by muftis and their councils.

Independent muftiates are governed by a mufti and a council. In Russia (as was during the Soviet Union) a muftiate is
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further divided into gadiyats which are led by gadis. Directly subordinate to gadiyats are muhtasibats which are headed by
a muhtasib. In some muftiates the qadis rank below a muhtasib.The level of governance differs from country to country and
even from muftiate to muftiate. In some countries muftis are elected by adherents while in others they are appointed to the
post by the council of muftis or appointed by the government. Source:https://en.wikipedia.org/wiki/Muftiate
https://en.wikipedia.org/wiki/Muftiate

Ibid

http://www.islamsng.com/sng/analytics/13660

Ibid.

http://www.islamsng.com/sng/analytics/13660

https://ru.wikipedia.org/wiki/%D0%9C%D0%B5%D0%B4%D 1%80%D0%B5%D 1%81%D0%B5_%D0%9C%D0%B8%D1
9%80%D0%B8_9%D0%90%D 19%80%D0%B0%D0%B1

http://silkadv.com/ru/node/3064

http://www.islamsng.com/sng/analytics/13660

https://nmu.kz/en/about/
http://islam-today.ru/novosti/2017/09/05/v-tatarstane-uze-v-etom-godu-poavitsa-rossijskij-centr-islamskoj-ekonomiki/
https://www.albawaba.com/business/pr/dubai-islamic-economy-development-centre-signs-mou-tatarstan-investment-
development-agen

https://strategy2050.kz/en/news/43514/

http://www.inform.kz/en/islamic-finance-forum-held-in-astana_a2248636
file:///C:/Users/imanova/Downloads/MBR-2015-06-Bilal+Ahmad-+Malik.pdf
https://www.salaamgateway.com/en/story/DIGITAL_ISLAMIC_ECONOMY__ Special_report_on_digital_Islamic_consumer_
services-SALAAM14092015044145/
http://www.intracen.org/uploadedFiles/intracenorg/Content/Publications/Halal_Goes_Global-web(1).pdf
http://mysylmanka.ru/index.php?option=com_k2&view=item&layout=item&id=38&Itemid=235
http://www.voxpopulikz/main/2136-kHalal-na-svobode.html
https://the-steppe.com/news/business/2017-05-29/kak-prostoe-kazahstanskoe-prilozhenie-nabralo-330-tys-aktivnyh-
polzovateley-po-vsemu-miru-i-voshlo-v-spisok-samyh-populyarnyh-v-strane

https://Halalguide.me/about
https://www.pfh.de/fileadmin/Content/PDF/forschungspapiere/islamic_finance_in_the_states_of_central_asia_by_
alexander_wolters.pdf
https://www.pfh.de/fileadmin/Content/PDF/forschungspapiere/the-state-and-islam-in-central-asia-wolters.pdf
https://www.soundvision.com/article/a-short-dictionary-of-islamic-economic-terms
https://islamicbanker.com/education/istisna

http://www.questjournals.org/jrhss/papers/vol2-issue11/12117074 pdf

https://www.investopedia.com/terms/s/sukuk.asp
http://www.investment-and-finance.net/islamic-finance/t/tabarru-contract.html
http://wiki.islamicfinance.de/index.php/Wakala

http://www.gapresurs.ru/en/produktsiya/noor/

http://seba.gs-host.com/about-us/sirketler-grupu?lang=en

https://www.azernews.az/business/45466.html

http://tooabaya.kz

https://etHalal.satu.kz/; https://www.zakon.kz/4895238-v-yuko-too-kayyp-ata-realizovala-vhtml;
http://farmers.kz/ru/news/portal_tsak/v-yuko-too-kaiyp-ata-eksportirovalo-v-tekushchem-godu-v-iran-6-tys-golov-ovec
https://www.jica.go.jp/kyrgyz/english/office/topics/170622_en.html

http://www.kompanion.kg/en/news/28
https://the-steppe.com/news/business/2017-05-29/kak-prostoe-kazahstanskoe-prilozhenie-nabralo-330-tys-aktivnyh-
polzovateley-po-vsemu-miru-i-voshlo-v-spisok-samyh-populyarnyh-v-strane

https://Halalguide.me/about
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