CHAPTER 2

(_}Y'
LITERATURE REVIEW *
&

2.0. Introduction
The purpose of this chapter is to provide i foWn and understanding

|

regarding WBPs. This chapter will provide literature re ing this s%tter To assist

readers in understanding the concept of WBPs, théﬁtobjec ve 0 trrs @‘er is to
resept

introduce this subject matter in the context of the study. It wi analyge and dissect
b
d)z \ 9

ht @‘clarify issues related

to integrating wagf institutions Wlth I oncerni \m ci sion. This chapter aims
N
to connect the missing links bet se |sgues at Q‘broposed WBPs are logical
and consistent in answering t}% stio $
The third o % f this 'g apt Ls{o ify the research gap and conceptual

b
framework used in thi M Th,s c ptual{gﬁwework will be used to distinguish and

organize ideas for. tudy |s eprl‘r,ug}the study that will guide in performing data
collection and@con ct the nal or this study.

%stematlc garéh peqformed on WBPs provided evidence that empirical
resear&/

the underpinning theories of waqf institutiong,an

The second objective of thi ris to hi

’%

BPs is very I|m|t\g¥?n the current literature. A systematic database search

6'%( databases: Sage Journals, Wiley Online Library, EBSCOhost, Science Direct,
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Scopus, and Emerald Premium because these databases are linked to the field of study. The

search included articles available until March 2023.

(_}Y'

Table 2.1: Systematic Search Result of Wagf Banking Products.in Five Databases

Database\keywords Sage EBSCO Science Scopus Emerald Premium
Journals host Direct
Islamic Social Bank - 20 - 1 1
IBPs Development 13 36 42 ._lik Ll 4 126
Financial Inclusion 528 942 61 149

Cash Waqf

Istibdal

Wagf Takaful
Home Financing
Personal Financing

Microfinancing

Takaful

Sharia Issue in WBPs
WBPs Financial
Inclusion

9 645

4 43 8 k 48 , j [ T4y
- 4

- 2 16

3 20

- 1 v.‘ | \: ‘o./ ..E" 1
12 92 127 12 83
26 6? Wz \\| qw Q\ 481
688 294 1,035 102 784

429

Note: "-" means no articles w
N
\o' '3 ((}Qurce: (Developed for current studies)

&

Tab@sho s‘%y&)eﬁé"ﬁrticles found according to the search terms
G

in each da@%arc
fi

articles specifically'address WBPs. The figures in Table 2.1. reflect the
S

research, S

S
D

c(i-'
“ 4
(@]

i%hfinancing as a keyword lead to the glut of this

gap Nn the number of studies conducted for WBPs and those dealing with IBP

ent, financial inclusion, wagf, wagf institutions, cash waqf, wagf microfinance,

\5
. Sharia issues in IBPs, and IBIs.
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2.1. Waqf, its Definition, and its Ruling from Current Literature

There have been several recent studies regarding wagf in the p{@ years.

A study discussed issues related to cash waqf performance as a new fis%instrument
in Islamic economics (M. A. Mohd Thas Thaker et al., 2021). Apar]i Erom at, there was

also research regarding cash waqf collection using conventionalw line methods (Ab

Shatar et al., 2021). Other studies regarding waqf found atWaqf was used as an

alternative to riba’-based financing (Ascarya & Masrif 2). T wasg also research

regarding cash waqf development challenges in Mal%kl,financi gth %ric'l&)&y sector
S

through cash waqf, and many more (Ab Shatar et 2021;pAzganin et att- 2021; Wan
Y/

Nuraihan Ab Shatar & Tahir, 2021). \ X

Wagf can be defined as an t\€®lding s pr(&ﬂy, such as moveable

and immovable assets, and preservin(it for the \T‘meWb Qf\?t\of specific philanthropy

N
that prevents any use or disposil.i%he per tsi{%‘ft?]e particular objective (Al-

Syirazi, 1994). Waqf applies tg.ano eriL e asset, @enefit of which can be extracted
-

without consuming the itself i‘;a{z@%; Al-Zuhaili, 1989). Moreover,
’ &
wagf can also be defi Mprorr'otl\donatio at are gifts of productive resources to
A S

be spent for publlf efit (Al- ini
@
@ g to these defini
property % Wi||:b gy’to h (SWT), and the waqif cannot take back their
A X
propem& benefits of waqgf mﬁc?be utilized according to Sharia for the donation to last

Zuhaili, 1989).

an yed by Muslims and the local community (Al-Syarbini, n.d.; Al-Syirazi, 1994).

heyi €an benefit from the waqf property without limitation (Al-Zuhaili, 1989).
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2.2.4. Cash Wagqf from Current Literature

Cash wagf can be defined as the donation of a certain amoun @noney
or cash by a founder and the dedication of its usufruct in perpetuity prescribed
purpose (Berakon et al., 2022). Cash wagf can also be defined as %Wment of an
amount of money managed by mutawalli to support a diversity charitable work
financially. The collection of cash waqgf will be converted to.a p ent property that will
then be used for the welfare and interests of the co ty while bel managed by

mutawalli (Ab Shatar et al., 2021).

Furthermore, it must be invested to h ash, and'‘the sufrugt-ls the profit

m W@ be invested in
aw@‘!q, etc. Some scholars

hrough the Mudharabah

explained the use of cash wagf in flna ﬂ

contract (M. Z. M. Zabri & Mo a%z rthe(gantext of WBP studies, cash
wagf could be one of the es@ub?ﬂ%?j% ed since this subject is highly
related to the banking sec% vj l

F &

dinc aqf. The first party is waqif or donors,

generated from the original fund (Razak, 2% aILgJ\
us

Islamic banking products such as Mudh& hara

WTL,Q%ntrlbutmg part of their income or earnings
as assistance e poor throu aqf@ltutlons The second party is the mutawallis or
managem from a %Stl@l while the third party is the cash wagf investees,
Who r | sh waqf funds fro?h(%utawallls to generate profit to help the poor. The final

|sts of the beneficiaries, who will receive the profit earned from the waqf

oﬂent (A. Z. Osman & Agyemang, 2020). Thus, this study will use this cash wagf

concept to develop WBPs.
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2.1.2. Wagqf Classification

Generally, waqgf can be categorized into two types, and one of emnown
as wagf khayriy, which is the type of waqgf solely created for charities &S)er is waqgf
zurriy, which is family waqf. Waqf khayriy is further classified into @ories, known
as general waqgf and specific wagf. The general waqgf is for charity. i:\x:pre-determined
motive, condition, or beneficiaries. The specific wagf is fer chith pre-determined
reasons, conditions, and beneficiaries (Asni et al., 202 t'\d

Wagf zurriy will benefit families. Withind\agf Zurriy, f(jrrﬁt}maqf for

BN A

property exist. One is waqgf for immovable assets s lands and uiIdings that can be
Y/

endowed, and the other is for movable prop%zh a \hd sh@For immovable
property, Muslim scholars agreed that itai %ﬂat it n&(& the main principles

of waqf, which require it to be permanet EOmar %3?20 8'€Fhe classification of waqgf
N

will be a good guideline for this s%@e tHe w odEQonc"directly involved with waqf

classification. \

D
O,

Istibdahi
matter remdn@ nt uyj t o@lhad. There is no precise reference to the
acceptabili esubJJ(;c atfer o e prevention. The jurists' understanding of istibdal
N
lies inﬁ g the eternity of tﬁec:a/aqf asset and its stability to serve beneficiaries. Both
sh%n line with the native goals of the wagqif (Asni et al., 2020a).

0 As far as the goal is concerned, it is clear that the benefits from an asset should

come first. Istibdal is the substitution of an idle waqgf asset for a more effective form of
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asset (M. A. M. T. Thaker et al., 2018). At present, the matters of perpetuity and
inalienability of waqgf land are the main problems to the development of \%Rr?perty,
thus affecting its involvement in improving the welfare of the Musli@unity (Abi
Muhammad Muwafaq al-Din ‘Abd Allah bin Qudamah al-Maqdisiy, 1998).

,Y:ew waqf asset is

The jurists have approved the usage of istibdal beca%

more beneficial than the former (Asni et al., 2020a). B ian the waqf asset’s

S in!@dﬁ by the waqif.
Consequently, the need to replace such wagf propertymis allowed and flfiarl @Ermitted
S
(Al-Burna, 2002). 2
&

However, the sale of waqf prop%%]ld g\n\emade ina state of extreme
inevitability (darurah), and there is no o@)n. Ne ss,@‘ﬁonserve the value of

the waqf property, it must be execute%tiousl . o%p all be completed within
N

the authority conferred by the go t. Aftenti ess zk/g&ﬂd be taken to guarantee the

contribution of the wagqif thro }idel M erty still exists and benefits the

beneficiaries. This fact is % d by ?gﬁy’f&& who approved the sale of unusable
wagf property. It is'@e the|is of Wé’property cannot be done with useless

roperty (Wahba uhayliy, .
property ( 34{ yliy, A
I%m' sterihg Waq prokﬁr_vy, mutawalli has the optional authority to shape

D

benefits, it will be in line with the task and meet the pur t

a decision ‘@case, fne orf)unoqments taken by the mutawalli should be based on the
AN 7"
0

mteres\ Muslim community. The figh rule stated on the matter says that an action
b %norities is based on the interest of the Muslim community. Based on this law,

verydecision by the mutawalli should always be in the essence of safeguarding benefits
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and avoiding harm (Pitchay et al., 2018). Another ethical guideline for the WBP model
study is that wagf is the primary context for studies. \Y.

In the context of the Shafi’i school, istibdal is prohibited b cg@it involves
the exchange of property, which entails the sale of property, a gift, or anything that results
in the transfer of ownership to a third party (Asni et al., 2020&)% er, this opinion is
not shared by all Shafi’i school jurists. Another view he bwe'Shaﬁ’i school that is
considered definitive requires the transfer of waqf prop sni et W)

Examples described in the books of figh taclude a (jivag rFas.jEd)\Wﬁnbar or
broken pillars that have reached the point where theysean no longer be us%nd are only
r eedgqﬁe used for the

erir@&aqf property, even if

it necessitates selling the property and replacing i ?no h@er applying the proceeds
N

according to the original waqf (M%e etaly 2(&,@?
While there is %mr mong Sgi school jurists regarding the
necessity of selling mov% erty t0 us i}“&/@her beneficial purposes, there is a

consensus regarding &Qessit)' 0 tng immovable property. Considering the current

discourse, the Shiwho |1 o i 'pred@ed on the principle that the status of waqgf
@

property canngt'e altered or t
i9s evi emzeir @ of the case of a collapsed masjid, as they believe

N
that th@n still be utilized (h(ai et al., 2023). It signifies that as long as it is usable, it

suitable for burning. It can be sold for this purposey an

benefit of the masjid. The guiding princi quavoid

o
&
Q

m aximized. Regarding the application of the principles of waqgf law to movable

roperty, however, there are differences of opinion among the school's jurists. Considering
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the beliefs of the Shafi’i sect as discussed previously, it is too challenging to develop
abandoned wagf property in Malaysia (Asni et al., 2023).

Before the fatwa requiring istibdal was issued in Malaysia, alent view
was based on the Shafi’i school. This circumstance has impeded the %ment of waqgf
property founded on istibdal. Several new fatwas were issued reqw tlbdal to be based
on the Hanafi or Hanbali schools of thought, both of whi a?!ed on maslahah, as a

l

result of the country's later development (Asni et al., 2

O \T
e
2.2. The Waqf Banking Product in the St Con;ex \ &
Y/

The study of the products of W f in tutl ew@n the academic
world. Thus, the literature on this subj can b d b 0 2014. Only a few

pieces of literature regarding waqf insfit ons' p er j@nd Most of the literature
N
mi

regarding wagqf institution prod cuss%d q(gﬁnancmg for the poor (R.

%

Abdullah & Ismail, 2014; Ka 017; Bin d Thas Thaker et al., 2016; M.
A. B. M. T. Thaker, 2018 %}lst J)}éd can be applied by WBPs to address
the financial inclusio Iem |r] ia.

How q dIS u es Waqf takaful (Said Adekunle Mikail,

(.)
Muhammad Ary 7) ,s@qf home financing products, and (S. Sulaiman et
ng pr

2019) |crof| na ts (Apnizan Abdullah & Yaacob, 2012; lhsan &
Hame ohamed Ibrahim, 28.?1 Mahat et al., 2015b; M. A. B. M. T. Thaker, 2018c).
ation recorded in this subtopic will be a good reference for developing the
@tual framework for the study. A brief discussion regarding WBPs will be provided

in the following subsection.
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2.2.4. Assessing the Theory of Islamic Banking Product Development to be
Applied in Wagf Banking Products Development T
Only Islamic banks benefit from the Islamic Banking e 's positive
contribution to asset returns. It has a particularly significant impact i ms with higher
Islamic financial development. Shifting away from interest-base rtcan improve the
performance of both commercial and investment banks wit ouWasmg their risk levels
(Dinc, 2020). '
The two competing banking models%jmonal nd | TIC EgBl?ing, are

being scrutinized in this study. Because of the su r pe jo ance of\tslamlc banks

during the financial crisis, the Islamic banking model %ﬁ ed |~Sgg~fled awareness.

The vast majority of empirical studies u@ve vari errr@hts of performance in

Islamic and conventional financial in t ions ( ?O)
Non-interest |ncom pens%s ar d t Iculate an Islamic Banking
Index, which is positive for Is nk ne tlve onventlonal banks. The Islamic

banking model does not a@jx rest payme }lw as the conventional banking model

depends on interest r qua resplt IsIa roducts developed by Islamic scholars,
eb

% .
'by f@ and contingent payment structures (Dinc,

interest payments en re

2020). % R (J
%’s been stthab@

|mpac n performance of Ismc financial institutions. Although Islamic banking has

Islamic Banking Index has a significant positive

%rket share, its growth rate is exceptionally rapid compared to the rest of the global

Oal sector. It is possible for an Islamic financial system that has matured to provide a

favorable operating environment for Islamic banks and their operations (Dinc, 2020).
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Banks can provide financing for a wide range of projects, such as
infrastructure upgrades and businesses that contribute to economic diversifiﬂ& and job
creation. These financial institutions can also provide better access for cs&@the private

sector. In addition to refraining from charging interest, Islamic banks Qust adhere to several

other principles in Islamic banking (N. M. Abdullah, 2020). \,
r), gambling (maysir),

These include refraining from speculating (QW
oppression (zulm), and investing in industries that are @ b@ law (haram).

The Islamic financial system, which includes Islamigybanks, is/gov eii 5@3’5 law of
slami o

commerce, known as figh al-muamalat (financial | transaction). In Is@mic banking,
Y/

the customer and the bank share the risk if,the bank éﬁ]\ finigjgrloss due to an

unexpected business failure (N. M. Abd@ZO). 6&

Contracts for the sale or@sing o@i\*ne a@sevenue. Charges for late
N
payments on delayed payments \A@)nsio‘éred in(zqofw’e. In addition, contributions

&/

to a charity fund established % ank's*Sharia Bo ill not be considered income.
Customer and bank relat% are similar ‘.slelrebouyer and partner relationships (N.
o

M. Abdullah, 2020). \ | N S
In th'@ gre poth Qgtgi’es are responsible for the profits and losses
% ?; S
the

generated by I@ occurs due to the owner's negligence, the

%’ sine wb)
entrepren ‘@f IS sha{:e Y Both wﬁs. The lease makes no distinction between normal

N
wear nd losses caused b}(:tﬂe customer's negligence or the bank's (N. M. Abdullah,

2020)

0 The two competing banking product models, conventional and Islamic

banking, are being scrutinized in this investigation. Over the past few years, there has been
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a significant increase in research conducted on Islamic banking and finance. However, for
various plausible reasons, empirical evidence about the Islamic banking model remains
insufficient based on its ideology (Ahsan & Qureshi, 2021). (‘)

The product models of conventional and Islamic bank Eﬁosed, at least
theoretically. The most significant distinction is an elementaof interest in business

transactions. In practice, Islamic products developed by Is mWolars are very similar

in structure to conventional banking products. Whe k eng Ls inginterest-based
transactions, the Islamicity of the institution is callégiinto question f)saﬁ &‘rQureshi,
e
2021). 2
&

There was a statistically signifi%xiti\é% \el'ation een the Islamic

Banking Index and the return on assets S@ Islami con&a‘)ﬂional banks. Islamic

banks face less competition and have_higher “hqui %/ nd-eapital ratios than their
conventional counterparts. The Islami nkirﬁ;ind nd%\performance had a positive
but insignificant relationship ( }P& shi, 021§

The develo;g?:nar Tpr 5@@20 ncing opportunities for businesses
while also reducing Mforn‘an finan institutions. For the Islamic banking
industry to thrive %)r iv‘e 'frarr(e§go’rk in a society that internalizes the value

system of non@g-bas fi
wies in’BVﬁZﬁaesh@ave initiated green banking product initiatives by

N
variou@ial institutions. Gﬁ(@n banking product initiatives were becoming more

digi to computerization, networking, and online banking. Conventional and Islamic

@are obligated to provide financing for these projects and facilities. For future

generations to enjoy a better living environment, the primary goal of green banking is to
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preserve the environment and surrounding areas by being as cost-effective as possible in

Wagf microfinance can be defined as a small-scale fipancial product that uses

every deed and transaction today (Julia & Kassim, 2020).
2.2.4. Microfinance

cash wagf as its source of funds (U. H. Umar et al., 2022; Z urw 2020). As cash wagf
cannot be directly channeled to financing products, it e conv r!ed into fixed assets
such as shop lots, office buildings, etc. Then, the r@ome p CM;&?& assets
will be channeled to waqf microfinance as their sou f capita DEAJZ Az:é-i-l\ni Ambrose
& Abdullah Asuhaimi, 2021). \,Y- \ Q\Y\J

Hussein Kakembo et al. (Z@Qested améﬁnstitutions that offer

wagf microfinance should be focused en E'!nancin %r @sed as a tool for financial

N
inclusion. They also indicated th forrﬁ‘lng I proh@ﬁhs could be solved by using

&
group-based lending. \ S
Other than %;d Th

\
‘glj (Za8a) recommended the Musharakah
&
Mutanagisah modeI'Q@qf n'ic nce i%&ﬁ'nancing SMEs and microenterprises.
&
Moreover, waqf finance c ly the Mudharabah and Qard Hasan models for
o g pe ‘_raprg,)fz) Q
r and, hmya ial .@dusion (M. A. B. M. T. Thaker, 2018a). As for
el

WBP dev t, thism

financing the
an e guideline for establishing wagf microfinance.
N
\ he idea of usingﬁchrofinance institutions to reduce poverty accelerated
w el laureate Dr. Yunus of Grameen Bank of Bangladesh introduced the concepts

@p lending, peer pressure, and collateral-free loans in the 1970s (Bongomin et al.,

2020). These concepts helped millions of poor people around the world, especially women,
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through collateral-free loans provided by thousands of microfinance institutions (MFIs)
(Aljuwaiber, 2020; Asencios-Gonzalez et al., 2018; Atiase et al., 2019; B smingh,
2019; Bongomin et al., 2020; Goel & Madan, 2019; Quagrainie et aI@alia et al.,
2018).

However, despite the seemingly overwhelming s z hat MFIs had in

eliminating poverty, researchers like Alaro and Alalubosa (2 Prljadl et al. (2020),
Quagrainie et al. (2020), and Kassim and Rahman (20 c issties to address.
These issues include high interest rates, default rates, debt, and so€ia un . Not to
mention, the Islamic point of view on interest |5¢wtoler§nt‘;§z |ssqes raised the
question of whether MFIs had effectively he ed t po edy é\

Furthermore, the studles need @&of MFIs in owners,
donors, fund-raising, regulatory fra rks, g nanc ructures to address the
issues. According to Alaro and (2(ﬂ9), I ar y one of the many ways to
eliminate poverty. Other S Iso explored through the novel
conceptualization of the%r nity ?L VJ Lpgzlv onal framework built on the said
concepts (Chowdhury 2019‘) (-/

e, i t prowde B40 with the necessary deposits,
’
loans, and p rw;?v g o& s. Traditional banks and financial institutions

ﬁcoerdue to the high risk of default (Kassim & Rahman,

usually rei egple with
2018; on & Qi, 2018; Ta?d(ae 2020). Small loans are also scarce because of their

g%ssmg and monitoring costs. In the case of small businesses, their financial

@ance became a topic for debate in policy and academia.
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A major hurdle that all businesses have to endure is obtaining the needed

funds and start-up resources, which could also have an extreme impact (Ktﬁlr future

growth prospects. Aside from alleviating poverty, microfinance has also 55@(0 be a tool
i0S-

that advances Muslim empowerment (Alaro & Alalubosa, 2019; Aseqi onzalez et al.,
2018; M. A. B. M. T. Thaker, 2018a). \,

MFIs use the concepts of peer pressure and w landing to operate.

According to Postelnicu et al. (2019), group loans resuligin*higher ue;!&ynt rates while
L ]

providing low-information-cost loans under certain coaditions. Howe r,'miegq%ancing

programs also require immediate repayment from anyssource of incafne, suéh\ as Kashf in
X7

3, é\

In reality, these loans arei\%n the 0\ ers’ eral family income

instead of the business for which the I@gas graE\N&d K , 2022; Babajide et al.,
N

2022; Rokhman & Abduh, 2020) re, &e botrower ancial situation needs to be

\p &/
considered in constructing a % ayrl olicy @I Bakar et al., 2020). It shows
S d

that although microfin

Pakistan (Rashid & Ejaz, 2019).

cre‘g ‘_lledtb poverty, there are cases with

\2 7
contradictory results'QUmaI e 022). example, economists like Costa et al.
ar

& .
(2‘ tpd I\/(@'d Thas Thaker et al. (2021) question the

_ 2"

effectiveness @' ina uy \(J
%ofinan{:e ogfamgﬁ:Ps) in Bangladesh rely on government subsidies

N

and fo‘@mding. Therefore,\(? these sources are terminated, it is likely that most

S

(2022), Gupta an

Mierefinance Institutions (MFIs) will not hold out (Tamanni & Haji Besar, 2019).

@rmore, they also claimed that the MFPs did not reach the poverty-stricken part of

society—nearly a quarter of the rural population. Because of this, loans in rural areas that
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are primarily agriculture-related often rely on independent moneylenders or intermediaries
(Chowdhury et al., 2019). Y.

In hindsight, the MFPs did not result in any significant ﬁf?nce in the
financial situation of the poor in Bangladesh. The study conducted a cross-sectional survey
between families under the MFPs and families that were not M .%r.esult showed no
significant difference in the financial situation between thestwogrotips (Ulev et al., 2022;
Zainal et al., 2020). '

The MFPs did increase the number@nen in th;\g¥(2f§~as they
A

encouraged women to take loans (M. S. Islam, 1; Ranabahu’ & qunima, 2022).
However, some questioned the motive for f vom%T en rrlé\g\T;o have a high
unemployment rate. Besides that, Ioan& y WO albgpent by men, which
contradicts the purpose (A. Islam & P&ﬁhi, 20 \? &-\

N
Most of the microﬁ%ﬂGOg in ngla(zzé?s rural areas charge nearly

30% of the interest rate on Ioa%&meT ankjthe h f microfinance in Bangladesh,
has an interest rate highe% 9 % he | ‘g its‘b,' considering all hidden charges. It

shows how high an i‘rl%sgate the
business producei'th uch ‘p ."

considered migrafinance clientsyas hey@uld not repay the loans (I. Hossain et al., 2019;

Muneer %2022; {J et aI.,v§;O).
: N

\ side from the hi@it?nterest rates, there is also social unrest since Islam

&
are c@g‘lng in Bangladesh. Barely any banking

esid@hat, impoverished people cannot even be

I form of interest (Syedah Ahmad et al., 2020). From the Islamic perspective,

@ need to have an underlying sense of honesty and fairness as they involve sharing

the risks and rewards. Global donor organizations such as the United Nations Development
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Programme (UNDP) in Muslim countries advocate the use of Mudarabah (partnership) and
Murabahah (cost-plus financing). This contract in financial services is more a{W with
return rates than time (EI-Mubarak & Mohamed, 2019). _{‘)

Studies have reviewed microfinance's practicality in Muslim countries (B.
Hossain, 2019). Several countries have successfully used the{;i?:i-nance model to
provide noninterest-based financing. These countries inc de%ﬁﬁladesh, Afghanistan,
Syria, Australia, and Indonesia (Almohamed & Chei 8;"Ar I'ino al., 2018; B.

Hossain, 2019; Jasuni et al., 2018). To effectivelyyreduce poverty, [naaBFy waqf
S
on“ef th

(benevolent fund) considers the financial situati e poot. ade-sted financial
Y/
instruments can help the poor who are economically Q‘i s for figancially inactive

families to effectively support the famil\c) 6‘&

Wagf authorities around@yorld i@kir?d 9‘\é&sh wagf concept to raise
funds. These funds are then dis%i to Giver aq{fiél?\sinesses. Some cash waqf
concepts introduced include Sﬁre els, aka]@aqf models, and corporate cash

ol

wagf models. In Malays uch r{amhtiar Malaysia (AIM) and Islamic
P 4 2 &

pawnbroking (Ar-RWe uSeF t\hance S businesses and help the poor (Azman
&
N,

l o "l (_)(./
du

WQ in':rwzd n 19&Dto help the poor in Malaysia and has managed

et al., 2020).
to hand o re than ﬁ iﬂion{tn loans to its clients. Ar-Rahnu, on the other hand,
)
mainl& ed clients from mmle-income women who safely kept their gold in Ar-
R in” exchange for borrowing money. The women would also have to pay a
anagement fee to keep their gold in ar-Rahnu (Thaker, Hassanudin Mohd Thas, Ahmad

Khalig, Mohamed Asmy Bin Mohd Thas Thaker, & Anwar Bin Allah Pitchay, 2020).
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Researchers have proposed integrating the waqgf concept into Islamic
Microfinance. It guarantees values such as justice, fairness, and social aﬂony are

integrated into Islamic Microfinance. Some also underline the potentij%vaqf-based
s fro

MFIs to eliminate poverty. Poor borrowers could quickly obtain | zakah, cash
wagf, and Qard al-Hassan as they are all sustainable sources of funds (Rana et al., 2020).

Typical Islamic microfinance institutions can ac%y challenges, such as

a shortage of funds, low staff wages, and staff quitting thei aI 2019). In
the long run, these obstacles could lead to increased defaults nd I ?' in e for the
institutions (Nabi et al., 2018). Therefore, the sustal Ilty gf asedzl-s amic MFIs

could help address the institutions' issues.
Although it is debatable, w. tg@d MFIs po aﬁfally use cash wagf as

capital and provide Sharia- compllant g facil \ﬁqﬂhe pifmunlty using the concept

of mudharabah. Furthermore, in th%)f lokh de

reserve for aid. Thaker (2018 %\gbs Integrate ﬁ}del for wagf microfinancing to
%rt)jb,ed paple

cial f y for the underbanked person through

N,
; beQ(ﬁbiaries could use the takaful

improve the financial acc

This mo V|de
cash waqf funds irstp rt 0 ode@olves a contract between waqf and Islamic
banking |nst|t en at f{u@yand jointly manage the fund. In collecting waqf
funds, w t tlons are'res onsﬂzle for advertising and collecting the wagf fund from
variou ounds such as mdhc:c?uals companies, governments, etc. The waqgf fund then

ested in Sharia-compliant investments (M. A. B. M. T. Thaker, 2018a).

0 The second part of this model is channeling the ROI from wagf investment

funds through the musharakah mutanagisah contract. This part will involve Islamic banking
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institutions providing financial facilities to underbanked people to finance their
entrepreneurial activities. Since the fund is a waqgf fund, Islamic banks nR have to

impose a high profit rate on the customer (M. A. B. M. T. Thaker, 20183.")

Source of fund Vz

INSTITUTIONS

Government / ‘ Sukuk

!
GLC s ey Islamic Fixed

Companies Deposit \,:
. L] = Real % é
Businesses - W

c) >\T &'\-Source: (Thaker, 2018)
o
Figure 2.1: Waqf Mj%ncin@Mo I ron&;@rrent Literature
X s
2.2.4, Takaful % 2 2 0’

In favor, Nlalay'ia ncial lusion, takaful products need to be
&
% ie ,22). @e development of takaful products needs to
¢
tive

developed for the

()

s .
co{eyage required by the poor (Salman et al., 2019).

be affordable q offer th;y
Therefore waful p?‘o p'rovié\ must be a “takaful-friendly” type of product with

-\ &
good ceverage (Khana et al., 2020):

% Takaful management is an Islamic form of insurance based on the tenets of
ooperation, shared responsibility, and assurance. It is a Shariah-compliant insurance

system that safeguards individuals and enterprises against unforeseen losses and damages.
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Takaful is predicated on the principle of risk sharing among a group of individuals who
contribute funds to a common pool (I. Osman et al., 2021). q
Moreover, micro-takaful is an Islamic form of micro- |nsu tended to

protect low-income, unbanked, and underbanked communities against calculated risk

(Fikri et al., 2022). In contrast to standard takaful products, whi contributors with
financial competencies, micro-takaful is devoted to low-income sthat are partially or
wholly excluded from recognized takaful products t ele constraints
(Bangaan Abdullah et al., 2021). C}T

Only a few waqf takaful pieces of literat Wereljou di th mlcworld.
For example, Noorhidayu et al. (2020) discussed t atlo Waqf funds to

microtakaful products. They also discus %takafu

mg@ﬁnnanmal aid for B40
in Malaysia. Other than that, Rodng@i/lorem% '/@2018) discussed a wagqf-
N

based takaful model as a challenge for takaful service providers.

-

nt g@w around the globe during the

current expansion of Isl% ncial {e;%‘g gz@ahenl & Muhammad, 2019). The
takaful industry is esti $ e rapi é’than conventional insurance (Abbas et
y, of p

l., 2018). Thus, bi ron)s or micro-takaful in Malaysia needs to be

explored, and @ goo;{;yo rej%\ to be added to WBP research.

aqf takaiu also needs adequate supervision to comply with

The takaful ind

ermore,
IFSA Z@akaful business m?(}&es life takaful protection, non-life takaful protection,
takaful protection. The bright side of takaful products is that no specific

@ny form is required to operate a takaful business. It means SIRC can also offer

takaful products to Malaysians (Zakaria et al., 2019).
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Takaful insurance, or protection, was formed to eradicate all prohibited
elements according to Sharia law (Salman et al., 2019). Takaful protection \QQRveloped

to give Muslims an alternative to avoid riba’, gharar, and maysir, Whiﬁ%ractices in
’ fu

conventional insurance. Takaful is based on the principle of the taba , which helps
one another when one is in trouble or in need (H. A. Hassan, 20 . The takaful industry
is new on the world market; it is only about 41 years old. Th%takaful operator was

l

established in Sudan in 1979 (Shabbir & Malik, 2020). \d
Takaful protection was demonstrated to e the fastest-growi g'@g{@ction in
S
se

the insurance market, with sustainable growth for | consecutiv, yearsZ(EIdaia etal.,
\ N
2022; 1. Osman et al., 2021). Takaful protectionyhas ential @Tum for takaful

worldwide of at least $20 billion, and it '\e ed that'209 ftré‘&aful contributors or

revenue is obtained from non-Mus@sTheﬁbﬁs‘m Kéi takaful and re-takaful

operators in Germany, the Unite(% and'th

to the growth of the worldwi aful iT
I

"

N,
d Kingdom is a crucial contributor
&
ur@, 2022). Moreover, the demand

@e development of various takaful

(¢o]

r

fl

khter%&a‘f., 2021; Sukmaningrum et al., 2022).
&/

operators in the Islami ‘Bq‘ital mpr
i 0 tak@ industry that emerged in the early 1980s
£ 3

In CEW /
was encouragm laysian Mu ims, T
w prohl{)i eleme \h

does not Q&as a conventional insurance practice (Ghani et al.,
. S N
2018).& laysian governmmas formed a special unit to study the issue, setting up

for takaful products is i ing glo‘g

ey demand alternative insurance protection that

%cooperative (Zakaria et al., 2019). Due to this action by the Malaysian

a
overnment, the Takaful Act 1984 was established, and thus the first takaful operator was
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formed in Malaysia (Alkhan & Hassan, 2020; Che Mohd Salleh et al., 2020; Fikri et al.,

2022). \Y'

The Malaysian takaful industry has emerged and experien@ evolution
and changes in the past twenty years. It starts with only one takaful operator in Malaysia
with limited services and moves to several takaful operators wi &:us products and
services, from a limited product to a product that is ventured,by le companies (Arifin
& Yazid, 2018). The secret behind the success of th@n ful_industry is the
support of the Malaysian government, which provic%:linesf r takafu oﬁgc)q%rs, both

-

S \/‘Z“

\can be é&&frstood in many

rst Cgﬁful company and its

focus on the formation of the foundac%for th#? ( t@» et al., 2019). Then, the

next stage transpired in the 19905%«7u|tiﬁle takaful cgg@nies emerged in the takaful
\n?co

market, resulting in competiti?. 10 Fu@f‘nore, introducing the Financial
Sector Master Plan (FS i 01 sets'a n ‘pl

local and international (Ghani et al., 2019).

The progress of the Malaysian&m}g inq%s

phases. In the 1980s, Malaysia experie birth o

hzbb'lt aimed to increase the number of

&

takaful operators antj@/ tr@g Shari (-dnd regulatory framework (Muhamat et
al., 2020).

N
'@am t f aka@,concept, it is necessary to first understand the

concepts nd taf:a ; Afccom@qg to the Accounting and Auditing Organization for
N

IslamigF1 ial Institutions (20‘1%3 (AAOIFI 2010), takaful can be defined as the process

of%nt between community groups to overcome an accident that befalls a person due

0 certain risks. The process involves paying participants based on charity (tabarru’). It
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leads to the establishment of takaful funds in line with the concept of its entity (syakhsiyah
al-i’tibariyyah) (Atmeh & Maali, 2017; Mohd Zain et al., 2021). \Y~

The concept of takaful is based on the principle of taba &,@wich is the
participants' contribution to takaful funds. The Islamic Financial Seryices Act 2013 (IFSA
2013) defines takaful as an arrangement based on mutual assist cmr which takaful
participants agree to contribute to a common fund providi fWual financial benefits
payable to the takaful participants or their beneficiari he occ rlenc f pre-agreed
events. In this sense, there is little difference betwee OIFI 2 1()}?;@13. The
difference is that it does not explain what contra& inpthe takaful @ribution. It

~
,\more géa&a (Mohd Al et
X
O

g@dghts are withheld from

shows that the meaning of takaful, according% 2

al., 2020; Mukhlisin & Fadzly, 2020; H :ﬁ@w etal.,

On the other hand, Waqtlssprop \uﬂhﬁe

N
any dealings, inheritance, grants, ills whifé maint 'ning@ physical form. The benefit

@D

of the endowed property is

earnings, or benefits fron%/
longer belongs to th'e@
the absolute prop M I

Ip"Mal
&
(cash wagf). ain point’is fhat th-endowed property or wagf property must be under
NV
the suw or care of the SIF?é?SIRC is a single trustee of wagf properties. This action

is %\A/ith the Federal Constitution. It is well known that the Federal Constitution

@s the matter of religion, or, in this case, Islamic law, which is placed under state

jurisdiction as stated in Article 74 (2) (Mutalib & Maamor, 2018).
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Article 74 (2), Item 1, State List, 9th Schedule of the Federal Constitution
states that every state in Malaysia has the right to what is mentioned in the S{Qst. From

this statement, it is clear that matters regarding wagf fall under state:!'sﬂgction. The
wh

provisions of wagf enactment can be referred to in the SIRC of each state le three states

have specifically enforced waqf statutes, namely, Selangor, Negeki Sembilan, and Melaka

(Daud, 2019). Y"
J

Therefore, based on the laws in force in M , the prfer this cash
wagf product, including all management matters a%ration mus e'm?ig;g‘m]der the
jurisdiction of SIRC (Noorhidayu et al., 2020). It fo the policy’ tatutti;provisions,
which state the jurisdiction of SIRC as the solg trustee of \fpropng\Vv/hether general

wagf or special waqf, and whether it i svgmova m le property (Daud,

2019). C \? ,<\
N
Another issue is tha f fufld thapi beilz@racticed in takaful products

is a separate legal entity. The ept of [ gal entity A}tcepted in Islamic law, referred
su

to as syakhsiyyah al-i’tib%m As a ‘I t‘I;é taQul operator or shareholder and the

participant are not th ers of fhe ful fu ecause it belongs to waqf. The takaful
&/

operator only acts trust

b« eo jto h(@'le the endowment fund. If the wagf fund is
@

fq .o

a legal entity,@ e registened

i nd@y relevant law. It is an entity separate from the
takaful in w Ifthe{aﬂgn\%sti an has financial problems, it affects the endowment
AN o
fund (R(’ 020). N
% Also, if the waqgf fund is not enough to pay compensation to the participants,

@ responsible for injecting the funds into the wagf fund? According to current practice

as contained in BNM’s Takaful Operational Framework, if the tabarru’ funds are in deficit,
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takaful institutions are responsible for injecting funds based on Qard contracts (Fikri et al.,
2022). What if the takaful-wagf model is created and the same practice is @nted?
Whether the same Sharia issue will arise? Apart from that, the sincerit gﬂﬂ)iquidity of
wagf property management in takaful are also questioned (Khana et a % Is the takaful
operator reliable in managing the wagf fund, and to what extent isthe waqf fund investment

invested in a halal place? Y*

On the other hand, the waqf takaful mo bines\t kaf practice with

contracts based on wagf. It means that the participant becomes a y ?f a taE;ful plan

if it gives a certain amount of money as waqf. Wlt t action,’pa upants- will benefit

from a spiritual (faith and reward) and physi% of vi mely pensation when

disaster strikes. The money endowed b &@icipam ta scheme is intended
to help other participants who are aff% B\Sa;( (C gié‘k)hd Salleh et al., 2020).
The waqf takaful fful a Mlty \@e participants who want to
participate in this protection bm o to the operator based on the
principle of wagf. In the akafuILo I’tlneanract for delivery of the property is
based on the tabarru le (tha Malik; 2020) Wagf funds that operate under

&
takaful funds will ﬂ&be i v pr th@gular takaful funds model. Waqgf funds are
' has

hémllng financial assistance to the policyholder. It

NV
its or rewards to pa(fmpyholders according to what is stated in the waqf takaful

created to achi ctives s
is due to : li yholderwzacesiﬁ%sters or hardships. Moreover, the wagf fund also

provi

bdullah et al., 2018).

co%
0 Takaful operators will also earn wakalah fees on the services provided or a

share of the investment profits as mudharib (Noorhidayu et al., 2020). In addition, the waqf
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fund will outline the rules of profit distribution to the beneficiaries and determine how
much compensation will be paid to the policyholder. The takaful operator is @wner
of the contribution and has the right to act as a legal entity to use surplus_@(Muhamat
& Mclver, 2019).

The takaful operator will form a wagf fund by injec%g;tributing asum
of money to compensate the participants. The funds iIIWn in the waqgf fund
throughout the takaful activities. The takaful operator wi rthep rl'icip ts money into

the waqgf fund (a takaful fund) (Noorhidayu et a é The waqf'ep ratg;sgﬁave the

power to coordinate the waqgf takaful funds. It reserves,the rrght 0 termrqe the amount

.—|-

of compensation that can be distributed to %tlc n

calamity (S. N. M. Ali et al., 2018; Noo@t al., 2

The takaful operator WI| invest in

aka@ﬁt al., 2019).

pr p and the profits will be

;)\ mrréxthe event of a

N
shared between takaful operators fftﬂds ( thﬂ/@ et al., 2020; Zakaria et al.,
2019). The funds available in W f fund"willibe us r any claims, reserves, and re-

takaful (Ghani et al., 201% ntras lhe }d@at occurs in the wagf fund will be

handed over to the ants| er, takaful operations are still prone to
& y
confusion, such ve ent 'shargﬁ and surplus handed over to participants.
’
Suppose any est re resevaluated using waqf; any surplus that occurs

belongs tz ffu mat %clver 2019).
he waqf takaful hg'c?del has also been successfully practiced by several

,such as Pakistan and Africa (H. A. Hassan, 2019a, 2019b; Zakaria et al., 2019).

@aysra this model was introduced by Takaful Malaysia Berhad in 2002, and it only

lasted until 2009 (Abdullah et al., 2018). It is possible that the waqf takaful model is not
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profit-oriented, making it less attractive. Some issues will arise when this waqgf takaful

model is applied. These issues need to be considered and addresse@t the

h
implementation of this waqf takaful model will run smoothly (Noorhida ., 2020).

There are a few concepts for wagf takaful in the current literature. The idea

of wagf takaful is to enable participants or policyholders to haveaegular savings to gather

funds and divide that fund into a waqf fund, tabarru’ fun aranestment fund. The
investment fund needs to be invested in Sharia-compliantsinvestmen sLot the ROI will

be pure and halal for the policyholder to use (Noo%&et al., 2020)! ico’r&g&~ to cash
; S

wagf rulings, the policyholder will donate the money“igto the wagf find an@-—will lose the
N
right to the donated money. This wagf fund \% efit‘% icyholdersi(l. Osman et al.,

2021). \C) C’S«
For example, let's say %the \thly?Jr jum for one waqgf takaful
N
videdbi

policyholder is RM90. This premi be di ot aqf fund, tabarru’ fund, and

S

another RM30 for an i t fund® Th Bp‘li@&lder will get protection from the

&
tabarru’ fund, an R&ﬁhe ir]ve\nt fun (%(nd a blessing from Allah (SWT) for
contributing to w. Wn
eaure

from the curremtiit 0 ué_al.,ZOZO).
v,
% o

RN
S
N

\ &
investment fund, which is R% rt ag fund,@BO for the tabarru’ fund, and

&
tions. 8 2.2@the waqf takaful model depicts the model
¢ C‘)
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WAQF FUND |

Policy Holder Takatful

Operator RM30

| !
| .
N ‘ﬁ'\d J‘z-

D b
Sourge: (No rhida;qu et al., 2020)
\e b

The waqgf fund will be@s/erted \x% assetswsuch as shop lots. The

o
proceeds from rental income can %er thé prot n <cg/&"l;.’Other than that, these rental

proceeds can also cover the t%\perl‘t S nag@t costs, as the organization has
iy

its own operational cos% ver,: es r‘grﬂt@roceeds can be re-invested in an

&
investment fund, and'{hglicthl get z@ﬁer return from this waqf takaful policy
| N

(Noorhidayu et al m@). p :' C-J(J

@Qraﬂ;? opoédf a waqgf-based takaful for flood victims’ model,
which in wlood victifhsfas

NV

contritt\l ill be divided into investment, risk management, and wagf funds. YWM will

¢

r beneficiaries. In this model, the policyholder

m e waqf fund, and the takaful operator will handle the other fund. Even though

@odel includes flood victims as beneficiaries, that doesn’t mean that policyholders



came from high-risk flood victims' areas. This policy has a wagf fund that can cater to the

g
O

flood victim’s risk (Noorhidayu et al., 2020).

TAKAFUL OPE

L

POLICYHOLDER NATURAL

DESASTER

OTHER RISK

Aj éo%
urce: (Noorhidayu et al., 2020)
f =

qu bp'f% odel Two

%
% t faka@\found in current literature is wakalah wagf
with the mu model. “Th mo@) suggested that takaful operators develop an

i Ozm)
endowme a commai fuid, a@- wagf fund. The takaful operator does not own the

OJ

fund; i the takaful operato?@nly operates on behalf of the participant or as a trustee
|C|pant All policyholder contributions will be compensated to the policyholder

@ces financial loss. The takaful policy offers different risk protection depending on

é/

the rider chosen by the policyholder upon takaful registration (1. Osman et al., 2021).
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2.2.4. Home Financing

Wagf home financing is another area of financial inclusion t%&earchers

should be focused on in Malaysia. Therefore, in developing a home fin S@Noduct for
financial inclusion, this product needs to be applicable and practical %nbanked and
underbanked. Nevertheless, some literature discusses financing |0$ earners, which
can be applied in this study (M. Z. Zabri & Haron, 2019) OFWWan that, some studies

regarding home financing with a lower monthly inst t !i itable for the

unbanked and underbanked (Nasir & Abdullah, 2 &of et ali, 2018). ' ’C}Y‘
S

Wagf house finance is seen as a_socfally responsib flnar@ng solution
Y/

back%(g?,st based loans.
I—@h, 2019). As a result,

because it offers B40 monetary aid without rewr} the

This makes it possible for them to own @M Z.

it fosters a sense of community amo usllms géharltable actions that are
carried out through the wagf poo tlon 0 thl Waqf \ICh is widely recognized as
an essential component of Islamic naTM, pported by this model (Amin,
2020). % ‘_'

Onthe g and, I‘/Ia need ew home financing system to address
the financial |ncI p 0 Ie‘m rpee(t‘)@:gvlsumer expectations. The home financing
system avall e literat po @that several methods were suitable for WBPs
(Amin, 2 Weve{ U‘z; e flnancmg systems to be applied by WBPs are

contra ance, deposit flrﬁme and mortgage. Moreover, the applicability and

f musharakah mutanagisah products for Islamic home financing in the area of

@should be explored.
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Furthermore, this study needs an integrated approach to understanding
Malaysia's home financing. A study with a qualitative approach to home fina@ been
studied by M. Z. Zabri and Mohammed (2018), who explained how the s@ve method
works. The standardization of legal documentation for home finan '% needs to be
reviewed (Yusoff & Oseni, 2019), especially in WBPs. Besides that, isstes and challenges
regarding Malaysia's current affordable public housing he@eed to be studied to
develop an unbanked-friendly product (Bilal et al., 201

Islamic home financing is a crucial p in the Islami ai]klagystem in
Malaysia (Amin & Hamid, 2018). Various contrac odelsjo haome fm@ncmg can be

practiced in the Malaysian banking industry. % he \ is t@ Bithaman Ajil

3‘

(BBA) contract, a sale with a deferred K contrac : r t?@‘xhat there is also the

Murabahah contract, a cost-plus mar ntract, \1\(&/& commodlty Murabahah
S

contract (Fahmi & Febrina, 2019 f {3_
There is anotherycont tflr%go inancing, such as Musharakah

Mutanagisah, which is a% |ng p l

ner jp c act (Zaaba & Hassan, 2019; M. Z.
M. Zabri & Moham;(gl&l)“s

class in the Mal

hom ancmg is the most extensive financing

&

ng ir@try, with a value ranging from RM14.97

ks

lamic
]

billion in June 8 RM137:67 hilli June 2018. It accounts for 27.2% of total home
financing I sia ( 2620)‘;-
lamic home flnan is different from conventional home loans. The term

onventlonal bank refers to the interest charged on the borrowed money as a time

@f money separate from year to year (M. F. Ibrahim & Kamarudin, 2018). Thus, loans

and interest are the primary sources of income for the conventional bank. Sharia law
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prohibits any activities with the element' riba’ as this element oppresses the borrower by
charging riba’ or interest to them (E. R. Ahmed et al., 2020). Y.
Base financing rate (BFR) is being used for Islamic home ﬁﬁyng instead
of interest rate or base lending rate (BLR) as is being practiced by conventional housing
loans (M. F. Ibrahim & Kamarudin, 2018). The customer W@ged a flat-rate
monthly payment from the commencement of the contract ntWﬁettlement of the term
(M. Selim, 2020). The criteria and selection of home 4i in h:@? studied. The
result has shown that most home financing customersighoose Islamic n]e i{g&ing due

to the flat rate repayment term, as interest rates are oftep on the rise i Mala(sia (Sayuti et
Y/

al., 2020). Y‘ o, é\‘?

The first attempt at Islami@inancin uctc%ABBA (Amin, 2020).

This product is undoubtedly the mosmgomina 0 Iy‘,\%nd extensively practiced

¥

N
concept by Islamic banks in Mala%.mee aet .,(ZOZQQC_"?he idea of BBA is based on
a buy-and-sell agreement wh e anil the @ed house and sell it back to the
customer. The customer Wi he bank by Sfér nstallment, similar to conventional
Ly,

bank practice (Dahla;{! 151), \ %
&)
Mos micC scho e tf’@t\Jthe BBA concept is non-Sharia compliance
ENK &
0

| ‘Y
as Islamic bar@'

t own the,p per@(Hasmawati & Mohamad, 2019; M. F. Ibrahim
18). &mgan t é\

& Kamar hqt- the BBA concept relies on the interest rate as a

benchr%determine the “pr(;ﬁ%io be a charge, which defies the non-riba’ concept (A.
1. & lIbrahim, 2018; Dahlan et al., 2018).

0 On the other hand, from a customer point of view, the BBA concept has a

floor price and celling price, which are fixed profit charges by Islamic banks. It is unfair to
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the customer when it comes to low interest rates because the customer will not benefit from
them (1. M. Shaikh et al., 2021). This situation will give the customer terrible, uafair, and
unjust feelings, and the urge to convert to conventional products will i ﬁ@(M. Z. M.
Zabri & Mohammed, 2018b). In contrast, if the interest rate rises '%han the BBA
profit rate, Islamic banks will suffer losses as they cannot increase, the, profit rate imposed
on the customer due to the fixed selling price (Aswer et al. OW*

Other than the BBA concept, the seco t Co !)n e financing

contract is the combination of BBA with the Murabahah (BBA-M) co ert.'lé)@ﬁhough
g -\

BBA-M is a popular concept of Islamic home fina around th globvincluding in
Y/

\stMu im scholars as this

& i, 2020).

Malaysia, the application of BBA-M is also %Zgue

concept is also similar to conventional %ncing

BBA-M is merely an in@strate %%fo
this concept leads to the mergin%lamie ho a‘ina&;@g with conventional home

financing. The Sharia issue of \/I ISI d %d most Muslim scholars are still
I

debating this issue. The r% ast sc‘h ar s‘gr!)gs&d of the concept of BBA-M, while
Malaysia, Brunei, an nesi@ the%glf which was widely practiced. BBA-M
&
is a kick-starter of iC homefi ing i i i i :
Ngm J qngd)Q)ese countries (Miah & Suzuki, 2020)
. ’
r

a ex;énsion of home financing in Malaysia, there are

___,QD-

I}i\émic home financing, and
N

I@, ss o.ath?
many crit'Swf IsIaJr'nl ome fi§cing products. Some Islamic scholars argue that
0

NV

Islami financing has sim“‘r?r features to conventional home loans. Islamic home

fi ings, such as BBA and BBA-M, are sensitive to BFR changes, which will affect low-
nd middle-income earners. Even an increase of 2% in BFR will increase the number of

financially vulnerable Malaysian households (Amin, 2022).
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In recent years, the study of Musharakah Mutanagisah as a form of Islamic
home financing has become popular among academicians and practitioners@ov et
al., 2018). Studies show that Musharakah Mutanagisah is being success Gmacticed by
Islamic banks around the globe (M. Selim, 2020). Due to the natu ;‘& Musharakah
Mutanagisah contract itself, which is a regularizing type of thr.ic philanthropic
economy, it is an excellent concept to be applied in the W SW

Currently, the evolution of Islamic home fi in h:%a new concept

brought to the market. Musharakah Mutanagisah, a diminishing partne |F,5?§)\vercome
t Tiba’

the BBA and BBA-M, which are vulnerable agains base hom ﬁnanqi-ng. With the
Y

0 taQ@\Tvnership of the

tw@ﬂindirectly overcome

the BBA and BBA-M contracts (Mun@set al., ? A

A
N
Musharakah Mutan.% which ies Qc}@a diminishing partnership
concept, is an alternative to Isl \Mmefﬁgjge@ed in recent years. Musharakah
Is

Mutanagisah has been ap% ty ma‘g ‘Lé sthalars as this contract is more Sharia-
&
compliant than the and qB ontr%&.’ Musharakah Mutanagisah is usually
F &
ddl

practiced in Austr the USA, i Ce%@st, and Canada. Implementing Musharakah
@
icat

Musharakah Mutanagisah contract, an Islar%

assets and transfer ownership to the cust\ is new

Mutanagqisah @ d th ap? ion\ﬁfjriba’ since Musharakah Mutanaqisah rental is
their inco ‘(Q[Z ZabJr'i éhamgned, 2018).
)
\ the case of hohge? ownership, the bank and the client will make an

a based on the concept of “Shirkah al-Milk™ (joint ownership). The bank and the
@Nill first pay different shares to the right of the property. Typically, the bank would
hold most of the shares at 60% and above, while the client would own the rest. Then, under
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the concept of ljarah (lease), the bank would rent their share of the house to the client with
the periodic rental amount agreed upon by both parties (Muneeza et al., 201 T

The client will continue to pay the lease until they have number of
shares owned by the bank (Amin, 2020; Amin & Hamid, 2018). F he uration of the
lease, the bank will take ownership and responsibility for the house (Hasmawati &
Mohamad, 2019; M. Z. M. Zabri & Mohammed, 2018a) O e client owns all the

shares, the client will claim full ownership of the ho in‘a s@wely buy the

e
house from the bank. ’ c§‘
o~
To summarize, the process of Musharakaly Mutanadisafy'in hoqse ownership

\&Ase (ILéer and sale (bay).
ecat%kthe bank’s profit f

mainly comes from the lease instead terest \CSQ as th'\é*questlon arises of where
Musharakah Mutanagisah Would the ﬁurde of cu ers that partake in Islamic
home financing (Muneeza et ¥@ammed 2018).

On the othe Y:ren N";Jgrt usharakah Mutanagisah contract is

determined by using & ntlonpl
is being practiced ka i

can be divided into three sections: partnershi% ara

Musharakah Mutanagisah is consider ;ﬁw-comp'

g loan.interest rate as a benchmark. This method

N
QZOL,@en though this method is permissible under

Islamic Iaw, chol rs longyto sék)an alternative benchmark that is not reliant on
the conv I terestr th I ic home financing and conventional housing loans
are se r properties that ag'c?omers want to buy. Both types of financing have a

r monthly repayment to the bank. This type of financing is considered a low-
@oduct available in the market due to the secured asset financing (Muneeza et al.,

2018).
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The key players in Islamic home financing in Malaysia are Islamic banks,
commercial banks, and Lembaga Perumahan Sektor Awam (LPPSA) eWOlS).
LPPSA is a statutory body funded by the Malaysian government. The in &Ote charged
by LPPSA for housing loans to government servants is 4% per ann %econd-lowest
rate in Malaysia (M. M. Hassan et al., 2021). The lowest interest(%?.arged for housing

loans in Malaysia is 3% per annum, which is charged by S amt Corporation, which

is also a statutory body owned by the Malaysian Gover, ( dawsdaratln Lily, &

Andi Tamsang Andi Kele, 2020).
However, there are 1.6 million governfment seryants i Malaysm which is

11% of the Malaysian labor force (Yusop & assaz 20 eis 33{ ardous effect on

8& ory body financing

len'e éh 2019). For example, an

N
economic downturn can affect t smrf‘gov ent ility to provide affordable

the Malaysian government if the gove rva

>

institutions to provide affordable hom f| ancing

home financing. Also, non- g@nt ntsicoul get affordable home financing
. l
Aris et al., 2018).

The res;%ﬁh;MalaYsi rkers, 434 m|II|on, need to rely on Islamic banks

&
and commercial b N& pr

jor BEB', charged by an Islamic bank in Malaysia is
4
between four °/ nnually khl@oma). This phenomenon has created a gap for

)

the rest of Iay3|an ers toteé;ure affordable Islamic home financing (Yusof et

mic banks in Mala \a/are incapable of providing even 4% of BFR to match
LPPSA

This is due to the interest of Islamic bank shareholders and its investment

account holders, who want their ROI to be higher. The Islamic banks' shareholders would

86



prefer a higher return as their investment is high-risk. Other than that, the investors in
Islamic banks are unlimited, while the potential losses are limited. As a resx&mamic
bank in Malaysia cannot provide affordable Islamic home financir@. Zabri &
Mohammed, 2018).

Islamic banks in Malaysia can provide more unbarJ:dly products by
offering Musharakah Mutanagisah. They can also give retugns anestor from the sale
and rental of properties (Yusoff & Oseni, 2018). Un tely, 1 I mic_banks are also

profit-oriented institutions that survive on profit. Is %banks cannot ustagaa if they

impose lower BFR (Zulkhibri, 2018a). This limitati ouldpe Vi omeq?y harnessing

one of the most reliable and potential financi alt nati

Regrettably, in Malaysia, L@ce of

graveyards, therefore not focusing o ncing

there is a need for a contemporary%f cadh wa

&
home financing (M. Z. M. Za \Ioh ed, 2018 Ahere is a gap in this study area:

wagf-based home finanu%i able f ul{@g}lgﬁ:&ople The main idea of these WBPs

is to synergize the po Nof caih \T\Wlth @IC home financing.
&

An 'Ma Ca qu @Dsharakah Mutanagisah (CWMM) home

)

@
financing mo se entlvf?h s 0 achieve its primary objective (M. Z. Zabri &
is”

N
ma@kto build masjids and
( et al., 2020b). However,

at c@e used for low-cost Islamic

wn

Moham ). Un e modef, waqif came from various backgrounds, such as
|nd|V| alS™organizations, and the government. This model will focus on financing the
a house is considered a basic living need.

0 Thus, the concept of CWMM from the current literature explained that

Islamic banks should establish cooperation with waqf institutions in Malaysia such as
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YWM, Perbadanan Wakaf Selangor (PWS), and other SIRCs and integrate cash wagf with
Musharakah Mutanagisah home financing. The objective of developing hKWncing
products for underbanked people will be achieved as CWMM should h@aper profit
rate than Islamic banks' home financing products (M. Z. Zabri & Maohammed, 2018).
CWMM consists of three components: source of f\d(}ﬁzf the fund, and

management of the fund. First, waqgf institutions will rec 'veWwaqf donations from

various sources, such as the government, governm inke c@, companies,
]

businesses, individuals, etc. This waqf fund will beni Isl ,c fa‘)éﬁ:income
S

securities such as Sukuk, real estate, and Islamic fi its. S, Ww-f institutions
\n Y
must ensure that the investment will not % ny J§J d f@glow the initial

investment. A portion of the ROI W®annele slamics banks' musharakah

mutanagisah home financing. Anothe@btwill b \w%te i@he cash waqf fund (M. Z.
M. Zabri & Mohammed, 2018a).%

]
&

In the CWMM cg&g he gustom hasg,}entifythe desirable house. Then
the customer has to ap;% inanci u.}}é(tzbépplication for CWMM has been

approved, the custom \to sig‘n \'mancin reement. The customer will own 10%

&)
to 20% of the h 3
0 20% of the ou&% nnel
fia

t'utior(@'ill own the remainder. Customers will lease
the home fro

2.9
"Q, nci?u ion @buy the remaining ownership from the financial
instituti@M. Za'grl I\fohan?é:d, 2018a; M. Z. Zabri & Mohammed, 2018).
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Figure 2.4: Waqf@

’
2.3, The Sh ﬁc‘umelpe\Naqf B

The ﬁ{tu e, of qu Qﬁi&zlng product adheres to Sharia rulings

’
originating fr he ura an nah\ﬁ'he principle of this product structure is to avoid
rofii

any aCtIVI |nvo \Y

|
|
|
|
|
|
|
|
|
|
GLC I
|
|
|
|
|
|
|
|
|
|

Current Literature

4??5

ing Product

biteé- conomic transactions such as riba’, gharar, and
maysi hury et al., 2018)\‘:61\ the other hand, the product structure of conventional

ba%ws market rules, which contain prohibited economic transactions.

0 Riba’ can be defined as an increment in lending or borrowing in which the

borrower paid above the amount borrowed, as determined at the beginning of the borrowing
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contract, where the lender stated as such or voluntarily by the borrower. Riba’ can be

further classified into two types: riba’ al-Buyu’, which is riba’ in the sale anR ba’ ad-

Duyun ,which is riba’ in debt (Choudhury et al., 2018).
Riba’ in debt can also be further classified into two types: riba’ a'i -Qard, where

there is an increment on the principle of the loan, and riba’ al-Jahili

, where there is an
increment in the principal amount for late repayment of eWiba’ in sales means
unequal exchange of certain goods or commodities. Raba®™in 'sal !:an so be further

classified into two types: riba’ al-Fadl, where there is‘an unequal amount 8§)§f s traded,
d

and riba’ an-Nasiah, where there is an extension of ytl andra Sariet al., 2022).
\/

roh@gm any Islamic

ribaz <Gharar can be defined

While riba’ and gharar are harmful me%t

economic transaction, there is less Iitera\&ajt ghara

as the chance of risk, uncertainty, or )’@5d (S. A i WZ gﬁﬂn the muamalat context,
N

gharar can be described as the goo& th no{{@ust yet. In Islamic jurists’

prudence and legal terminolo%\h‘ar 1 sale of @\Odltles that the seller does not

pose, the sale of an item Wi ny sp‘g gﬁ‘qrﬁs,@hny hazardous transaction in which

Y
the parties involved )Q\wontrelct t pose-any knowledge about the subject matter

(Anjum, 2022). \

Ned
clkd |@two types: gharar fahish, which is intolerable,
Whlcﬁ ?@Z

And ghar I|g harar or normal gharar (M. Ahmed et al., 2020).
Therea& tain conditions W“h(;e?e gharar is tolerable. Firstly, the contract must be
%or charitable; the purpose of the agreement must be in the form of a donation.

econdly, the transaction made is for public needs and in the form of maslahah. Lastly, the

risk of a transaction is unavoidable for productive economic activities (Hadji Latif, 2021).
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On the other hand, maysir can be defined as acquiring assets through games
of chance. It is about wanting something valuable with ease and Witho@g the
equivalent payment, working for it, or taking any liability against it si gambling
(Alkhan & Hassan, 2020). Another definition of maysir is acquiring wealth by chance and
not effort. Maysir is like any game of chance, similar to betting (%&;al., 2021).

Moreover, gambling is forbidden and pro 'biw the law of Sharia

|

(Rawwas et al., 2018). The agreement between partakerssis’based an‘immaeral incentives

provided by entirely wishful expectations in the pz%&nts minds that t ey. &Tachieve

by mere chance, with no consideration for the possibility of less, which isxthe risk borne
Y/

by the wager. All of the restrictions mention% r |Q,\ i

guidance in setting up Sharia guidelln\swe WB

framework for the study.

topi@rprovide proper

| a hus, the conceptual

2.4. Financial Inclusi
In the WBP

bank institutions rela flnancra
Henceforth, the I| re S arc

followed byt a |nst| ti

|nclu5|0n

Q’
here were a lot 0f studies regarding IBI (Zulkhibri, 2018a) and waqf
(Azral Azaimi Ambrose et al., 2018) concerning economic development. For

@Ie Zulkhibri (2018a) explained the impact of Islamic bank financing on economic

growth in Malaysia. In terms of waqf for economic development, Lamido & Haneef, (2021)
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discussed how waqgf could be a framework for entrepreneurship development since
entrepreneurs also play a role in economic development. T
Current literature regarding financial inclusion shows tha& y has been
primarily conducted in India (Lenka & Barik, 2018). In Malay the" investigation
regarding financial inclusion was conducted by Khor (2018), &)Iains that most
Malaysians cannot acquire the desired financial service dug,to Wﬁncome level.
The concept of WBPs for financial inchusi Lve from current

literature (Ascarya, 2022; Ascarya et al., 2022; A%& Masrifah 25'C§Earya &

Sakti, 2022; Lamido & Haneef, 2021; Razak, 202 manry al 2022:(U. H. Umar,

micatc@]he world show

Nevertheless, world IBI avi Wn @ssmg financial inclusion
_ N
around the globe, especially in t ounﬁjles. c?es face a constant decrease

in the number of unbanked u er oplﬁuch means there is a positive
relationship between 1Bl ressing the |L;zincb|nclu3|on problem. Moreover, OIC

slam@#nk branches, which is an 8% increase

countries face an inc I’ nur’r]be

the/numbet, of a@uts with financing accounts is still low in OIC
countries a d to th e ofthe\?erld There were only 400 to 450 financing accounts

N
per 1, tsin OIC countriemevertheless, studies show that adults in OIC countries

%ﬂt to have a financing account due to religious reasons, even though they are

@9 The study of Sharia compliance in developing WBPs is of the utmost importance,

as stated in the third objective of this study (U. H. Umar et al., 2020).
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Studies in OIC countries found twelve fewer Islamic bank branches for every
one hundred thousand adults, 20% lower use of financial accounts by cor&%ﬁtities,
and 70% for SMEs. In addition, financial depth is reported to be 25% t %Iower than
GDP compared to the rest of the world. These facts show that even th %re were slight
decreases in the number of underbanked and unbanked people im{g:ntries, IBIs still

need to address financial inclusion in OIC countries, especia laysia (Safdar et al.,

'
L ] Yw

N
e
2.5. Wagf Banking Product Experience in"Malaysia X

Y/
The only IBI that participates{c,; V\%q age@cffin Malaysia is

BMMB. BMMB jointly managed th gozaqf fu h @% through the Joint

Management Committee (JMC). The@(sctive %;qla @i@n was to make BMMB
N

an authorized entity by SIRC to%e thef‘waq und efficiently (Hayari et al.,

N So

&

2018). ‘ %\
BMMB is o%t;e full-gjj Ilslaaf: banks in Malaysia and has been
?reh@rs of BMMB consist of DRB-HICOM Bhd
4

operating since 1993@5 i the pi rs in the Islamic banking system and
WBP manageme Wa aysia. 5
and Khazana@@siauy ich\%ach have 70% and 30% shares of the bank,
respectively: B prgv S fariou§§lamic financial service products, such as deposits
N
rency, foreign exc'fgage trading, regular deposit accounts, current accounts,

for for%
an%!inancing accounts (Hayari et al., 2018).

On the other hand, PWS has been incorporated since 2011, as the Sultan of

Selangor commended its establishment in 2009. PWS operates under the provisions of
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Selangor Waqgf Enactment (Selangor State) No7, 1999, and Selangor Wagf Corporation
Order 2011. The establishment of PWS aims to enhance and improve the {:Ro? wagf

properties, wagf management, and waqf practice toward competent anﬁeﬁ@nt Muslim

economic development (Hayari et al., 2018).

The main objective of the IMC between BMMB z@;is to be a legal
body to collect and manage wagf funds in Selangor. The issue mallenges arising from
this integration are that a few criteria have been set to only @ns meant for
wagf will be approved. Moreover, JMC has to ensure the wagf asse a,e Jvegﬁanaged
and taken care of. Besides, JMC has to convince @Mc tha Jqf %?ets are well
managed and preserved (Hayari et al., 2018).\,Y~ \ Q\Y\J

BMMB is responsible for@g cas 0\

terms and conditions, such as cash for he \aq ed Q@Qn. Moreover, PWS and
N

BMMB or JMC have taken a few%u :g\?nd ele.nc%e the cash wagf fund, such

&
as aggressive advertisement a %otil cash W@Ollection through the media and
i bit

fuﬁ*’concerning the PWS

promoting the cash waqf pr‘g ra Fltl;\ ietal., 2018).

BMMB WS a|e g fo%&rﬂ to more collaboration soon. Besides,
&
op

there were many rtuniti 'ex&()@'JMC's operation, such as investing in cash
@

n manage t&vinvestment in cash wagf funds. Also, BMMB
@z

RCs%gch as Negeri Sembilan, Kelantan, Johor, et cetera

wagf funds, a B
aimstod C in:o

% 3
(Hayar'{ ', 2018). Thus, thP:ts)tudy hopes to uncover the potential of this kind of

S%!

on.
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2.6. The Research Gap

The first step in the literature review is to look at past studies ab@ cash
wagf, waqf classification, and istibdal. The chapter continues by discussi ackground
of the studies, the WBPs, the evolution of Islamic banking products, microfinancing,
takaful, home financing, and more. The final section of this thew ture study delves

into the Sharia regulations governing WBPs, the role of W sWaysia‘s economy, and

l

the experiences of WBPs. .\d
Integrating waqf financing products &mlc bankin rydﬁg};&W setting

up WBPs is one of the many study gaps in the curren eratur‘e oh thi topch-Furthermore
Y/
there is a need for more relevance in the literature garg\n ria c@ance guidelines

for developing WBPs and the develo e WBPs dress-financial inclusion in
Malaysia. Thus, this subject matter n d ore f Wg ,@mplete the inadequacy of
o S

the current literature. Q-
% &
A

27 L =
2.7. Conceptual ork from H.Jr iterature

Table 2. \Qws tl]e pt I ework for the current studies found
earlier in the sys d tab ch <Qthe studies conducted before 2019 were
quoted from 19) heite tur@lew for this study was analyzed using NVIVO
version 1 e. The d eloped using axial coding from the literature shows
that t %n dimensions neeB&B be studied. These main dimensions were “wagqf, its

de% and its ruling”, “wagqf banking product”, and “the guideline from Sharia law”.
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This dimension will be the main component in guiding the researcher to build

up the WBP model for this study. The studies regarding this dimension wil evrﬁucted

in a library research manner. :(’)
Table 2. 2: Levels of Conceptuallzatlon\,z

Level Theory Example
1 Metaphor Wagf - endowment
2 Dualism Islamic bank — waqgT stitu or!\d,
3 Concept Wagf and Islam klng roduct ' _\(-}Y'
4 Context theory Islamic bankln oducyd el enq~
5 Grand theory WBP devel ment o
ur e kA ted fr LIeweIIyn 2003)

o

\ A
The conceptual fram ers t o &tlon of the concept and the

organization of the research. It ts that cept ramework explains how this

study tries to frame the retrc % S|bly nde I?m and why it performs the analysis
rese

in such a manner. In th| tuﬁ@mewcrk functions as a conceptual tool

for the researcher b Iop| , charliq; tegorizations, graphs, and tables to make

{
sense of finding de tand .phen%alenon of WBPs (Llewellyn, 2003). There are

@
five levels, @ smpl :ap or.@\ne grand conceptual structure.
N 5
N N
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Table 2. 3: Conceptual Framework for the Current Study

Wagqf Definition Wahbah al-%ha y, (1989)
Cash Wagf Mahamoo Rahman,
(2015)

Wagf Classification Sale% 2017)
Istibdal Wahbah'al-Zuhayliy, (1989)
2. WBPs and their WBPs development %ﬁnad (2015)
development N l
Wagqf Microfinance sm V\'h@ghaker,
ohamm Duasa
% (2016) 3 | S
Wagf Takaful Noorhidayu et ak; (2020);

Sallehet %:;2017)
Waqgf Héme 2 Z. M. Zabri &
Fin n(cgﬁ)N "\ hamuled, (2018)

mir(2020)

3. Sharia Guideline in a’, gahra ;@dhury et al. (2018)
WBPs ay; o o
4.  Financial Inclusion ysian Financial <E?dlkhibri (2018)
\ clysi A
Y' , ' &
% b} :So@: (Developed for the current study)
s &
N
This sqd\y ill e e Iitﬁ?}ﬁ'ﬁre from the Shafi’i school of thought and

C ]2t 8
extract the gu'lﬁln to bl appli gy the WBP model. In this study, the discussion on

s
theorizing w y focl eveéznd level 3, for example, the dual banking system

> : N
(level he concept of cash&ﬁaqf (level 3), with some discussion on level 5, grand

thg@:reover, the grand theory explains the relationship and presents a comprehensive
conceptual framework. Therefore, the grand theory can explain the conceptual theory and

the theoretical framework.
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2.8. Chapter Summary
This chapter has outlined three objectives for understand'{%e waqf

institution product and IBPs and developing the WBP model. The firs:(%ive of this

chapter was to explain in detail the wagf institution product and the IBPs. This chapter has
discussed the study area for developing WBPs. The second objective of this chapter was to
clarify the issue related to integrating both waqf institutio rc&f! with IBPs. All of the
subjects were briefly discussed and explained. Linked econd @ of the study,
the third objective of this chapter was to examine thefeonceptual ffram ?rli%m study.

The literature found in the second objective supporteththe congept ofthe stu@-ies.
ﬁ\)

Y'\Q\Y'

4
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