CHAPTER S Y.
N

THE ANALYSIS OF WAQF BANKING PRODUCTS IN MQ%IA

5.0. Introduction :

Concerning the first objective of this study, |m identify the concept

of WBPs based on financial inclusion in Malaysia, thi pter discusses in detail the

concept of WBPs and their role in addressing flr@nclua n in Mala yg;&:rom the
beS\the

interviewees' perspective. This chapter also descri definition 6f W the reason
behind the development of WBPs, the aware ss amon ic OQ&BS and the cash
wagf structure for WBPs from the mter\@pomt 0
—\
A
S

5.1. The Definition of nku% Pr ucts<3—

As discussed in %t@wo!s r, tg%rmulate WBPs, this study must
understand the definition% IBPi, nd (:JS(IE/Q’C window. This study also needs to

Uk

elaborate on the waqf Mion a|1d the f ion of waqf for the Muslim community.

Moreover, since s are,waq 'ICtL)@ also IBPs, this study needs to explore the
role and conn # bJe {matters. Other than that, this study also needs to
comprehe ractice obzczla\ngcwmdow in Malaysian conventional banks.
aqf is an Arabw‘t?m that means to preserve, stop, maintain, and uphold
ets in the name of Allah (SWT) (Ab. Aziz & Yusof, 2019). In Islamic economics,

aqfirefers to a voluntary endowment act of wealth, assets, or fiat money for charitable
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purposes such as building masjids, schools, hospitals, orphanage homes, etc. A specific
organization manages donated waqgf assets. \q
On the other hand, cash wagf can be defined as a movable at aims to

provide convenience to the Muslim community in performing wagf donations (Hayari et

al., 2018). Since the end of the 16th century, the Ottoman Empir gularly employed
cash waqgf. Cash wagf was utilized to finance entrepreneurs' b esses during the period,
with the proceeds going toward public services such it |z@catlon water

channeling, bridges, and roads. Cash waqf played a sighificant rolg/in th pr&&?conomy
(Asni et al., 2020b).

In Malaysia, waqgf is adminis ereR; eac@ with a state
enactment. Each state in Malaysia h b/vn wa ct As a result, waqgf
management is different in each state. ddltl o?w f'the wagf institutions offer
wagf products. For example, PW, Waﬁf Se ngorQ)@malat in collaboration with

Bank Muamalat Malaysia Be@uc?" s as gf collection product (Othman
etal., 2021). N
’ &

The pu'rg\gf Wa('f i
&
ummah.Forexaw ng the'ti fo%%@phetMuhammad (SAW), Madinah citizens

needed water hetr daily liye 'F'hk(problem is that the Jews own the well. Saidina
Uthman b we welf'frvzié Je\@ld donated (wagf) the well to all Madinah citizens
(Hadn&- asa’i. Kitab al- ‘hﬁb(;g #3608). So this example shows that the purpose of
Wa% olve the problem of the ummah (Amri, 2021).

0 Thus, wagf is a mechanism that can develop the economy while not neglecting

human development (Ashran et al., 2021). In the era of our Prophet Muhammad (SAW),
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wagf was used to develop the ummah. For example, this hadith shows that the practice of

waqgf for economic well-being has been practiced since the era of the PrQQR (SAW).

Hadith narrated by Anas bin Malik: :(‘)

Abu Talhah (Zaid bin Sahl), a companion of Rasulu@has a date farm

in Bairuha, located not far from the Medina Mosque. The ate?ﬁ is his most loved and

proud asset. Abu Talhah (Zaid bin Sahl) rushed to the ger of Allah (SAW) and said,
"l want to practice what Allah has commanded tangive to chari at‘ c!g@.’"love, @)

A
Messenger of Allah.

P 4
ot dlta S

With the hope of getting a blessiw siq% h, tz#irand put it where

it suits you. Please accept Bairuha' gar@only tr I hﬁ‘as alms. I leave it to

you to distribute to those in need." Th@ssenge a c,@ed the alms and assigned

the technical division of the farm%Talhﬁ

&
have heard what you said, an% t i' I etur@ you and give it to your closest
relatives.” l 0’
’ &

The Prc&mly sui;ge hat th enue from the date farm be distributed
&

needy fami At&tg}alha, first, then to others. Then the Prophet
¢

to the closest and rﬁwL
habit al-Ansari. Among the other recipients were

gave his shar: a poet, Hassan
Zaid bin T, %\d Ubgybza'abg
S )

\%Source:(Hadith. al-Bukhairi. Kitab al-Wasaya. #2769)
principle of Islamic jurisdiction (ElI Mallouli & Sassi, 2021). In other words, IBPs are

=

N
im and@d, "This is a sacred asset. |

In contrast, IBPs can be defined as banking products that operate under the
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Islamic financial products or Sharia-compliant financial products. The Sharia law prohibits
IBPs from being part of riba’ neither charging nor paying, and involved{Wbited
business activities such as gambling, alcoholic drinks, gharar, maysir, etc: re are two
principles of IBPs: profit-sharing and prohibition of riba’ (Alhusban %21).

There are various contracts that have been praetice IBPs, such as

aWaruuq, Bay al-Innah,
il u@l& Muneeza

et al., 2020; Muneeza & Mustapha, 2020). Islamic nce addresses ir}aneg.)&ﬁclusion
S

Mudharabah, Musyarakah Mutanagisah, ljarah Thumma al-B

Bay Bithaman Ajil, Bay al-Istisna’, etc. (Alhusban et

issues from three directions. The first is risk-sharing*egntracts, whi oﬁew alternative
v
to a conventional loan. The second is profit-sharin ont(%c ich @e an investment

instrument for Muslim society. The @other c f@ﬁce instruments that

redistribute income or wealth amon@sMus WU t ,-\such as zakat, waqf, and

o S
sadagah (Shinkafi et al., 2020).

To ensure the SLQ?'L iIit] slami Sﬁ}ing Institutions, IBPs charge a
m

certain amount of profit% em t“éggb' In Malaysia, BNM has set a Base
Financing Rate: the& rice Pr
2018b). Thus, to e the sustai

]
fees so that th@ ban/ of
the issuin W rer;/

g pro te charged to the consumer (Zulkhibri,
ba ml'mun%:\\l% (R. Bakar & Nawal, 2020).
)

7]

¥

&

jty (O‘)@BPS, this product also needs to set specific
’

S cé..eover their operation costs. The profit charge by

\ n the other hand,\'(I;B Islamic window is a system that allows other banks,
in ing'conventional banks, to offer IBPs to their customers. An Islamic window issues
@ﬂrough conventional bank branches or dedicated Islamic branches. A total of thirty-

one commercial banks were entirely operated to meet consumers' needs. Five of these
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commercial banks are full-fledged Islamic Commercial Banks, ten have Islamic subsidiary

banks; and five use Islamic windows (BNM, 2021). \Q
Table 5.1 illustrates licensed commercial banks in Mala S‘@h a list of
S 31

commercial banks that operate Islamic windows. With the rise 0 many banking
institutions offering Islamic banking products, the variety of available products is not fully
understood. Different banking organizations have wi eI;Wpted diverse Sharia

terminologies and concepts, causing confusion among chi .M h‘J Thas Thaker et al.,

2020). Although there is concern regarding the Sharia pliant issue, the IsI@window
g
ra th

continues to grow in terms of market value and e profit o convqntlonal banks

\ v
(Shabbir, 2020). Thus, conventional banks'{pit, ang\ izes ~ggfically increase,
yielding snowballing market power (\/\@ al.,, 2 Blﬁan apply the Islamic

window concept to issue the product. \? ,<\

N
On the contrary, eco%eveﬂpme eeczs%’consider matters relating to
humanity, focusing on econo%wthlj takes h@ development into account and
Id fit.

does not concern itself \% ly ‘Q

products is the soluti;ib\financ'm\msion since most Malaysians nowadays live below
the poverty line, Na y du‘ﬁvé SICE)‘)@D-lg pandemic (Ashran et al., 2021; A. R.
& a

’
Ismail, 2021)@ g us products that can help the poor, especially
B40 (Amr'w

‘bhﬁe combination of IBPs with waqgf

D

re, WB
. WBII%DZ cialqsurpose products meant to do a specific task or solve
a prob% nan, 2021). ThUS,\Sé?\IS/ product must align with Sharia law or precise waqf
ruli artini, 2020). If WBPs do not comply with wagf rulings and Islamic law, they
ill regular IBPs or even conventional banking products (Amri, 2021; Arif, 2021,

Othman et al., 2021).
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Table 5.1: List of Licence Commercial Banks in Malaysia

Nationality Type of Banks .
_ Islamic
No List of Commercial Banks Islamic Windo
For | Conventi Subsidiar w
Local | eign | onal Islamic | y
1 Affin Bank Berhad \ \ \ \
2 Alliance Bank Malaysia Berhad \ v A v 4
3 Al Rajhi Banking & Investment Corporation (Malaysia) N ‘
Berhad w
4 AmBank (M) Berhad N N
5 Bangkok Bank Berhad N |
6 Bank of America Malaysia Berhad \ L V
7 Bank Islam Malaysia Berhad ' [N -
8 Bank Muamalat Malaysia Berhad v ' ? 1 (}Y
] P J
9 Bank of China (Malaysia) Berhad v v ' V &
L
10 | BNP Paribas Malaysia Berhad V ‘.\/ a ) v
N
11 China Construction Bank (Malaysia) Berhad V. LT
"
12| CIMB Bank Berhad P ' v
| i
13 | Citibank Berhad V N
14 Deutsche Bank (Malaysia) Berhad " v, L)
15 | Hong Leong Bank Berhad % \\ ) d\ \
] ~
16 | HSBC Bank Malaysia Berhad a VK - \
o' q r
17 | India International Bank (Malaysia) Bér N2 Q' \
Industrial and Commercial Bank ina” (Malaysia _\_ v
18 Berhad Ay v
’ N
19 | J.P. Morgan Chase Bank Beghad Y ‘% \
|
20 Kuwait Finance House (| erhad v \

3

Q(‘/

(

/Y

21 Malayan Banking Berhad
NS
22 MBSB Bank Berha I v N
aysia N

23 | Mizuho Bank ( rhad \\_f ,\%’ \ \
24 MUFG Bank (Mala Berhad ¢ '

25 | OCBC Bal alaysia) Berlad . { 3 d v v
26 | Public Ban ad R‘:’ \ \

27 | RH MES L v

28 tandard Chartered Bank Malaysia Be ) \ \ \

29 mitomo Mitsui Banking Corporati%/lalaysia Berhad \ v

30 “%ank of Nova Scotia Berhad V \

3 United Overseas Bank (Malaysia) Bhd. \ \ \

Source: (BNM 2021)
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The development of WBPs must be based on the development of the ummah
and welfare. In the context of waqgf banking products, the Islamic econon@e’m has
provided a mechanism for redistributing wealth to ensure that the wity shares
economic development through waqgf. Therefore, wagf is the origi %e distribution
mechanism in the Islamic financial system because waqf does nat.need’to be forced to do

it (Ashran et al., 2021). Y'
;!nci

Therefore, WBP can be defined as a sed f'\a product that

complies with the pillars of waqf and Islamic law. s will be dist uiecrgi)gﬂ}e waqf
A

window through Islamic bank employees. The purpose of WBPs is/for th?-development

N

and welfare of the ummah. This product is designed t

\hhe pg@ﬁs faced by the
ummah. Figure 5.1. summarizes the def@ WBPS:

&

A
Cny >\y7 &
5.2 The Reason Behindéveloﬁme dW{aﬁﬂBanking Product

Based on the pr%\s_hal , thatyis, cg.p. r four, data analysis, sub-topic
is, for a 0

four point three of the a reason e:h{nd&e development of WBPs, there are
4 7
three main reasons tmqhe esfa@fnent 0 Ps. The three main reasons that have

been identified in ntanalys )%:g@mic development, (2) the need for financial
[
’
aid, and (3) wagfinstitutions that no@ave the license to issue banking products.
't S
X~

RN
S
N

&’
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Definition of Wagf

Banking Products

Wagf Banking Products

Comply with the Pillar of

Wagf

-

Understanding Wagqf to

Formulate Wagqf Banking

Products Definition

Understanding I1BPs to
Formulate Wagqf Banking

Products

Wagf BankingRrod
Charge Fee to Co

J
3

problem

l oy .
@anking Products is
e \ for solving ummah

Wagf Banking Products is

Wagqf Base prod

Rulings

nderstanding the Nature

of Wagf

The Practice offvaqf

-

if iZealth distribution

hanism to preserve the

welfare of the Ummah

J

\

)

Wagf Banking Products is
a sustainable financial

mechanism

J

.

Wagf Banking Products is
a special purpose

nonprofit financial

J

s

\

Wagf Banking Products is

for economic development

~N

J

\

How Wagf Banking Products
can apply the problem solving
method during Prophet SAW

era

J

Source: (Developed for the current study)

Figure 5.1: The Definition of Waqgf Banking Products Model
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5.2.1. Economic Development

Economic development can be defined as the fabrication of aﬁKWt can
benefit the community (Kriese et al., 2019). The basics of economic de&(@ent are the
fundamental monetary policy determined by the long-term financial factors and indicators
thereof, which have the characteristics of steadiness and persistence (Chakraborty &
Abraham, 2021). Economic development focuses on VW social and human
resources that aim to improve the standard of living (Awi etal., O'Z

The key to economic development gsased odu or &:‘aﬁ)ds and
services, investment, human resources or labor resoukces a(}va ce en chnologles

and human capital (Lal, 2021). Economic de Iop nt |§\g Iy aa:&f as an increase

in the accumulated price of new produ@serwce uce@&s measured by GDP

(Shabir Ahmad & Bajwa, 2021). ? ,<\

Economic develop sentﬁlt t |n|2</\d growing employment and
investment in a country (Y| , 2 pand entrepreneurship, SMEs, large
corporations, and other % ectorf‘l 0cC }te onment opportunities is essential
(Nakara et al., 20 Therefp |I|tat| human resources, information, and

opportunities and ving ba‘r 8 ke&)@}maklng it possible (Sajjad et al., 2020).
% nth reTa.@.n of wagf with economic development is the use
of waqf i ng ca smgq‘? fu@}hand other resources into investment vehicles to
gener Aue for Muslim sob(ay In other words, wagf is the perfect combination of
%and investing funds to produce income, which involves converting particular

Oes into productive assets that upsurge the accretion of principal investment in the

economy (Ismail Abdel Mohsin, 2013b).
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The wagf ruling prevented waqgf assets from being disposed of in any form.
Wagf assets should perpetually remain in the waqf domain. New waqf as@ld be
added to the waqf domain administered by a trustee, such as waqf instituti rgﬂa Abdullah,
2020a). As a result, waqf assets incessantly grow and cannot be decli éwe wagf ruling
prohibits it. Therefore, waqf is a regular investment and is growiw@mdullah, 2020b).

Consequently, the relationship between WBP anWomic development is
that WBPs will be used to raise waqgf funds to develop sets, e,re these waqf assets
can grow and generate income (R. Bakar & Nawal, 0). It means t ’he's BPs can

generate sufficient waqgf funds to develop wagf pro and waqf assets a@d grow more
\ N
widely (Ashran et al., 2021). WBPs must be % tot%e a incgg&?om wagqf assets

for general use (Hartini, 2020). From th@int of t fitscg@/aqf property, WBPs

are used to develop the economy of Ws in i%( h,@n etal., 2021).
N
WBPs are needed t aql"fund d (L@ééﬁ)p the existing waqf assets.

For example, if wagf instituti x a M@roduct, they can generate more
wagf funds and waqf ass%(?; pJMﬁb&QA. R. Ismail, 2021). Therefore, the
primary reason Why@eed tP b

from being left idle™@n the trle (‘)

to revive the e@' (Mahan; 20 *&J
%1 an eé:) id poir@? view, waqf can be one of the alternatives for the
o

NV
econom'\ lopment of Muslmsr?.As the cost of living increases and the unemployment
rau%ses, WBPs will help solve Muslims' problems. WBPs will at least allow Muslims

0 refmain competitive (Amri, 2021). Therefore, Malaysians need WBPs, especially the B40

o

lishediis to prevent wagf properties in Malaysia

&

WB@an also ease the burden on the government

-

group and those who have lost their jobs. Hence, Malaysians require WBPs for survival,
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raising funds to develop waqf assets is crucial to meeting this objective (Ashran et al.,

Financial inclusion is crucial to economic de opmznt (Abdullahi &

2021).
5.2.2. The Needs for Financial Aids

Othman, 2021). The current role of waqgf in addressing inz;w'l'lnclusmn is vital for

Muslims' economic development (Mokhtar Maouloud 021). rqthe ther hand, the

primary function of wagf in economic growth has b cknowledged in t e’ll,_tgfﬁure, but
ilakantan etal., 2@ Since the

pandemic COVID-19 hit the world, measuri g th tat I anuﬁusmn has been

it is less debatable in addressing financial |nclu3|o

rather unbearable (Bharti & Malik, 202

Wagf is considered a p C cal too e @I-ewatlon and addressing
\
t

financial inclusion (Zauro et al., an dttem griQ nanC|aI inclusion in Islamic
finance with a clear focus on ng |@2 @n in Malaysia, this research has
demonstrated that WBPS% an a}!rna ‘gI@e B40 community in Malaysia that
lacks access to bank |ces ('Ba\2021) é—j

&

Now s e pIe qlre r@ of financial products (Amri, 2021). Due to
the pandemlc on@yc downturn (Manan, 2021), WBPs can provide
aloanint of Qard {ssa ese funds come from Muslims and help other less
fortun ﬁkllms Some M40sh(§3e lost their jobs, so they deserve help (Hartini, 2020).

M%aysians lost their jobs when COVID-19 hit the world. Most of them are from the

40 and M40 groups, and they cannot pay their debts to the bank (Othman et al., 2021).
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Apart from that, Malaysians nowadays have home financing, car financing,
etc. They cannot pay the installment because they have lost their jobs, not @Jn the

increase in Overnight Policy Rate (OPR) and the interest rate (Othman eS‘@Zl). WBPs
S ca

can help Muslims in need; for example, microfinancing from W, help start a
business to find a source of income and takaful products for proteetion (A. R. Ismail, 2021).
Apart from that, the average income of Malaysians is still OWW is why B40s need to
ensure that food is served on the table for the whole fami er daKAna' 2021).

For example, WBPs offer waqgf microfi e produgts to IF tﬁggBVvho lost
their jobs. And at the same time, WBPs can furtheﬁp weagf pr erti\e}%&khat were not

created (Ashran et al., 2021). Thus, WBPs ar%zina e%ﬁcing duct that can help
S

solve the problems of Muslims (Arif, 2 :

in Malaysia to overcome the B40 gro%fected \hqgo ID=49 pandemic. It's suitable
N
for the B40 group to refinance t BPE Fur eamor{éfhith the rising cost of living
\d isfnuch ne

e Hartini, 2020).

and rising medical expenses, roductli

(S
4 &
5.2.3. Waqf &:&ionsq@ ve theticense for Issuing Banking Products
&
Acc M ec of @Civil Law Act 1965, the management of
2 @ 2 (.)

Muslim asset@ be a;n?n uratéuith Islamic law (Igmal et al., 2018). There are

equen BP d to be implemented

thirteen st;w one fed te‘rritm‘;%\n Malaysia with their own SIRC (Abu Talib et al.,

)
eans each state hasgaifferent SIRC that enforces the legislation accordingly

2020) K
K%din & Hanefah, 2021). Thus, wagf management and everything related to waqf

re acCountable to SIRC (M. Sulaiman & Alhaji Zakari, 2019).
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As the SIRC is authorized to administer the wagf in each state in Malaysia,
several other institutions are approved by the SIRC to act as denominators O@F of the
SIRC (Abu Talib et al., 2020). It includes the establishment of SIRC s sﬂ@nstitutions
such as PWS within the Selangor State Islamic Religious Council (M %1 Pusat Wakaf
MAIWIP Sdn Bhd of the SIRC of the F=ederal Territory (KaderQ\M?%nad, 2019).

In addition, there are other institutions auth iz&?’the SIRC to manage
wagf assets in Malaysia, although they are not directly, th cotkolgthe SIRC (M.
A. Bin Mohd Thas Thaker, 2018a). These include gaf Holding Ber, aac;()gVVQAF),
Wagqaf An-Nur Corporation Berhad (WANCorp), public universitiesgand sﬁected Islamic

N é\%’

b@% to participate in the

donations (S. Sulaiman

non-profit organizations in Malaysia (Sapuan,et al.»201

On the other hand, the initi”\\&@local

collection of cash waqgf facilitates Ma%an Mush

et al., 2019). Six Malaysian Iocd% thaf‘part' i

BIMB, BMMB, Affin Islami } B'r

5 |
tedc:@. cash wagf collection were:

§aﬁsama Rakyat Malaysia, RHB

Islamic Malaysia Berhad%l yban§ sla (}é@ (Ab Shatar et al., 2021).
\s haséﬁvely become important value-based

m Is@ﬁc banks can be used for Sharia compliance

)

The ro&i\lslamr
intermediaries, ar%u rai
]

investments (,Q' an

several p what cgn imUlat onomic empowerment, promote education, and
t

£ 2
). Lﬁaddltlon, the next proceeds can be used to support

NV
alth system (Noor*Mahinar Abu Bakar, Norhashimah Mohd Yasin, 2019).

|mpr0\\
‘% In contrast, WBPs need to participate in Islamic banks to distribute the product

Arif;"2021). The question is, why do we need to use banks as marketing and collection

agents? It is because waqf institutions do not have the expertise and license to distribute
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financial products and collect debts (Amri, 2021). To overcome this problem, WBPs must
be developed to create a bridge between an Islamic banking institutio@waqf
institution (Ashran et al., 2021). The collaboration between these insti G@Will make
WBPs possible, thus boosting the Muslim economy (R. Bakar & N@ZO). With the

bank becoming a marketing agent, this product will be easier to rq% consumer (A. R.

Ismail, 2021). Y"
|

5.3. Awareness Among the Public of WagfiBanking Produ s' c}
S
Wagf's efficiency was recognized duringihe time of th rotht- Muhammad

(SAW), the early Companions, and the Ot mmpﬂe. beli %\{hat this is the
starting point of wagf as a means of soci %ﬂic dev ent jung, 2018). Almost
all sectors, including health, educatioc,%d gene I%re @e funded totally by waqgf
in all forms, including monetary der &/ery mizQ ire, including the Ottoman
Empire. Despite its potential ﬁ th ni anc@vaqf, particularly cash wadf, in
boosting the socio-econo% r has‘.(’imi s‘héd‘dh'matically over the years (Arshad et

&
al., 2018). /K\ |\ é"

ilwza){n}ss and knowledge that wagf is only for

’
religious reas@ as sjids, Kr(d}religious schools, waqf assets remain stagnant
fi wZ

(Zain & d Sori, . Fusthiermore, past research has revealed that wagf is
N

frequea{ rpreted as a type\(y?lasting contribution, mainly in the form of land and

pra%rather than cash. Furthermore, there appears to be a reluctance to depart from the

stabltshed waqgf system's historical beliefs and resist change out of fear that any

modifications will violate Sharia principles (Zauro et al., 2020).
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It is evident in the general sense of complacency among most Muslims, who
are unlikely to make additional efforts to learn more about waqf and@their
understanding. According to studies, the growth of wagf assets has b e‘@nerable or
delayed in practically all Malaysian states due to the low budge ﬁontered by the
majority of the SIRC and JAWHAR (M. Sulaiman & Alhaji Zak X_

It is supported by a previous study by Th erv'Pltchay (2018), who
discovered that such waqgf property development costséﬁ 1'b||| n, taken from
the Malaysian Federal Government's allocated funds the Nint Ma y ian RBH (9MP)

and the Tenth Malaysian Plan (10MP), respectlvely result of th recec@-ﬁg just a tiny

percentage of Malaysian Muslims may kno tha aqg\c\eneflt Q&Ly in numerous

ways.

Previous studies by scholar such zﬁzgt a 9) Akmal et al. (2021);
Nasiri et al. (2019); and others all aIb it con paauall at general public awareness
and understanding of waqgf in oor stag 3 and trailing. Even though these

studies concentrated on \f% aren of ‘q(ﬂf eW|se low. According to Bakar &

a\mong t uslim community in Malaysia is still

Nawal (2020), under g of l/v
K% g
inadequate, and o 'und@nd the term wagqf.

ntimﬁWBPs is quite challenging and time-consuming

: w
(Amri, 2 We 905 ays‘ ansé?ly heard about insurance and takaful (A. R. Ismail,

NV

2021) e of the lack of awaf:e%ess regarding the importance of insurance and takaful.

Th%goes for WBPs. Without understanding and awareness, Muslims in Malaysia will

@erstand what it is used for and how it works to help the Muslim community (Arif,

2021).
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5.3.1. Muslims® Perception Towards Waqf Banking Product

Few studies have been done on the perception of waqf produc%%aiaysia.

For instance, Noorhidayu et al., (2020) studied the perception of waqf bai&a)ﬂ products

in addressing flood victims' problems. Other than that, Azrai Azaimi Ambrose et al. (2018)
discuss waqf financing based on the concept and understanding. &be study's objective is to
assess the perception of waqf financing among Muslim so 'etiWalaysia.

The empirical evidence suggested that th ption Wfinancing and
other products in Malaysia is only for religious purpo uch as religio s,ch:)g%g‘masjids,

graveyards, etc. (Amri, 2021; A. R. Ismail, 2021; Othman et al.,"2021). It iqdue to a lack
Y/

pro@&n and education
in Muslim society (Ashran et al., 2021; \ & Na 20;6&“, 2021).

According to this study,%s grou W r)@an et al. (2021), Muslims
% N

assume that WBPs will free banki ductS. 1t i acau{gc.t?]e term wagf is for charity,
not profit-making products. T '\Hion SO pp@y Amri (2021), who expressed
concern regarding the p of uPs}}‘tEZ&rm wagqf is used in the financing

products, Muslims wi sider lhis of fi@vﬁng accessible without having to repay

N
rea ally thepe eptjénjof society is, wagf is for a charitable purpose

PR

whereas f&;’an almsi/dee Wh?e the community can freely use waqgf properties.

of wagf knowledge, lack of wagf understandiw‘lacg\o\rf

the financing.

)
BPs charge a spégi?ic profit rate, society will assume that this product is

Therefqu
h n%sri, 2021). Moreover, a lack of knowledge of waqgf will impose a lousy perception

a
@Ps. Most Muslims think wagf is for charity purposes, while the function of wagf in

the Islamic financial system is to develop ummah (Manan, 2021).
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5.3.2. The Misconception of Waqgf Banking Product

One of the misconceptions of wagf is that waqf should be in th Wfixed
assets such as buildings, a plot of land, etc. (Muchlis Gazali et al., 2019). ore most
Muslims think that waqf assets are for religious purposes such as masjids reI gious schools,
and other religious purposes. In other words, waqf should not be i the rm of cash, and it
is not permissible. Such a misconception will leave waqf sseV@nant and not expand
(Traore et al., 2018).

Another misconception regarding wa qf aqf assets a oiily’ Muslims

),

(Alhabshi et al., 2020). Waqgf assets are not onIy fo slimsy and they coQId be used by
Y/

everyone, including non-Muslims except for,thos hooir tnst Is (Adlla & Noor,

2021). It is supported by hadith al-Buk C) 6&
A,
NV <

Allah's Messenger S%hlle% manpwas (;\A@ng he felt thirsty and went

down a well and drank water rL Ing'out of ftﬂe saw a dog panting and eating

mud because of excessw% The ! Ld' 1‘& (dog) is suffering from the same

problem as that min e (Wer]t he , f|IIed his shoe with water, caught hold

of it with his teet %Qic be wat@ﬁ the dog. Allah thanked him for his (good)

deed and for The people a ké.} O Allah's Messenger! Is there a reward for us
in serwr@mals FJ;Iledr es there is a reward for serving any animate."
\ Sbcb?ce (Hadith. al-Bukhari. Kitab al-Misaqga #2363)

there is in its encouragement to do good among fellow human beings. This is because if a

Al-Hafiz Ibn Hajar al-‘Asqalani Rahimahullah has said: “From this hadith,
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someone obtains forgiveness due to giving water to dogs, then giving water to Muslims is
more rewarding and it becomes proof that one should give alms to the poIth&Rs (non -
Muslims)”. Sheikh Abdur Rahman as-Sa'adi Rahimahullah has said i ﬁ@reting this

verse: “Allah does not forbid you from doing good, continuing frienishie, ewarding and
ngas

being fair to non-Muslims, whether your family members or not, W they not fighting
your religion and not expelling you from your country (Al-Bak 9).
Wagf needs cash donations to expand (Al asirah Qitialabiha, 2020).
]

No matter what living standard they are at, everyonesshould donate aqf ag?@ts (Abd
[ ne

S
Aziz & Noh, 2019). Every Muslim in Malaysia wi fit fro elopqd wagf assets
Y/

\\ abc@ﬁqf in Malaysia
needs to be addressed. People need @e regardi Wa&.s«;nd its potential for

economic development (R. Hasan et af., 2018). \ &-\

N
In terms of WBPs, imrsociéty wi alsoé,h@ misconceptions about how

wagf institutions could offer ?\gﬁlg P cts(R. B & Nawal, 2020). Even though

wagf institutions have thi product, w I‘glitbbhe same as IBPs since non-Muslims
&

can apply for IBPs (A&C{L
are that waqf is OEM
WBPs (Basri, 1):

% g D)f

A\ N

5.4. ash Wagqgf Structtr(ra2 for Wagf Banking Products

Several researchers have done studies on the cash waqf structure. For

<

ined earlier, some misconceptions regarding wagf

xample, Sulaiman et al. (2019) discussed the concept of a cash waqgf structure for unit trust

waqf, Ab Shatar et al. (2021) studied the collection of cash waqgf by Islamic banking
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institutions, and Thaker (2018) suggested the use of cash waqf can be extended to financing

small businesses and entrepreneurship. q
Cash wagqf can develop the Muslim economy, especially in S c g the poor

(Saiti et al., 2021; M. Sulaiman & Alhaji Zakari, 2019). Although, the discussion of the
potential of cash waqgf is essential, the argument regarding thesgrowth, expansion, and
legality of cash wagf is also crucial for sustainable cash amncing (Azrai Azaimi

Ambrose & Abdullah Asuhaimi, 2021). Therefore, the di ion of h f structure in

this study will focus on the dos and don’ts of cash structure, the \iest@ t of cash

wagf, and the two models of cash waqf structure for Ps

5.4.1. The Do’s and Don’ts of h}f Struct for@qf Banking Product
The legitimacy of cas (ﬁv has@e\’ycgnf @d by the Hanafi, Maliki,

]
Shafi'i, and Hanbali schools oft aqf é‘ong@'red transportable or movable

wagqf, and it is permitted by nbal’ I|k®ools of thought. In its fifteenth
meeting, al-Mujamma'’ aI%slanQ cﬁdgmy released statement No. 140, which
countersigns that cas sper|n|53| e. Sn@ly, on May 11, 2002, Indonesia’s "Ulama
Council" issued a aII i 'J;\lwiqg-n\/lth the condition that the primary value of

endowments ed S H@bl |ty een et al., 2020).
I|m scholars agre@ﬁat once a property is designated as wadf, it is subject

to thr, &s&ndltlons The same should be implemented in the case of cash waqgf, namely:

irrevocability: when a founder endows a cash wagf, he cannot revoke it, though he
a

ke part of the profit in some exceptional cases; second is perpetuity; and third is
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inalienability: it cannot be subject to any inheritance, gift, or isolation (M. A. Mohd Thas
Thaker et al., 2021). Y.

In the case of the cash wagf structure for WBPs, cash waqf be directly
used as capital for WBPs (Ashran et al., 2021). Instead, cash wag %e invested in
Sharia-compliant investment vehicles or transferred to fixed assets (R. Bakar & Nawal,
2020). Sharia-compliant investment vehicles also have to qu-compliant. Wagf-

compliant means the principal amount of wagf donatio b pr%thman etal.,
@

2021). I c}‘i"
A
The ROI, or proceeds from fixed asse tal |n‘co e, £an be;zbrsed as WBP

z g% nnelﬁ‘o three types of

Amri, 2021; Hartini,

capital (Hartini, 2020). Half of the WBP cap \,

products: wagf home financing, wagf mi %

2020; Othman et al., 2021). The ha VBE l{i\be reinvested in Sharia-
compliant investment vehicles (A%\ ¥ gure;@_\ summarizes the Do’s and

\' A“’
Don’ts of Cash Wagqf Structur. %’ , N
Figure 5.3. ‘gusﬁ‘u#e'fQ\NBPs model one depicts the cash

&
wagf structure that s@he esta ishment o Ps. The principal amount of cash waqf
&
i 'Sha)@ompliant and waqf-compliant investment
4

donated by Waqlf nve

vehicles (Ashr 202 Ol \@ybe kept in the WBPs fund account and managed

by a fun Wer (Arif B@{ZOZL Manan, 2021). The WBPs fund will be
)

chann these three producas: waqf takaful, waqgf home financing, and wagf

S%ﬂce (Amri, 2021).
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5.4.2. Cash Wagf Structure For Waqf Banking Products: Model One

Cash waqf is a type of Islamic endowment that involves the m&taution of

cash instead of physical assets like property or land. The donor contribﬁeg‘fah to a cash
u

wagf fund or foundation, which is set up for a specific charitabl&gn e. Cash waqf
structures can take different forms based on the needs and pref% of the donor. For
example, donors can set up a cash waqgf fund as a perpetual th, where the principal

amount remains invested and the returns are used indgfinitely for Wtable purpose
a3

specified by the donor. \
o O
The nature of wagqf is that it cannot be%spld, is ‘no -tr sfera@-le cannot be

shared, and needs to be preserved. It means % i g§ Spo éﬁr ty to safeguard

the waqf property to prevent the deteri %f its va Ith(@h investing in certain

Sharia-compliant investments could ky, th ?a nt of cash waqgf can be
invested in wagf-compliant inves clgs (O ESSP 2021).

Wagf- compllant %& as Islamic fixed deposit
investments could prese rinci ‘IJJJ‘LI{EQ cash waqgf. Thus, this investment
vehicle is the perfec Mto ppt waqf the amount of cash waqgf will not be

&

depreciated in t% f |nv i. Tt@}?OI from Islamic fixed deposits could be
reinvested in r arla-/ i
of cash w tlons ai@l).

X
Ny
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Figure 5.3: The Cash Wa ture Baﬁ‘ug Products: Model One
Y. , S
Investmew i trust\
invest in unit trusts Mare m@again@ cash wagf structure of WBPs needs to

\
NT) O | .
use the ROI fro “Complian ;stra%m. It is because the investment in unit trusts and
stocks is p%%g. Thf ric%of st \and unit trusts is unstable and changes daily. It

X
may ch%ﬂp ard or downward:];@nf, 2021).
N

%\ As a result, waqgf has the advantage of time and can therefore be invested to

Q e profit and revenue from wagf activities. Start with low-risk investments or
I tments supported by the government, such as investing in GLC companies or money

markets, particularly Islamic bonds issued by the Malaysian government (Hartini, 2020).
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Following the example of Tabung Haji, WBPs can invest in buying hotels in

Mecca. Buying hotel buildings will satisfy the ruling that wagf is permaneﬂ\lqterms of

profit, the amount of rental income from two hotels in Mecca can b % profitable
of inv

compared to ten hotels in Malaysia. Hence, the more lucrative choiQe f investment is in

Mecca (Manan, 2021). \,

5.4.3. Cash Wagqf Structure For Waqgf Banki

u ts
Figure 5.4. of the cash waqgf structure fo v(:iel t riort@g?the cash
wagqif will tranQerred to fixed

ntal r Q\Bﬁue (Arif, 2021;

wagf structure for WBPs. The cash waqf donated by

assets (Ashran et al., 2021). A fund manage% ana%e
Basri, 2021; Manan, 2021). Operating %qf fund malé%neetlng the objective
of establishing WBPs. T lq\.
N,
Through good man , cagh wagf.can Qcﬁ?Jrlsh in the Muslim socio-

=

&/
economy in Malaysia (R. Ba\%ﬁa I, In@ of managing the collection of
cash wagf funds, this stu% dopt b} tge racticed by PWS by using internet

banking, over-the- C(Kwansaftl alary ction, and auto-debit (Othman et al.,
¢

(’}/ o C,)O

2021).
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Figure 5.4: The Cash Wagf Struc\(@\/aqf Banki Pr@& s: Model Two

NS
SEG
5.5. Chapter Summar\ A} AQ/

This study needs to understand the definition of waqf, IBPs, and the Islamic

N | Py

window in Malaysian conventlonal banks to formulate WBPs. Since WBPs and IBPs are
\ A \U_ Q/
financial products, |t needs to explore the function and connection of these two subjects.

L \ N l{‘,
On the other hand, Sharia law prohibits IBPs from being part of riba' or Islamic financial

Y AT

products. In Malaysia, BNM has set a Base Financing Rate, which is the ceiling price or

LY ISy N

ceiling profit rate charged to the cggléumer of WBPs.
N

: IBPs charge a certain amount of profit to cover management costs. The

-
4’3/}%

Islamicvwindow is a system that allows other banks, including conventional banks, to offer
~IB_Fis to their customers. Other Islamic finance instruments that perform as redistributions

of income or wealth in Muslim society are zakat, waqgf, and sadagah. The combination of
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IBPs with wagf is the solution for financial inclusion since most Malaysians nowadays live

below the poverty line, especially during the COVID-19pandemic. \q
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