CHAPTER 6 Y.
N

THE FINDINGS ON THE WAQF BANKING PRODUCT IN ASS@SSING

FINANCIAL INCLUSION IN MALAYSIA

6.0. Introduction ? .

Concerning this study's second and third oljeetives, th ha r explains the

development of WBPs based on financial mclum{%alaya Mo oyer Hﬁf chapter

also explains the Sharia compliance of WBPs and ies oorgani atlongrelated to this
Y/

\ern t@&g and financial

cipé‘:&nd practices. While

@elop, it shows signs of

improvement. Islamic banking ha% in gpula wduigc:ﬂs financial approach, which
attracts increasing capital inve?\g !
As a result %} S|t|ve utlo Is.#or mdustry in these markets, Islamic

finance is expected to r even rhor idly. Jg&lﬁysm is a nation with a Muslim majority

N | |
that exceeds 60% e 0 I n @erally speaking, the country is regarded as
b ,- S
d

subject matter. It was improbable a few de % ot
institutions would incorporate Islamic I&)\to the

consumer preference for Islamic b has be \5+Q

one of the mg supportérs of Isl&ﬂc banking globally. The Pilgrims Management
and Fur@stabllgh he Le ga Tabung Haji, an Islamic savings institution, in
1969, { now known as t\:ﬁllgrlms Management and Fund Board (Ashran et al.,
N

6 A comprehensive Islamic financial industry was established to raise

awareness of Sharia-compliant finance. The Islamic Banking Act of 1983 established the
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first full-fledged Islamic bank. As a result of the Islamic banking scheme, conventional
financial institutions were permitted to offer Islamic banking products,a\ll ing the
industry to grow gradually (Ashran et al., 2021). (‘)
Therefore, Islamic banking and the conventional financial system coexisted,
creating a dual monetary system. Sharia-compliant, highly impovafive products were
developed in response to the high market demand. Since thev&gence of the Islamic
interbank money market in 1994, there has been a signifi in rea@mic financial
institutions. It was established in 2005 that an IslamigyMalaysia Inde u‘l‘%?created,

including 45 stocks of Malaysian companies that m varigty ‘of ariawqf Islamic law
requirements. (Bank Islam, 2020). \3 \ sv
According to Fitch Rati c@22), 's 8&#&0 banking sector

expanded despite the economic chall posed \he%y @sus pandemic. By the end

N
of 2020, Islamic financing would for87% tal @&ing system assets (up from
\ ac ting for

&
35% in 2019), with Islamic fi?i. l @y all of the banking industry in
developing countries in is du‘g‘;jp sﬂ‘é’mancing and banks that promoted

&
Islamic products asliﬁ‘mc the| "
e

ic Fir Létrategy. Many of Malaysia's leading
commercial bank stabli ami nking operations to capitalize on the vast
EN I "I d@ g op p
opportunities@ trillion-industry,

Q
&

%intro utﬂ@‘.n);f Is@c banking has opened up new avenues in the

)
bankirw{ try. The emergencﬁ Islamic banking provides a broader range of banking

pr nd services. These products must compete with those offered by traditional
@g. With the similarity of the services offered by banks, the banking industry has thus

become highly competitive, making it increasingly crucial for banks to identify the factors
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that determine the basis on which customers, particularly non-Muslims, choose between

providers of financial services (Ashran et al., 2021). \Y.

On the other hand, with the support of Islamic banks@ian Sharia
principles have been enhanced in promoting moral values and preventing social harm
(BNM, 2018). The Islamic banking vision for promoting moral valles is to make the

industry more impactful by creating and supplying various roWnd services to clients

and consistently interacting with them (BNM, 2018). T omoti lnor values within
Islamic banks is intended to improve their socialresponsilility. 9T is’dt)éﬁe-based
S
intermediation has attracted national groups, inclutigg Muslims and noza-Muinms, to
Y/

participate in social concern projects. In 2019, siglslag\n\ws acgag;/ collected cash
wagf (Mohsin, 2019). \C) 6&
AN
& NV
N
6.1. The Development 0%5 pel"MaI 'ans,{l%ncial Inclusion
The developmen Minl ugts an @mic banking products has been

studied by several researc%v Iuding

ija ?kﬁa’ntoroeva (2021), Jibril et al. (2021),

N

7
1). ‘I\&Uﬁamad Syafige Abdul Rahim's (2021)
&)

du@evelopment theory and its application. On

and Mohamad Syaf;gww RFhI
la [
(-)

studies focus on
; 4 .
the other han t al. (2021) and mal K. Kantoroeva (2021) focus on perception

and the d3§@ent ofég Ultlral ﬁlcing products.

N
\ here are two criticahfactors in developing WBPs: the development of WBPs

o

fr erspective of the Association of Islamic Banking and Financial Institutions
@ia (AIBIM) and the development of WBPs from the perspective of the SIRCs. From

the SIRCs' standpoint, banks should grant them authority to design WBPs. As a result,
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WBPs are well-suited to be managed by AIBIM. If AIBIM works on this product, it will
become more available to the member banks (R. Bakar & Nawal, 2020). \Y~
AIBIM was founded in 1995 as the Association of Inten g@e Banking
Institutions Malaysia. AIBIM currently has twenty-six member banks, including eleven
domestic banks, five development financial institutions, and ten fereign*banks with a local
presence. AIBIM promotes a sound Islamic banking sy emeractice, locally and
internationally. AIBIM represents members' interests a ides g@nd assistance
regarding Islamic banking and finance's local, regio and warldw ’gra . AIBIM
-2

coordinates human capital development activities ically fof member @s (AIBIM,

bt
2022). NV
AIBIM enlightens its mem %Jt WBPS: a@k, if AIBIM produces

iliz newly developed waqgf

N
home financing product. If AIBI gf tAkaful radu{(}c@ll AIBIM members will use
ﬁojﬂ?

them under the established sp?}ﬁon t er@d, BNM will act as a regulator,
and BNM is responsible% rcing Malaysi %(E;hking laws. Therefore, collaboration

between AIBIM, BN’Q@smqs s ciucial in eloping WBPs (AIBIM, 2022).
AIB hould es
N\ :

x

e

'its @ Sharia committee to ensure that WBPs
comply with ing’wagfila e';r@ja committee will determine whether or not this
product ¢ eswith W:a@‘?\f TheQ,-AIBIM must obtain approval from the SIRC before
Iaunchh& product in the stat“é\(.%?]e final decision to enforce this product does not rest
W'%nk's Sharia committee or AIBIM. The Fatwa committees in each state determine

i
@ifically according to the conclusion of each state's mufti. It is because each state's
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wagf law is unique. Thus, each state's implementation of WBPs is special (R. Bakar &

Nawal, 2020).

6.1.1. Waqgf Banking Product Development Process

Product Product Feasibility Market Designing

Idea Concept Studies Research

Generation Paper

Post Product Team Regulatory

Launch Launch Developm Approval

Review

“ &
&
I our@eveloped for the current study)
ing P 'ct@velopment Process
A
N O

The %s be qf an@cess the documents on each wagf agreement
¢
2

found in the \/@' C

h contragt ust@je unequivocally and in writing which SIRC will
benefit fr BPs. W\Z

should regulate WBPs, as each product must be approved

NV
by the& f the SIRC. Thus,‘%?e SIRC has already contributed to the development of

W%providing guidelines to AIBIM. Therefore, AIBIM requires that WBPs adhere to

@Na guidelines issued by the SIRC. As a result, AIBIM must ensure that this product

adheres precisely to the established policies (R. Bakar & Nawal, 2020).
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Figure 6.1. depicts the WBP development process. The first step in developing
WBPs is idea generation. Parties involved in idea generation are AIBIM and Kg AIBIM

and SIRCs need to study B40 needs and solve them at this stage. Since gg@(e fourteen
ha

SIRCs in Malaysia (Khamis & Salleh, 2018), the development proceiE d to be done step
by step accordingly. \,

The second step in developing WBPs is writi gWoduct concept paper.
After AIBIM and SIRCs get feedback from the public ing th rL the next step

is writing the concept paper. All details should be%d in this co Fit pztpgfsuch as

the problem statement, the article’s value, the goal anthobjective of t repart- the concept

: 2021~)é8~

g feéblllty studies. AIBIM
and SIRCs will conduct these studle valu%ﬁﬁa i of WBPs. A feasibility
study evaluates a project's viabili mifle its es \examine its potential risks.
ﬁ{ ess opportunities from risky

investments. A WeII-de% eaS|b|}|y S 99 Id include a product or service

description, fmanu@ e@ d ma ement details, marketing research and
policies, and lega tax ablig (f\m , 21)

h step ve Io@ng WBPs is market research. Market research
m) D

and ideas in problem-solving, and the conclu% hr.

The third step in developl on

73»

A thorough feasibility stud n epT

L

hfng th?-vlablllty of a new service or product through a direct

referstot s ofe t
custo . Market research“e(ra?ibles a company to identify its target market and obtain

%yd other feedback from consumers regarding their interest in a product or service

@onyderaﬂon (Arif, 2021).
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In market research for developing WBPs, AIBIM and SIRCs have to directly
interview potential customers to assess the viability of a new product. Su@oduct
testing, and focus groups can all be used to do market research. In most g!)st subjects
receive a free product or a small stipend in exchange for their, %Research and
development (R&D) for a new product or service must include,_market research as an

essential part of its development process. Market researc aIWIBIM and SIRCs to

identify their target demographic and gauge consumerkginterest in @A. R. Ismail,
2021). "X

| O
The fifth step in developing WBPs is deSigning standar perafqﬂrg procedures

\n N
(SOPs). The SOP creation process enables AIBIM,an embfs&? collaborate on

documenting processes for the greater @II. Cre nd @ering to a framework

for SOP development fosters a strong@se of t%&n i@feases productivity. SOPs
ce

N
are not produced overnight; they dilid)en an {gﬁ?nination of critical business
procedures. While the conce N i l ma@pear straightforward, failing to

ri
uﬁp‘z&;} have a tremendous impact on an

. . \ ( )
organization (Othma 2021). %

Therfﬁs{ [
SIRC need to%th ugh

e steps' ignl Ps for WBP development that AIBIM and
L
’
.V?i t step.is AIBIM, and SIRCs need to develop a list of
processes :Wd SO‘F’ ation. @ AIBIM and SIRCs need to plan to create and

follow a specified proce swritin
oY

mana . After that, AIBIM’and SIRCs need to collect information for the SOP

co =Afterward, AIBIM and SIRC need to write, review, and publish the SOP. The last

tep IS AIBIM, and SIRCs need to maintain the SOP over time (Ashran et al., 2021; R.

Bakar & Nawal, 2020; Othman et al., 2021).
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The most efficient method to accomplish this work is for AIBIM and SIRCs
to speak with their teams and generate a list of prospective SOPs. Then, sche@eting
for the management team to evaluate the lists, bearing in mind that not al ses should
be codified; instead, only those with a clear business requirement Q%e.d or uniformity
should be formalized (Basri, 2021).

Once the forward-looking processes have been W};, the management
group must continue their review to determine if there re undarl\cie?r whether any
SOPs need to be connected when departments do the e or compar Ii aE hﬁfi'es. This

B

master list, however, will not be the final list. S rocesses ‘can/be cu@bined, while

Y/
others must be separated into separate SOPg{hl} lis pﬁﬂy pur is to provide a

crucial starting point (R. Bakar & Nawa@ 6&
The SOP format should@ﬁetermﬁ{?dv ,Q.\The first procedure that
N
needs to be constructed is a list Q% rfb i i

>

things included Ps. To begin, AIBIM and

&
SIRCs need to figure out the st?@oﬁ Whg?tomes to describing the method,
the format is critical. AI% SIR VJ {
layout has been defi ‘G\@r cofsi

%z}'eating the SOP template once the

\cy's saé*ft's crucial to keep this in mind when
S
-

building a templa SOP. (Ha
@
tq . AN .
m It, itlis essential Ié._tdentlfy each sector's many types of operations.
W?

It's not un:é(f’r this E)

N
should be availab‘n:?o look over and provide feedback on. The format and

20)

p'roble%gic component of drafting SOPs. At the very least,

two te

SO%Iate must be agreed upon by everyone involved in drafting and enforcing SOPs.

T P Montrium has prepared templates for companies in regulated industries.
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Organizations such as AIBIM and SIRCs can speed up creating documentation by using
pre-made SOP models based on their criteria (Manan, 2021). T

On the other hand, the sixth step in developing WBPs is 0 % regulatory
approval (R. Bakar & Nawal, 2020). Banking and financial institutigns are regulated and
supervised by BNM under IFSA 2013. The conventional banks ptlw%;g in the Islamic
Banking Scheme are regulated and supervised by the awﬂn Financial Services
Commission under the Banking and Financial Services 13 (FSA 2013).

The IFSA 2013, which replaced the Isla anking Act 1 ar??:g@Takaful
S

Act 1984, is equivalent to FSA 2013 in the Islamic cial industry. TheﬁSA 2013 and
Y/

\Paymelggstem Act 2003,
siaé&uires that issuers of
designated payment instruments rec%prior ﬁ;q% f
E 0

IFSA 2013 came into effect on June 30, 2013, replaci

tﬁhe central bank (BNM,
N
2021).

“ &

The IFSA 201 xna to gover d supervise Islamic financial
institutions, and it is the &ecefl le s}a‘t@ontrolling Islamic banking and the
takaful industry. Th 20]|3 \‘blishes(\g-r’ express requirement on a registered
institution to gua @a its

&
E z}nd @ations, business, affairs, and activities are
@
always in Iine@ ami;y
%ﬂlators{o other vézs, BNM, play an essential role in the development

1
M,.@)l).
AN o
of Islam{ ncial products, aﬁ&ﬂweir responsibilities go beyond ensuring stability and

co% in the financial system. BNM also influences the conduct of market participants.

@gulaﬂons, norms, and guidelines that are promulgated play an essential role in

establishing an incentive structure that encourages market participants to behave in specific
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ways. Therefore, AIBIM and SIRCs need to have approval from BNM to develop WBPs

(Basri, 2021). q
Next is the seventh step in developing WBPs, which is Sﬁ@ting. Pilot

testing is when a chosen set of end-users test the newly developed products under test and
provide feedback before the products are fully deployed. This%%bles AIBIM and
SIRCs to evaluate the feasibility, duration, cost, risk, and o raW)rmance of aresearch
project; it is necessary to conduct a pilot test. In othe s, 1t r@he process of

completing a dress rehearsal for the usability test that Will take place later A.r}_f:,)gﬁZl).
Insthe

S
Pilot testing is used to detect faults develope produeﬁ as early as

v
possible. The system is installed on a customer site'er in \-Simula nvironment and

tested against continuous and regular u@ions in esti@qhe most commonly

used testing method is to constantly r@% systeﬁM%t' @weak points. These flaws
N
are then reported to the developr%m if'the for 023%@ reports, and the faults are

corrected in the product's nex?\a.! (Ali 2 Mirem 021).
| :

The foIIow%
development needs t;@plem?
2.9

b thu.g t(R.

ecome more e nt "( \

performing, a@ rning are the fi)é,etages of team development that all teams go
through tIth theﬁ @2 ce.t§:/eloping a group is an ongoing process (Manan,

N
2021).\
% Forming the team is when the team members meet for the first time. It is

@ for team leaders to facilitate the introductions and showcase the abilities and

&

I\@al, 2020). Forming, storming, norming,
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backgrounds of each member of the team. Team members are also provided with project

specifics and the chance to organize their roles independently (Arif, 2021). \q

During the storming stage, team members freely exchangcf@s and take
ized

advantage of the opportunity to distinguish themselves and be reco y their peers.
When teams reach this level, team leaders may assist them by4having a plan to control

competition among team members, make communication OWient, and ensure that

l

projects stay on schedule (Mberia & Wachira, 2021). .\d

e
Norming: By this point, teams have W@t how to col 7rat 'QFéctively.

There is no longer any internal competition, and s andprespo ibilit@s are clearly
Y/

defined. The efficiency of each increase results fr tng\ dge %&d about how to

share ideas and listen to comments Whi\\%wg tow. om@ﬁ objective (Newman
& Ford, 2021). C \? ,<\
N

There is high co% and” trus mmgjteam members regarding
implementation. Teams are p g I elr ighe@els of efficiency with minimal

supervision from team %z Alth‘g

developed techniqueﬁ'&@olvinp t\withou pardizing timetables or progress (Zaim

:
RS Zh
S nclyl roévand share their thoughts on what went well and

what coul wprove foF futlire prejects before adjourning. Team members then move

gh iﬁic&hs continue to arise, teams have

etal., 2021).

N
on to n{ jects after completig their current ones. Take a look at how AIBIM and
Sl utilize this strategy to amplify the skills of their remote marketing team to ensure

hat projects are successful and completed on time in the future (Amri, 2021).
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The next step in developing WBPs is product launch. It is the planned and
organized effort undertaken by a firm to introduce new products to the ma@%d make
those products generally available for purchase. A product launch Si&g variety of
functions for AIBIM and SIRCs, and providing customers with the ogﬁortun ty to purchase
a new product is simply one of them (Junaidi et al., 2022). \/

It also assists AIBIM and SIRCs in building nth for a new product,

obtaining valuable input from early users, and gaining tu ar@?y recognition

for the organization's efforts. AIBIM must plan its Pproduct relgases a?efﬁLlsj@nd long

-

before the date they intend to launch the product.A, successful oductzkaunch needs
v

collaboration between many teams and departmen thrq’lﬂ \hhe o@&aﬁon—product

management and development, markeh@s, cust: up;@,ﬁ finance, and public

relations (Othman et al., 2021). c \T ,<\
N
The last step in deve%WBF@ isa uci(/ nch review. The pre-launch

evaluation must be followed %st-[ C valug“)} that analyzes quantitative and
qualitative measures. Fur% , posﬁ; Maﬁ\‘/@on is just as crucial as a pre-launch

strategy since it provi&wuablq insi that e used to increase sales for WBPs that

will be launched i future (R: I awal, 2020).
2 z L)
Post-launch reviews are its of new product development initiatives that

look for | warne . rﬂ'uni@ is the primary purpose of a post-launch review.

NV
Teamg rs working on n@t’product development projects, such as WBPs, must

c ate effectively to institutionalize processes and practices that increase project

0
@'wcy. Teams also report to senior management on the financial results of their working

initiatives. Finally, project managers for new product development discuss best practices
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to learn from one another and enhance project planning for the next venture (Ashran et al.,

The research regarding Joint Committees betweendlwc banks and waqf

2021).
6.1.2. Joint Committee for Waqgf Banking Products

management institutions in Malaysia has been studied by Hay. al. (2018) and several

others (Fauzi et al., 2019; Mohamad Akram Laldin, Shaki u aid@/gAbdul-Kader,
2021; Rusni Hassan, 2021; Shariff & Siti Mashitoh mood,jZl). I',e E%Q‘EEe of the
Joint Committee in developing WBPs is to ensure %elgp entyuns s%}othly.

As for Waqf Selangor Muamala@nqir\lhe Joig&\'r'nmittee consist

of the BMMB executive, independent @ and P ecu The purpose of the
\ts\%ele 9@&3 task and ensure the
N,
uketal., 2
&/

@‘stribution will be decided in the

Joint Committee between BMMB %PWS

management of wagf and cash fl

duty to raise the wagf fund is %L Br\’
Join Committee meeting:%\ netal.;20

021). For example, the

4%
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N
AIBIM

ASSOCIATION OF ISLAMIC BANKING AND
FINANCIAL INSTITUTIONS MALAYSIA

\ 4

Independent Manager AIBIM Bank Members State Islamic Religious
h Council

Product management Executive waqf

Manager . . :
executive, Sharia v \\O" department in each state

department executive

v ) <
c@lrce: ( ed Sﬁhe current study)
Figure 6.2: Joint Comw@eéModemﬁf @mg Products
, % o S

‘&

On the other ha%w oin Co@ee consists of an Independent
e

Manager, AIBIM memt%r Xec ;/Js#rggbt Development Executive, Sharia

Department Executi@Mark‘etl ecuti and an SIRC executive (Othman et al.,

2021). The role N{I depen ana@}jslls to supervise the members of the Joint
¢
5 2.
q

Committee, he bei]u d f@BPs, and make decisions for WBP product
distributi w 202f'). b 4 Yg\
NV

o)

\ or the appointmeht“of Independent Manager, one must have extensive
i in financial management and have a set of skills in waqgf. The Independent
@er also acts as the WBP’s fund manager. Other than that, the Independent Manager

also manages the investment of WBP’s cash waqgf. On the other hand, AIBIM members'

240



bank executives function as waqf fund collectors, overseeing the waqf and Sharia rulings

within WBPs and the distribution of WBPs. Conversely, SIRC is the sole @)r the

wagf fund (Basri, 2021). : (')

6.1.3. Wagqf Banking Product in accordance with Shar@'

The development of new products and the in OW of these products to

the market are also essential aspects of Islamic banking agtivities. T ’Iexi ility of Islamic

banking products, on the other hand, should be vieweghin the context ha’r's&inciples
and frameworks. In Islamic banking, a product $ned‘cb diyine @nce and is
consistent with Islamic ethos and values (Mo%ma({{ \dul R@%OZI).

It is based on a banking sy rﬁ@ provi kin@ﬁoducts that are based

on Islamic economic principles in a banking envi gth j{bharia-compliant. In other

N
words, it is direct involvement méanciﬁl an bankig‘fbractices that are based on

ega pring?é&). All banking operations and

products, whether deposi% cing, are ¢ ‘glljcrebfollowing Sharia regulations (Jibril

&
etal., 2021). ,SS | ! O
Sinc Sh{l b, nd‘s ic ban@ng, it offers the same products and services
ana\

as convention% g, slch eposﬁs}and credit facilities (Zaim et al., 2021). It also
w :ng é\

sfer of h'vqh establishes the relationship between the financial

Islamic jurisprudence and Shari Ian]

facilitates
N
institution the customer by utilizing several Sharia-compliant contractual relationships
withgdifferent risk characteristics. Applying these principles extends to other types of bank
@tions, such as a letter of guarantee, a letter of credit, remittances, foreign exchange,

and other similar transactions (N. M. Abdullah, 2020).
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In terms of WBPs in accordance with Islamic law, more precisely wagf law,
only SIRC has the authority to establish Sharia rules that a fatwa must appro@haria
standard specifies how WBPs will operate as well as the dos and don'ts o \ﬁ@ activities.
Due to the nature of WBPs, they must be conducted in accordanc %aqf law. As a
result, Sharia norms must be in place before distributing WBPs t Z&.

Nawal, 2020). Y'

Wagf has specific characteristics and law; if the ale nob followed, the

wagqf becomes null and void. As a result, WBPs mustadhere tofwagq axv @Bﬁstance,
AIBIM ensures thWaqf takaful
me ~35871eeds to create

mers (R. Bakar &

when the SIRC issues a fatwa on waqf takaful p rod

products comply with the fatwa. The nati aI tw

3‘

instructions to ensure that every bank s or iIs BE:;)%dheres to the fatwa

established by SIRC. If the ba ncoun @

N,
recommendations provided, the%al(;?&wﬁafunci@uld overcome the bank's

difficulties (Ashran et al., 202 ﬁhm,[
Each bank r% artm‘g

responsible for enSl& at W|3
&
advising the ban O\Sh ria comgpli ce, é)@rlng that the WBPs operate in accordance
% ’
terms of th uc\(tself, it must adhere to Sharia regulations. Thus,
before de QXW@JOMI Committee must first establish a Sharia
&Y
frame thman et al., 2021)™

% It is because WBPs must follow Sharia's guidelines. The WBPs Joint

Ip&& in implementing the

td ngite Sharia compliance. They will be

ere t amic law. SIRC also plays a role in

with the fatw

@lttee requires a Sharia department comparable to Islamic banks. This Sharia board is

responsible for ensuring that this product adheres to Sharia law. Both sides must have
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Sharia committees, SIRC, and Islamic Bank, to ensure these WBPs adhere to Islamic law
(Arif, 2021). \q
6.2. The Waqf Banking Products '

This study has discussed the concept of WBPs, tha{ﬁ;‘ion of WBPs, the
reason behind the establishment of WBPs, the benefici iesY'WBPs, the cash waqgf
structure of WBPs, awareness among the public abo Ps, and the development of

WBPs. Discussions will continue with WBPs, namel gf takaful, wagf onae)&ﬁancmg,

and wagf microfinance.

6.2.1. Wagqf takaful

\) W C3“
The research on Waqf ful aﬁﬁe&?ar e@eut by several different

N
researchers (Abdullah et al., 201 at

l., 2019; I\@nldayu et al., 2020; Zakaria
&

Q)

et al., 2019). The majority of e arc pt t ure out how to include wagf in

takaful operations. The 0% of lgj}fbha‘mly focuses on establishing a cash

wagf fund for takaf cts |

"%/

4“4/0(0

lamic financial and Takaful services under

%’7’

In M qtlon

a single Iegl jon IF;} tended to pave the way for developing a
comprehe warla -conipfiant re ryframework for the conduct of Islamic financial
operat ith the mplementﬁ%Bn of the IFSA 2013 and FSA 2013, several separate

a%eglslatlon including the Islamic Banking Act 1983, the Takaful Act 1984, the

Qnt Systems Act 2003, the Exchange Control Act 1953, the Insurance Act 1996, and
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the Banking and Financial Institutions Act 1989, were repealed and replaced with a single

piece of legislation. q

The IFSA 2013 new framework is expected to faC|I|ta I business

implementation efficiently. Through comprehensive provisions relating to the enforcement

of Sharia non-compliance risk and the imposition of a statutory upon Takaful players
to ensure that their aims, operations, affairs, businesse |V|t|es follow Sharia
principles. Segregation of funds, a single licensed takaf ess, t l‘ f the business
entity, and additional fiduciary duties of the Board o ectors (BOD) are 'son}g;&? the new

requirements of IFSA 2013 that have become fundamental elements of the IF:@A sapproach

to regulating the takaful sector. Besides tha;\Sh/ga

framework, and consumer rights are als s@the re

€ még?c: an msolvency

ntsé‘iFSA 2013.

v/it ;e\ésral takaful companies in
N

On the other hand, YWI@g colla

Malaysia to broaden the range o merft met a{;}vqil?ole. By including the waqf
element in the takaful produ \Bn p Ipants ca ose to contribute to YWM in
proportion to the value 0% ontrit}on r“ths/b'mber of benefits they receive. The
first takaful company. Mlaborp e Y Takaful Ikhlas Family Berhad (TIFB)

through the Ikhla qf (IWE oduct IWE is a community initiative from

’
TIFB (YWM 2 y) \gJ
I akafulrp mé’ant m TIFB who start contributing on April 2020 are

)
eligibl %lmpate in IWE. Thg%dvantages and benefits of joining IWE are that TIFB
n% money of one thousand ringgit for each general takaful certificate contributed

0ually This provision is for accidental deaths of contributors only. Contributors can
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endow cash waqgf to YWM with a maximum of 1/3 of the total takaful certificate benefits
after the policyholder's death (TIFB, 2022).

The second takaful company that collaborated with \@ Sun Life
Malaysia Takaful Berhad (SLMT). SLMT offers two products with a f riders. The first
product is Sun Infinity-i. SLMT will pay 5% of the total ¢ oqw on after the plan
participant's death to YWM. This product can also be '0|W'Uy non-Muslims. The
following product that SLMT offers for waqgf riders is nk'lsti rr’ar Plus. SLMT will
pay YWM a maximum of 10% of the rider's bene Wagf &/Dea dre teagbersonal
accident on behalf of plan participants from the taba{;w gp t occuttence of death
(YWM, 2022).

The third takaful compa oIIabo |tI6QNM is AmMetL.ife

Takaful Berhad. Through AmMet f Ta a%*c offer wagf riders, a
policyholder can choose YWM the takaf rtlfl@.t beneficiaries. The tabarru’
credited from the Partmpant en laﬂjl;) gﬁe Participant Risk Fund (PRF)
will be used to assist part% in cas‘glf a FL&I./QYWM 2022).

After su Mng tf]e ah c@é, the donation goes to the PIF. The

&
operator will han W nyes pria—@pliam contribution. The PIF will keep the
@

’
investment g % efi he &ﬁCipants. Assuming the participant has not made
ﬁfgneﬁe{%

ayable under each type of insurance under this

any clai eived a
% X
certifi le it is in effect, anywaet surplus in the PRF shall be split between participants

0% erator in the agreed ratio (YWM, 2022).

On the other hand, the primary purpose of WBPs is to address financial

inclusion issues in Malaysia and, thus, to help B40. In terms of the waqf takaful of the
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WBPs, this study has developed a new waqgf takaful model for the poor. The waqf takaful
of wagf banking products works in two ways. First, SIRC and AIBIM bank ew must
collect cash waqf for WBPs, as explained in the cash wagf structure of g?s)The WBPs
Joint Committee Manager can invest in this endowment fund_in Sharia-compliant

investment vehicles. The profit from the investment can be used asa tabarru’ fund (R. Bakar

& Nawal, 2020). ? -
N
T20 and M40 pay a higher Mer
monthly contribution monthly'col ribl:ia‘
f Takaful i-
(Wagf Takaful i-Care) (Wi aka’]_” LM)

WBPs cash wagf fund % 4 Tabarru’ fund
N A“’
X |3 $
% bj éob&: (Developed for the current study)

’ &
Wre @ Tak@roduct Model
&)

!
_ (—} S P _
Figure 6.3. depicts t Wa@_/takaful model of WBPs. The plan is to attract
iGip

more T20 W to pz{rt
)

need tQ{ te the Waqf Takafbb—Care protection plan to T20 and M40 before the WBP

até in @ Takaful i- Care of WBPs. AIBIM bank members

W%aful i-Nur can be promoted to B40. A monthly contribution of 30% will be
hannéled to a specific waqf fund for the WBPs cash waqf fund, and another 70% will be

directed to the tabarru’ fund. When the tabarru’ fund and cash waqf fund of WBPs are
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enough to cover the protection plan for B40, then AIBIM bank members can distribute
Wagf Takaful i-Nur to B40 (Ashran et al., 2021). \Y~
Wagf Takaful i-Care is a takaful protection plan designed f Q@eeds of the
T20 and the M40. This protection plan comes with a wagf rider in which the policyholder
will contribute 30% of the monthly contribution to a cash wagf f vs&;cally for WBPs.
The monthly contribution of this protection plan will be hi erWthe 30% contribution

to the cash waqgf fund. Another 70% of the contributi il be ch n‘\ele o0 the tabarru’

@
fund (Othman et al., 2021). ’ c§‘
On the other hand, Waqgf Takaful i-Nur 1 aful pro ection spetz'r-hly designed
NV

for B40. This protection plan also comes with,a wa ridg&, \the poli Ider can choose

whether to contribute to the cash waqf rvice he&ﬁqf Takaful i-Nur has

a lower monthly contribution since e%cannﬂavwi ’{ﬁonthly contribution. The
N

objective of Waqf Takaful i-Nur i vide takaful prot n to B40, especially during

m &/
the COVID-19 pandemic (AVT% ; IT , 2021, A@smail, 2021).
What will b in V‘\‘/‘q;ﬁj@'fu i=Care and Waqf Takaful i-Nur is life

protection, medical ¢ ,\@ical i||ne\a*nd pe@'rél accidents. Waqf Takaful i-Nur cannot

&
provide the sam N{I f co tlion (‘@Naqf takaful in the current market. Wagf
@
tg 4
Takaful i-Nung sates lower than @ular takaful in the current market since the waqgf
fund for %still inguvzt. Ttézfore, SIRC and AIBIM can issue this wagf takaful
N
produ% es to promote Wa?q(?T akaful i-Care until there are enough funds for WBPs

to % functional (Othman et al., 2021).

A policyholder (T20 and M40) donates part of their hibah as waqgf to the SIRC

£

and then transfers it to the WBPs cash wagf fund. A Joint Committee Manager will then
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manage this fund invested in a Sharia-compliant investment vehicle. Profits from this
investment will reduce the cost of monthly contributions, which will he@btain
takaful coverage cheaper (Hartini, 2020; Manan, 2021; Othman et al., 2 g’)

The difference between this model and waqf takaful in_the current market is
that the WBP model of waqgf takaful can charge a lower contri$40. Those who
can afford Wagf Takaful i-Care can pay a higher contribu 'on?sﬂike in the concept of

tabarru’, where contributors help each other. It is the be to elptfll\el?) group obtain

a takaful protection plan (Ashran et al., 2021). 'C}T
S
In addition, the Waqgf Takaful i-Nur produgt is offered t hoseqd-ho need it. It

\t\m v
means that AIBIM bank members that distribute this Eﬁo ust uct a screening

process to select only qualified peopleﬂg@can kn er spending habits by

reviewing a risk assessment. The ban@sws ho qan gﬁénd, how much they owe,
>N

and so on. Hence, AIBIM and %qst rﬁ’ecis cdetz/ e whether the applicant is

worth applying for waqf takaf }VBPl artini, 2020).
(j{l@n wagf takaful product exemplifies

Figure 6.4. of cash
g ‘w $ J

the current model's ¢ N@qf mPve . In té-ﬁodel, cash wagf fund is derived from

&
various sources, 2\%\% ash pat@rom Wagf Takaful i-Care that has a waqf
@
4
fdund is al riv@om cash wagf donations from Wagf Takaful i-
sz

rider. The cas@
Sinar poli ders Who: c e'to dé:e cash waqgf. Moreover, the WBPs cash wagf fund
)
is alsogde from cash waqf‘(gllection from SIRC and other sources of cash waqf
(Othman et al., 2021).

co%
0 The cash waqf fund is then transferred to Islamic investment vehicles. The

ROI from the investment will be transferred to the tabarru' fund. The source of the tabarru'
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fund also came from monthly contributions to Waqf Takaful i-Care and Waqf Takaful i-
Nur. As explained in the cash waqgf structure for the WBPs subsection, the c{?aqf fund

will be managed by the Joint Committee Manager. This Joint Commiswnager will
tal., 2021).

determine the investment vehicles to be used as they see fit (Othma

Figure 5.5. of the waqf takaful product application flew depicts the application
flow of the waqf takaful product. The first step is (step e)vm to apply the wagf
takaful product. Then (step two), the bancatakaful dep t of antAIBIMpmember bank
will do the screening test for eligibility of B40 to@ate in % product

(only for Waqf Takaful i-Nur). The bancatakaful dep ent Wll th appm{ach SIRC and

the Joint Committee Manager for the waqgf ta% Ilcg\ 202%3.

Afterward (step three), Sl gﬁ)we banc I dﬁ:tment of the AIBIM
bank members seek the Joint Comml e anaw stage;“the Joint Committee will
decide whether the applicant can te ifl the fta I product. If approved (step
four), the wagf banking produ |IT catéa cer mount of money to the tabarru'

fund for protection cove%x enab ;@BAH to participate in the wagf takaful

product at a dlscoun%of m?nt ntrib (Basri, 2021).
&
N §

l
2
[73°¢
"u):{.S
S’
\

S
&
S
N

249



)

Cash waqf
collection
Cash Wagqf from SIRC Monthly
donation contributio
from Wagqf n from
. J
Takaful i- Wagf
Care (waqf Takaful i-
rider) Care
— __‘L\ P, —
Cash Waqf Investment
Fund Vehicles
Cash Wagf Monthly
donation V contributio
from Waqf % n from
Takaful i-
TN Wagf
Sinar (waqf
rider) Takaful i-
Other cash )
Sinar
— waqf —

collections Aj

\—%z P bj ‘-égg&: (Developed for the current study)
Figure 6&Flov® WaQ@'d in Waqf Takaful Product

&
C\ Y 5

@ ep f;?ﬁ ancé[a'kaful department will deliver the waqf takaful
policy to wyhold':er efapplézt has to sign the policy to enforce the protection

NV
plan f(& licyholder. Next six), the policyholder pays the monthly contribution

at nted rate. Subsequently (step seven), the monthly contribution will be transferred

o0 the®"WBP funds managed by the Joint Committee Manager (Basri, 2021).
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Wagf banking

product fund I‘ T
3

4 channel to tabaru” fund \‘ SIRC seek consultation
T from the Joint Committee
6
transferred month IyV fund manager

Pay monthly contribution t
contribution WBP:
. » Bancatakaful
B40 Muslims
L Department
_ —

Apply for Bancat: departme
wagf takaful oach SIRC a,nd thi

ommlw
t

ul

protection policy ‘Ag
- N
0 policy owner \
=
&
rce @veloped for the current study)

N
Figure6.5: Waqf Tal#f u@phcaﬂon Flow
\-‘
6.2.2. Wa f@u HSQ
q on \

Sev ea hérs world have studied waqf microfinance. For

(./

example, U (292 ) di cu S L@otentlal of wagf microfinance to address poverty

3

@4/-0

in the erj& ID-19in ngerlq;_;zu—landarl (2018) studies the role of wagf microfinance
Qard al-Hassan contract to help the poor in Indonesia. Islam & Pakrashi (2020)
§ role of wagf microfinance in Bangladesh's rural area development and many
(Syedah Ahmad et al., 2020; Chowdhury et al., 2019; EI-Mubarak & Mohamed, 2019;

B. Hossain, 2019; Odoom et al., 2019; Uddin et al., 2020).
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The studies regarding wagf microfinance in Malaysia are impressive
compared to other countries (Azman et al., 2020; Diniyya, 2019; M. A. Moh{Whaker
et al., 2021). However, the application of wagf-based microfinance in sﬂa is still in
its infancy. YWM once introduced a scheme to help SMEs, but it is &f grant that is
not in the form of waqf-based microfinance and is limited to the financing amount that

YWM receives from the Malaysian government (Ashran e

On the other hand, several financial ingsti ns prwn-waqf-based

. -
I\iala&&~ Majlis

institution @y provides

Amanah Rakyat (MARA), SME Bank, etc. This™financial
N

microfinance to those who have already est Iishz thei \essemé‘B'have good cash
flow in their accounts. It will not help @'s curr uati hich is COVID-19

(Amri, 2021). c) \T 5\.

Therefore, this stud%.lces% ne qf(z@rofinance model that meets
BNM’s suggestion (see Figu%&nd’ urey1.3.),.which is financially resilient, and
e his

addresses financial inclus%
&
Manan (2021) agree'd%1 his @Id re@e’ issuance bank risk because the capital
&
for wagf microfin No sfh§ 'VVBI{s)‘und.

Islamic microfinance such as TEKUN Nasional, ana

o
N
S
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Wagf Banking ) ( AIBIM bank members ) ( Wagf microfinance

Product Fund > wagf microfinance » withvassan
J L account J \ tract

Source: (Developed fﬁcurrent study)

Figure 6.6: Wagf Microfinance Product M%z

Figure 6.6. presents the wagf microfinance pr m dJI. The concept is to

use the ROI from the cash waqgf investment fund as ;pita or waqgf oﬁnaw{eing (see

52

sub-topic 5.4. The cash waqgf structure for WBP e Joint Co ittee‘Z~ nager will
determine how much funding will be channeled ¥R Waq nan eqki'nce the WBPs

fund will be shared with all three WBPs. @él 1n embqs will then keep the

fund in the waqf microfinance accour]t mtr'fmktrw gf C|c>rofinance-i product to

B40 (Ashran et al., 2021). )

d C&
. ) .
AIBIM bank membe th test-\ﬁxensure that only eligible people
a;' ied pei @

and the poor who need to finance

get this type of financing
2y’
their SME business or Wh Ir ? ess. The contract used in wagf microfinance is

the Qard aI-Hassar@t. Th? 'ce b ill charge the lender very low fees, as low
/ ‘ 2

as 3% (Basri, 2 : 4
&

% ay, f]MWi”V( ver the operation costs from this fee-based income

(Amri, NA One of the respo@ts of this study suggests that the repayment will be

\

made discounted rate since this is waqf-based microfinance (Manan, 2021). The

@ent amount will be discounted, but the bank still has to charge minimum fees. Will
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the bank suffer losses if the lender cannot repay its loan? The answer is no because the

capital comes from the WBPs fund.

4

Joint

Committee

Wagf

Manager

Microfinan

Preparing the
paring SIRC seek

approval from the
1

Joint Committee

Approach the bank for Manager

B40 Muslims Wagf Microfinance - i

urce: (Developed for the current study)
i r.ofiegéeyProduct Application Flow
1) 3

e 6.7."i rdtes ﬂ@aqf microfinance product application flow. Step
one is@m applies the Wah%}r,nicrofinance product. In step two, the issuance bank
do%reening test. If the applicant passes the screening test, the issuance bank forwards

he Waqgf Microfinance-i application to the SIRC and the Joint Committee. Step three is

approval from the Joint Committee Manager.
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In step four, the Joint Committee Manager will determine the financing

amount of Wagf Microfinance-i. In step five, the Joint Committee prepare{mancing

agreement for the applicant. This agreement states the financing amount, g&@ncing rate,
T

the repayment method, the monthly repayment amount, and so oq‘ he next step is to
deliver the contract to the applicant. The applicant has to sign W ement before the

financing is endorsed. Lastly, in step seven, the applicant must wme monthly installment

l

as stated in the financing agreement.

e \T
e

6.2.3. Wagqgf Home Financing
’ \/‘Z“

A house or shelter is one of the% itie%\o ruriyyahpwhich is the most

basic requirement for a person to be ab\&) (Oth al., ). Most Malaysians
nowadays cannot afford to buy or ovqouse, \quug )@s classified as a low-cost
N
sia

house (Amri, 2021). In addition%Mal%/ i st{tggi? jobs due to the economic

recession that occurred whe M-l ruck the @d (Arif, 2021). Therefore, this
ef

study proposed a new ﬁ in VCJ ‘mlod'bto address such problems and the

o
financial inclusion pr in Mila %
; &
The ies’ of w
¢

qedd%@ﬂe financing have been done by several

’
researchers, suc¢mas Abdullah ee@OlS), Kamal and Ating (2020), and Khan et al.

(2019). w and K'/I QOl&@scussed providing affordable public housing by
§ N

adopti -based al-Hikr Iom;:t’erm financing. Kamal and Ating (2020) anticipated a

Wa%d financing model for an affordable home, and Khan et al. (2019) debated the

@orporate housing model for an affordable home.
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On the other hand, there is a waqf-based home financing product in the current
Malaysian market, SMART Mortgage WAQF by BMMB. This product is @ﬁor all
individuals, joint applicants, residents, and non-residents. This product ai inance the
purchase of properties developed on the waqf land from the selected developer. SMART
Mortgage WAQF is a fully Sharia-compliant financing product.wker, this product is

not wagf base financing product and does not focus on fin cim.

Therefore, this study proposed a new of Waw financing to
[

address the financial inclusion problem in Malaysia help finance iffo&d)&ﬂe home
AN

for B40. waqf home financing is a waqf-based IslamiCankinggprédugt for hQFne financing.

Y/
The concept of Wagf Home Financing is to L%th%Ol inve nt of cash waqf

funds (see sub-topic 5.4. The cash wagf r@e for th

financing. Therefore, the issuance baw lessr \hw

S) pital for wagf home

N

because the capital of the produc ivés frofl the Ps 4f(/
Figure 6.7. of th?}hoT waqf h@financing represents the newly
iIng’'model.‘Int }r‘o@SIRC needs to identify the potential

¢ &
underdeveloped Wacqu’to bf\??‘oped. , SIRC needs to assign a developer
&

company to the rdevelo . THi§" stagnant land is developed by buildin
pany tNg P :ﬂ %ﬁ} g ped by g
affordable resi nti; are r sale. (SIRC can already sell the house during the

S
"
developmfwess to{%M.); \-z%\

i géuch a product to B40. It is

developed Waqf Home Fi

NV
\ his affordable hou§(§j|s only a leasehold house for ninety-nine years since it

IS bui wagf land. B40 needs to apply for this affordable house from SIRC because
@s the sole trustee of waqf assets. Then, the application needs to be forwarded to

AIBIM bank members for financing. The issuance bank of Wagf Home Financing needs to
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do the screening test for eligibility for B40 to have such financing. The details of Waqf

Home Financing will be explained in the next model.

s
\dentify potential *
Yw

SIRC
underdeveloped

i

wagf land

Assign developer
' : l
Developer \d
company/ies . \Y'
- > j &
s \’Y'

Apply financing-i \
NSRS

m

A

Islamic'Banks | \%
% End financi\tom$0 r\&

% source: ( loped for the current study)

x &
Figure 6.8; FirstMogelfo aqf‘)ﬁ’e Financing
N
F &
Figure wthe ,sec mod@f' wagf home financing illustrates the

B40, to identm ouse/to

home buil Wf Iané, ide ve%é.\ Then, in the second step, after B40 identifies the
N o

house

B40 Muslims

’
y. Thi\(wqf home financing can finance any affordable
nd notifies the developer, the developer needs to approach the bank for waqf

ho inancing. B40 needs to inform the developer that they need wagf home financing to

ome to the issuing bank of wagf home financing, the AIBIM member bank.
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Wagf Banking

Product Fund
5 Fund manager approve the waqf
home financing-i
Wagf Home
Financing-i

Customer identify the house
: l
B40 Muslims Developer 8 Paythed 6 chanW
oy
| &
2 Developer approacl &
bank for financing J’

SIRC

7 customer sign

S&P agreement

Islamic Bank

>
Ll
Member of
9 Customer pay by monthly l (Member o N: W
installment 3 Bank approach SI% lome Financin|
\ eturn back the initi

Figure 6.9%1 Mr of Waqf e Financing

In the thi ep, thf IS e bank:rieeds to do a screening test, and if the

&
applicant passes t &@e ing t Iissu@ bank approaches the SIRC for wagf home

¢ 2 C.)
I

financing capQ' In‘the fourth step, @C seeks the Joint Committee’s and the Joint
w f onsula

er for ¢ tioré)?the fifth step, the Joint Committee Manager will
NV

Committe
determ&g%ether the applicaﬁ‘;’! is approved or rejected. In the sixth step, if the

applieation is approved, the Joint Committee Manager needs to transfer the capital fund to
@Aame bank.
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In the seventh step, B40 or the customer must sign the sale and purchase
agreement since the Joint Committee Manager has already disbursed th@ The
application is approved by the issuing bank, the Joint Committee, and S & customer
needs to sign the sale and purchase agreement after the Joint Committee Manager disburses
the capital. The issuance bank did not use its capital for this ty$ing since waqf

home financing is wagf-based financing. Y'

In the eighth step, the issuance bank need eloper the net price
of the house. The developer then gives the house k he customer. IW@the neﬁﬁtep, the

customer must pay the monthly installment as state the sgle n urch@e agreement.

be redirected to help other B40s in need\c) O
A

(ﬂ) A
N
6.3. The Feasibility of \%nklﬁ‘g Pr ctsté.?/lalaysia

The feasibility a ia I|t sin ay3|a are predicated on several

Lastly, at the tenth step, the initial fund will be returned t% und@s fund needs to

crucial factors. A few of % mpg; ant c‘;ﬂ)r ermlne the feasibility and viability

of WBPs in Malay5| a{Na\*s of s. Stakeholders must be aware of the
individ a are unaware of WBPs, demand for such
2.9

concept and poteE BP
products will onstrain réfore, iLis essential to educate the public, regulators, and

TS
investors BPs (£ Zl)v(-

\ oreover, governaﬁ'ge?and trust are essential to the viability of WBPs. Donors

S.

faith in the governance and administration of wagf institutions for their
Outlons to be utilized effectively. Therefore, a framework for transparent governance

must exist. Other than that, the regulatory environment in Malaysia must be conducive to
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WBP. This necessitates the existence of laws, policies, and regulations that facilitate the
creation and operation of WBPs (Arif, 2021). \q
Additionally, diversification of investments may play a signi role in the
viability of WBPs in Malaysia. This could help mitigate the risk assqciated with investing
in a specific asset type. To attract investors and fill the finamcing,void in the social

development sector, WBPs must include innovative products vocedures. This could

aid in the diversification of investment portfolios and S @essible to the
- - ’
public (A. R. Ismail, 2021). ' C}Y‘
-
In the implementation of WBPs in Malaysia, the absepce oqu-standardized

NV

accounting and reporting system is anothe&b;‘cleb\ aqf itutions are not

required by law to produce financial K ts, inconsi nciac:s{and fraud are a real

r s,@fency make it difficult to

possibility. Not only do poor financi{msnageﬁ{
N
u%u e 'm@?

-

monitor waqgf assets and their t they alsoul the funding of new waqf

initiatives because potential d@d |’ orsjare rgq hesitant to contribute (R. Bakar
|

& Nawal, 2020). % 0'
’ &

Additi(wvaqf i[lv nts Ia%&foth innovation and diversification. The
&
m

majority of waqf W ts a ?d t@| estate and financial instruments, limiting
@
’

their potenti@ ro d pro@bility. Wagf institutions may discover new
'wpossiﬁ'ilﬁ'g

opportuni if th iversify their investments to include the emerging
AN o
fintech{ (Ashran et al., 2021).
However, in Malaysia, there have been efforts to address these obstacles and
romote the adoption of WBPs. The government has expressed a desire to develop the

industry through the introduction of incentive programs and the promotion of the
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development of a standardized framework for waqf management. In addition, numerous
non-governmental organizations (NGOs) and organizations from the priw{%ctor are

attempting to raise awareness about WBPs and develop new, innovativs(@s (Hartini,

There is potential for widespread adoption of WBP@;/sia, despite the

obstacles it faces. Continued efforts to enhance transpare cchountability in wagf

2020).

institutions, develop a regulatory framework, diversify m y\?e stakeholder

awareness could pave the way for the expansion of W %s a sustainab e& funding
, 2021)

-\
for social development projects in Malaysia (Basri 2 \ &
Y/

Even though WBPs have the p tential to Qﬁ \tﬂlnaég;urce of funding

for social development initiatives in M@UIIE a bst must be overcome.
tor f

Increasing awareness, establishing a r; hancing the governance
\

and administration of waqf instm%vlll quir onQ/ d effort from stakeholders,
including the government, pr@cto’,%ﬁn @y, to address these challenges
(Manan, 2021). C) '

4 &
The avai M of s‘nta cial Iopment projects for funding is another

&

essential factor t We |ne§§ qa3|(b‘)® of WBPs in Malaysia. There must be a

n{n.v initiatives that are prepared for waqgf funding.

substantial pl@ SO;?
Moreover witiati\%s sthe cé\lstent with the social objectives of society and have

the po@o generate a stablé*(;\%d consistent revenue stream to support the financing

in%s (Arif, 2021).

Another factor essential to the success of WBPs is the availability of a well-

developed infrastructure ecosystem. The institutional architecture must incorporate defined
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principles for waqf management and guarantee the efficient use of waqgf assets. A robust
ecosystem consisting of legal structures, financial mechanisms, technical %ane, and

capacity-building services could facilitate the expansion of the WBPS %ice (Amri,

WBPs could also profit from technological adw@r;s. There is an

opportunity to develop new innovative financial products and s?ﬁs that could facilitate

2021).

WBPs with the advent of fintech. WBPs could be a 35|b to a broader

spectrum of donors and investors by leveraging te(wes such as blec ch%‘ﬁrtlflual

intelligence, and mobile applications (Hartini, 2020

the @blhty of trained

maeéﬁg products and the

administration of waqf institutions. T cludes E n f@she disciplines of finance,
N
oﬂer technical Q?ﬁ

law, and accounting who can be stance and support to waqgf

In addition, the viability of WBK, nti
professionals who can support the d &@nt of

&
institutions to uphold proper \m1 ra pare@ocedures (Othman et al., 2021).
The feambﬂ% aqf f| nci In‘mlaysm is contingent on numerous

¢ <u
variables. Key dete;g?hg@ OQ SS m%&de a supportive regulatory framework,
suitable social d ent | qs ti(}avallablllty of trained professionals, and

innovative preducts nd oc S to eaulltate financing. A well-considered and all-
encompas wtegy {o nﬁotl agf financing could generate a sustainable social
devel inancing mechams?h(ao promote inclusive growth in Malaysia (Basri, 2021).

% In conclusion, the viability of WBPs in Malaysia is contingent on some

@es For WBPs to be feasible and sustained in Malaysia, there must be a conducive
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regulatory environment, reputable institutions, a diversification of investments, and

Wagf, or Islamic endowment, is increasingly recognw he Islamic finance

innovative products and procedures.
6.4. Chapter Summary

industry as a socially responsible and sustainable financial Went. In light of the
expanding interest in the integration of waqf financin la ic% products, the
purpose of this study is to explore the novel findingsyregarding the te'grz;[:igﬁ" of waqf
financing and Islamic banking products. é 2 \;

amisseg\i'i’ng products is

S f@evelopment purposes

agf financing products

The integration of waqgf financi% uct

considered a potential means to unlock K@E@ of wa

and address the issue of social inequ{i%More N

fo

with Islamic banking products mi%; to réduce ga@?inancing micro-enterprises,

which is currently one of the Nlenl acedl in @Iamic finance industry.
e

The study % that}

@

i ‘qlla@ of waqgf financing products with

U,

Islamic banking prod wuld bF a\ached two perspectives: product design and
.2and6 of this thesis). In terms of product design,

2.9

ded

tional hE h
operational mec |‘H\(s e a‘lp
wagf financi roducts cou & ed to complement existing Islamic banking

products, w Shal’l‘;i- p\'iam‘sersonal financing or house financing, and also be
. ; N

custorm< cater for the specifieheeds of the beneficiaries.

Regarding operational mechanisms, the study proposes the establishment of a

@ized platform for waqf financing, which would facilitate the integration and

coordination of waqgf financing products with various Islamic banking products. This
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platform should provide explicit guidelines and standards for the management and

deployment of waqf assets, in addition to a transparent and accessible m{glace for

WBPs and investments.
The integration between waqgf financing products and Isiﬁmic banking

products has also shown promise in addressing financial inclusien in Malaysia. Financial

inclusion has been a major concern in Malaysia, partic IarWaﬁong the low-income
population and SMEs, which often face challenges in g ina@g?:ilities.

WBPs, which leverage the endowment aqf assets, ca ’ay'ztgﬁrcial role
S
in addressing the financing gap and promoting flnan mclugbo integtation of wagf
Y/
financing products with Islamic banking p% WQOL* nd @Each of Islamic

finance and bring more people into the I@syst O

One of the key flndlngs is stud qhe 'r,@gration of wagf financing
products with Islamic banking pé caft leadst a{gg% innovative and inclusive
approach to financing. The \ghll M%} e ~§ion could be achieved through
product innovation, Whic?é?;he ‘QQJ}%V&BPS that are tailored to the specific

&
needs and requireme"q%‘rgetqd \ﬁuafle (./

For Waq m&)(@’uducts could be designed to cater to the

@
financing nee f men entrepr ngu §.or SMEs in rural areas. These products could be
integrated e |st|ng W&fanl@products such as microfinance or SME financing,
to pro listic and mclusw%(@nancmg solution.

Another finding of this study is that the integration of waqgf financing products

|th lamic banking products can help in the development of a more sustainable and

socially responsible financial system. The endowment principles of wagf financing
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products align with the Sharia principles of sustainable financing and responsible
investment. T

This chapter has explained the development of WBPs per fi I inclusion
in Malaysia, the WBPs development process, the development of W :&er Sharia law,
the Joint Committee for WBPs, and the WBPs, which arA\W} Takaful, Waqf
Microfinance, and Waqf Home Financing. The idea of W, PW B40 to have takaful
protection, start their own business to raise income, an h us '

Nevertheless, the tendency of B40 n %repay heir r)anczfu)azq s high,
especially the wagf microfinance, due to the nature s proguct. This stu@-y s interview

of fﬁng has a lower

thlﬁﬂdy because the body
@lcally WBPs.
N

ura@ the borrower's repayment.
&

o)
To enable the customer to re h fla ng ‘and @itently contribute to their wagf

session with the bank executive also conflr ed t t

D_
73
(@]
c
U)

repayment rate. However, debt repaym\

of knowledge of this study is to devel bankln

However, this study |eV\)"aI

1
‘. plyg.e

customer that wagf pr Mls thqpr\ty of A (SWT) Therefore, they are responsible
&

for jointly develo Ma f rop ithe enefit of the ummah. Other than that, the Joint
t) 2.9
I

takaful, the Joint Comm ds t ice of YWM. YWM educates the

Committee ¢ raln 0 uccésiully establish and manage their own business
before the omm|{e pfovesithe Wagqf Micro Finance to the customer.
he integration of\?t?qf financing products with Islamic banking products
%lflcamly enhance the social impact and sustainability of the Islamic finance
@y It is hoped that this study will provide insights and valuable recommendations on

how this integration could be best achieved to serve the greater social good.
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In conclusion, this study shows that the integration of wagf financing products
with Islamic banking products can promote financial inclusion, in \W and
sustainability in Malaysia. By leveraging the endowment of waqf ass t&a designing

innovative products that cater to the specific needs of targeted benefici tegration can

help address the financing gap and promote a more inclusive fin
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