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Islamic Finance in the World

INTRODUCTION

• State of the Islamic Economy Report 2022, despite the continued uncertainty related to the

pandemic COVID-19, the global Muslim spending in 2022 is forecasted to grow by 9.1% for the

Islamic economy sectors.

• All related Islamic economy sectors, except travel, have returned to pre-pandemic spend levels

by the end of 2021. Muslim spending is forecasted to reach USD2.8 trillion by 2025 at a

four-year Cumulative Annual Growth Rate (CAGR) of 7.5% (DinarStandard, 2022). A

summary of the global Islamic economy for 2019-2024 is shown in Figure 1.1.
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In terms of Islamic finance assets distribution in 2020, about 70 percent (USD2.349 billion) is under

the Islamic banking sector, followed by 19 percent (USD631 billion) under sukuk, five percent

(USD178 billion) under Islamic funds, four percent (USD154 billion) under other IFIs and the

remaining 2 percent (USD62 billion) under takaful sector.

INTRODUCTION
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Malaysia maintained its top five positions in the Islamic Finance Country Index (IFCI) by the

Global Islamic Finance Report. Malaysia; topping the index in 2016, 2017, 2018, 2019 and

2020. The report also placed Malaysia at the top of the list in terms of developing a coherent

and comprehensive Islamic financial policy, contributed by the issuance of IFSA 2013 and

other Islamic finance guidelines and frameworks developed by Bank Negara Malaysia

(BNM) and Securities Commission Malaysia (SC) (GIFR, 2021).

INTRODUCTION
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The State of the Islamic Economy Report placed Malaysia as the global leader in

development of Islamic ecosystems for eight consecutive years starting from 2013.

Malaysia also topped the Global Islamic Economy Indicator (GIEI), for example in

2020, for its success in developing its Islamic financial sectors (DinarStandard, 2020).

INTRODUCTION
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The Islamic Financial Development Report 2021 ranked Malaysia first with the score of

114, Indonesia in second place with a score of 76. Islamic Financial Development

Indicators (IFDI) also show that Malaysia is leading in quantitative development,

knowledge, awareness, and governance in this sector (See Figure 1.10)

(ICDREFINITIV, 2021).

INTRODUCTION
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Key Players - Institutional Enablers

Role of the Ministry 

of Finance

Role of the Bank Negara 

Malaysia (BNM)

Role of the Bursa Malaysia 



INNOVATION OF ISLAMIC FINANCE 
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MALAYSIA
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Islamic Social Finance
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• In Malaysia, the administration of zakat, zakat fitrah, baitulmal, waqf is decentralised along state lines,

hence each of the state’s religious matters are governed by their own Majlis Agama Islam Negeri or the

State Islamic Religious Council (SIRC).

• Each of the 14 SIRCs is established based on the Federal Constitution in accordance with Schedule 9

List 2. While the administrative framework is the same across all SIRCs, all SIRCs will have their own

legal consultative councils (or Fatwa committees) and report directly to their respective state rulers (Aziz

& Ali, 2018). In 2004, the Department of Waqf, Zakat and Hajj (JAWHAR) was established to coordinate

zakat and waqf administration in general.



INNOVATION OF ISLAMIC FINANCE
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The Global Islamic Fintech Report 2021, Malaysia was ranked at the top of the list based on the GIFT

index. The GIFT index includes 32 factors across five different categories (talent; regulation;

infrastructure; Islamic fintech market and ecosystem; capital) for each country of Islamic fintech

development and ecosystem (e.g., active Islamic fintech community and presence of several Islamic

FinTech; regulatory support; a thriving fintech sector; and a ready talent pool from developed Islamic

finance and technology sectors). Malaysia leads the other 64 countries in terms of capital growth

and fintech ecosystem conduciveness (DinarStandard, 2021).
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Moving forward of Islamic social finance, the BNM recognises the importance of multi-stakeholder

efforts including promoting shared infrastructures and supporting national developmental priorities.

They recommend developing shared infrastructures or making better use of existing ones, such as

by making them interoperable to reduce barriers to social finance offerings (BNM, 2022). Examples

of such infrastructures include:

INNOVATION OF ISLAMIC FINANCE

Diverse Islamic Social Finance Platforms Available in Malaysia
Source: Financial Sector Blueprint 2022-2026 (BNM, 2022)



Fintech Adoption in Islamic Social Finance in Malaysia based on the Functions

INNOVATION OF ISLAMIC FINANCE

Fintech adoption in the managing and reporting processes can be categorized into two 

groups. 

• First, a basic level of fintech adoption (capture, store data, produce basic

infographic).

• Second, more advanced level of fintech adoption where automated analysis using

artificial Intelligence (AI) and using natural language generation (NLG) to understand

and process the huge amount of data about beneficiaries’ needs and convert it into

useful information and indicators.
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INNOVATION OF ISLAMIC FINANCE

Impact of Fintech Adoption in Islamic Social Finance
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INNOVATION OF ISLAMIC FINANCE

Impact of Fintech Adoption in Islamic Social Finance



Zakat & Waqf Institution Fintech Adoption
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Zakat & Waqf Institution Fintech Adoption
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INNOVATION OF ISLAMIC FINANCE
Challenges of Fintech Adoption in Islamic Social Finance
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THE UNCOVERED 

POTENTIAL 

OF WAQF



Waqf is a binding commitment;

declaring a property as Waqf would 

spontaneously deprive its donating

owner the right of ownership.
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TYPES OF WAQF
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PILLARS OF WAQF
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SIGNIFICANCE OF WAQF
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Innovative of Waqf



WAQF AT MALAYSIA HE
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WAQF IN IFIs
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THE SUSTAINABILITY WAQF-TAKAFUL HYBRID MODEL
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INTRODUCTION
• Today's modern world consists of four (4) unique generations; traditionalists, baby boomers,

generation X and generation Y (also known as millennials), whose time development has

influenced various aspects of life. This creates a new challenge and gap for a nation to identify its

needs and expectations.

• This cash Waqf-Takaful Model aims to provide financial aid for natural disaster victims. Over the

years, Malaysia has been badly affected by severe floods, and this disaster has affected both

urban and rural areas. The post-disaster floods are the most challenging situation which incurred

a high cost of asset destruction which burdened the victims. Department of Statistics Malaysia

(DOSM) reported the overall losses of the 2021 floods is RM6.1 billion, which consists of RM2.0

billion in Public Asset and Infrastructure destruction; RM1.6 billion in Living Quarters; RM1.0 billion

in Vehicles; RM0.9 billion in Manufacturing sectors; RM0.5 billion of business premises; and

RM90.6 millions of agricultures.

• The recent COVID-19 and flood episodes have pressured the government's financial capacity to

assist the victims who lost their jobs, assets, and belongings. The government's financial aid may

not be sustainable enough to cover the total loss of the people. Thus, the role of Islamic financial

institutions such as Waqf, Zakat and Takaful need to be rejuvenated, especially to assist victims at

the post-disaster event. This study focuses on two (2) powerful Islamic finance instruments, i.e.,

Takaful (the social protection instrument) and cash Waqf (the social development instrument).

34
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LITERATURE REVIEW
The theoretical model of the SDT for the existing research is derived from the previous literature on the grounds

of the SDT definition studies performed by SDT (Deci & Ryan, 1985, 2000). Past studies have shown the

significance of using motivational theory (SDT) as a theoretical basis for understanding and predicting

motivations in different contexts; therefore, this research extends the coverage of using SDT in Islamic social

finance. The following Figure 1 shows the research model of the study.



HYPOTHESIS
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H1. Millennials who have a strong sense of self-worth are motivated to

contribute cash Waqf-Takaful

H2. Face Concern has a positive effect on the motivation of millennials to

contribute cash Waqf-Takaful

H3. Perceived Donor Effectiveness affects the motivation of millennials to

contribute cash Waqf-Takaful.

H4. Moral Obligation has a positive effect on the motivation of millennials to

contribute cash Waqf-Takaful.



RESEARCH METHODOLOGY
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• A population refers to the entire group of people, events or focus of interest that

the researchers would like to investigate (Sekaran, 2016). The study population

includes Millennials in Malaysia. As the dependent variable of the present study is

"Motivation of cash Waqf-Takaful", the unit of analysis consists of employed

Millennials.

• The sampling technique used in this study is non-probability sampling,

specifically convenience sampling. Convenience sampling is used; hence data is

being collected from the available potential millennials in Malaysia. The

respondents are accessible, which allows data to be gathered easily.

• G*Power version 3.1.9.2 software was used to determine the sample size.

G*Power is a statistical software to identify the minimum sample size with an

expected medium effect size of 0.15, Alpha value of 0.05, and 5 predictors. The

minimum sample size is 138 samples



RESEARCH MEASUREMENT
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Code Items Sources

Sense of Self-Worth

SS1 Donating cash waqf-takaful will give me a feeling of happiness (Wang, Li, Kang, & Zheng, 

2019)SS2 Donating cash waqf-takaful will give me a sense of accomplishment

SS3 Donating cash waqf-takaful will realize my personal value

SS4 Donating cash waqf-takaful will enhance myself positive value.

Face Concern

FC1 I do not want others to say I am stingy (Wang, Li, Kang, & Zheng, 
2019)FC2 I pay considerable attention to how others see me

FC3 I do not want people around me to feel I am indifferent

FC4 I am concerned with not bringing shame to myself

Perceived Donor Effectiveness

PDE1 I try to consider how my donation behaviours will affect the objective of the Takaful 

institution

(Wang, Li, Kang, & Zheng, 

2019)

PDE2 It is worth it for an individual to donate cash waqf-takaful for the Takaful institution

PDE3 Since one person can make an effect upon the Takaful institution and it does make the 
same action

PDE4 Each donor's behaviours can have a positive effect on the Takaful institution's mission by 

donating cash to waqf-takaful

Moral Obligation

MO1 I would feel guilty if I did not help others (Wang, Li, Kang, & Zheng, 
2019)MO2 Not helping others goes against my principles

MO3 It would be morally wrong for me not to help others

MO4 I am passionate to help people who needs help

Motivation of Millennials to contribute Cash Waqf-Takaful

MDCW1 I am eager to contribute cash waqf-takaful (Ab Shatar, Hanaysha, & 

Tahir, 2021)MDCW2 Cash waqf-takaful will motivate me closer to my religion

MDCW3 Cash waqf-takaful will ease the needy people to uplift their life necessities

MDCW4 I am happy to see other people helping each other by contributing cash waqf-takaful.
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STATISTICAL DATA ANALYSIS

The data gathered from the questionnaire is examined using different analytical

tools. The Statistical Package of Social Sciences (SPSS) version 23.0 is used to

examine the data in this study. According to (Barbara M. Byrne, 2001), the data

analysis methods will be selected based on the research questions and the

variable characteristics. The analysis aims to gain reliability in data analysis and

hypothesis testing. In addition to that, reliability analysis is used to test for

reliability and validity of measures, goodness, descriptive statistics, correlation

analysis, and regression analysis. The collected data are inputted and analyzed

using SPSS to identify the missing values and conduct a descriptive analysis and

frequency. Smart PLS was used to test the hypotheses via the PLS approach.
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RESULT AND DISCUSSION

The total number of respondents who participated in the study is 324

Malaysian which comprises 207 females and 117 males. The majority of

the participants, 121 are graduates with bachelor’s degrees, followed by

99 participants who have completed high school, 82 completed diploma

degrees, 16 completed master’s degrees and 8 are PhD holders.

Meanwhile, in terms of employment status, the majority of the

respondents, 140 are working in the private sector, followed by 106

respondents working in the government sector and 78 respondents are

self-employed.



MEASUREMENT MODEL
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Construct Item Loading AVE Composite Reliability

The Motivation of 
Millennials to Donate Cash 

Waqf

MDCW1 0.931

0.872
0.890

MDCW2 0.942
MDCW3 0.933
MDCW4 0.929

Face Concern

FC1 0.949

0.858 0.910

FC2 0.964

FC3 0.949

FC4 0.837

Moral Obligation

MO1 0.903

0.848
0.900

MO2 0.907

MO3 0.948

MO4 0.926

Perceived Donor 
Effectiveness

PDE1 0.930

0.875
0.850

PDE2 0.945

PDE3 0.943

PDE4 0.924

Sense of Self-Worth

SS1 0.904

0.839
0.940

SS2 0.924

SS3 0.918

SS4 0.918



STRUCTURAL MODEL
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Hypothesis Relationship
Std 

Beta
Std 

Error
t-values

p-
values

BCI LL BCI UL f2 VIF

H1 FC→MDCW -0.046 0.029 1.616 0.053 -0.101 -0.009
0.010 1.022

H2
MO →
MDCW

0.487 0.102 4.797 0.000 0.333 0.672
0.327 3.603

H3
PDE →
MDCW

0.245 0.114 2.153 0.016 0.061 0.431
0.062 4.809

H4 SS →MDCW 0.222 0.098 2.257 0.012 0.061 0.383
0.069 3.549
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CONCLUSION
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This study makes significant theoretical and practical contributions to our

understanding of donor motivation, particularly among millennials in the context of

the cash Waqf-Takaful model. The research validates previous findings by aligning

with various past studies, reinforcing the positive and significant relationships

between Sense of Self-Worth, perceived donor effectiveness, and moral obligation

with donor motivation. By focusing on millennials, the study provides unique

insights into the motivations of this demographic group, shedding light on their

specific drivers for charitable contributions. Moreover, the integration of these three

key constructs into a comprehensive framework enriches the theoretical

understanding of donor motivation. In practical terms, the study offers actionable

insights for organizations and policymakers. It suggests tailoring messaging and

campaigns to emphasize these motivating factors, designing educational programs

to enhance awareness, and developing policies that encourage donations based on

these constructs. Overall, this research equips stakeholders with valuable tools to

effectively engage millennials and boost contributions within the cash Waqf-Takaful

model.
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