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PEMERKASAAN WAKAF DI MALAYSIA: SATU SOROTAN
(EMPOWERING WAQF IN MALAYSIA: A REVIEW)

Mohamad Zaim Isamail’
Khadher Ahmad®
Mohd Farhan Md. Ariffin’
Muhammad Ikhlas Rosele’

ABSTRAK

Wakaf merupakan antara salah satu daripada institusi Islam yang wujud sejak dari zaman
Rasullullah SAW lagi yang berfungsi sebagai pemangkin ekonomi dan pembangunan umat Islam.
Institusi ini juga merupakan tunjang kepada kejayaan jaminan sosial Islam, selain zakat, sedekah
dan lain-lain. Oleh itu, adalah menjadi keperluan mendesak kita pada hari ini untuk mengetahui
sejauh mana perjalanan institusi wakaf di Malaysia sama ada ia berjalan seiring dengan
perkembangan semasa atau tidak. Perananwakaf bukan hanya sekadar untuk tujuan ibadah pada
Allah SWT, akan tetapi ia turut meliputi dalam memberi impak kebaikan kepada orang Melayu
khususnya dan umat Islam amnya. Namun, sehingga kini, ia tidak berfungsi sebagaimana
diharapkan oleh kerana terdapat kekangan dan halangan tertentu selain taraf kesedaran masyarakat
yang masih cetek. Wakaf ternyata merupakan salah satu sumber ekonomi dan pembangunan umat
Islam. Ia mampu memberi pulangan yang lumayan jika ditadbir dengan cukup efisien. Tugas
memperkasakan zakat seperti membangunkan bon-bon dan saham wakaf, penambahbaikan konsep
wakaf, penubuhan pentadbiran wakaf pusat, wakaf dalam pendidikan perlu dilaksanakan dan
dihayati agar ia menjadi anjakan paradigma berterusan sekaligus membangunkan taraf hidup
masyarakat dan merancakkan lagi ekonomi umat Islam seluruhnya.

ABSTRACT

“Waqf” is one of the important Islamic finance institution that exists since the ages of Prophet
Muhammad SAW. “Waqf” institution is functions asthe catalyst to the economy and ummah
development. This institution also held as backbone that leading to the success of social warranty
system in Malaysia besides “zakat”, “sadaqah” and others. Therefore, it has been our desperate
needs to know on how the “wagqf” institution in Malaysia works, whether it works alongside the
globalisation of the world or drown under.The role of “waqf” is not only as “ibadah’ to Allah
SWT, but it also have a wide meaning and overwhelm as an agent to the growth of all Muslims. But
nowadays, it seems like the “wagqf” institution in Malaysia is not well function, cause by the certain
constraints and problems besides the low awareness rate of “waqf“and it’s edges. So, the
Malaysia government must overcome this constraints, increase the “waqf’ awareness among
citizens and also make a brand new concepts to see the “waqf” institution in Malaysia thrive
through around the globe. This is because “waqf” is really has a great potential to the growth of
Islamic economy if it well organise. “Wagqf’can be empower and comersialize especially by
develops a brand new concepts of ‘waqf” in Malaysia like increase the corporate “waqf” bonds

and share unit,multiply “waqf” on education and build a special “waqf” bureau to monitor the
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running of waqf institution of Malaysia so it can be well functions to the growth and development
of all Muslims.

1. PENDAHULUAN

Wakaf merupakan apa-apa harta yang ditahan hak pewakaf ke atas harta tersebut daripada sebarang
urusan jual beli, pewarisan, hibah dan wasiat di samping mengekalkan sumber fizikalnya’. Manfaat harta
yang diwakafkan adalah untuk kebajikan umum atau khusus (yang ditetapkan) dengan niat untuk
mendekatkan diri pewakaf kepada Allah s.w.t. Pendapatan, perolehan atau manfaat daripada harta wakaf
itu perlu dibelanjakan untuk kebaikan dan kebajikan sebagai usaha pendampingan diri pewakaf kepada
Allah s.w.t. Dengan sebab itu, harta tersebut tidak lagi menjadi milik pewakaf, tidak boleh diambil
kembali dan tidak boleh dimiliki oleh sesiapa. Ianya hak milik mutlak Allah s.w.t. °

Wakaf juga merupakan satu amalan sedekah yang merupakan sebahagian daripada amalan soleh yang
diamalkan oleh umat Islam seiring dengan perkembangan Islam itu sendiri. Amalan wakaf sememangnya
mempunyai ganjaran besar di sisi Allah s.w.t. Ganjaran yang berterusan dan berlipat kali ganda menanti
pewakaf di dunia dan di akhirat. Ini jelas sebagaimana sabda Nabi s.a.w,

Ay 5 ey pi Ao 51 aiaa G sl 456 (e ) Alee Ao aaE ALY S 1Y 0B A 05L&
"4 ek allia

Dari Abi Hurairah r.a: Sesungguhnya Rasullullah s.a.w bersabda, “Apabila mati
seorang anak Adam, terputus segala amalannya kecuali tiga benda, sedekah jariah, ilmu
yang memberi manfaat kepada orang lain, dan anak soleh yang sentiasa mendoakan
kepadanya.””’

Wakaf merupakan ejen pembangunan ekonomi umat Islam. Ia merupakan salah satu daripada kontrak
tabarru'at dalam sistem muamalat Islam. Tujuannya ialah memberikan ruang kepada umat Islam untuk
menginfagkan harta pada jalan kebajikan menuju redha Allah s.w.t. Bahkan, wakaf juga mampu
membantu golongan tertentu bagi meningkatkan taraf hidup mereka di samping menjana aset kekayaan
umat Islam.® Firman Allah s.w.t, °

“Kamu tidak sekali-kali akan dapat mencapai (hakikat) kebajikan dan kebaktian (yang

sempurna) sebelum kamu dermakan sebahagian dari apa yang kamu sayangi. dan
sesuatu apa jua yang kamu dermakan. Maka sesungguhnya Allah s.w.t lebih
mengetahuinya.”

Para ulama juga telah menyatakan bahawa para sahabat r.a telah berijma’ dari segi kesahihan wakaf dan
kepentingannya, ini dinyatakan oleh pengarang kitab 4/-Mughni bahawa Jabir r.a telah berkata:
(<5 V135080 53 alu g agle il L i) Claal e (55 )
“Sekiranya semua sahabat Nabi s.a.w ada kemampuan, (nescaya) pasti mereka akan
mewakafkan (sebahagian daripada) harta mereka (pada jalan fi sabilillah).”

> al-Syarbini, Muhammad Ibn al-Khatib (1997), Mughni al-Muhtaj lla Ma rifat Ma’ani Alfaz al-Minhaj, Beirut: Dar al-Ma’rifah,
j-2,h. 485.
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Ini jelas menunjukkan kesedaran dan tahap sensitiviti yang tinggi dalam diri para sahabat r.a terhadap
ibadah wakaf ini. Justeru, untuk memperkasakan institusi wakaf ini dalam pembangunan umat Islam,
semua pihak perlu memainkan peranan masing-masing dengan lebih efektif. Manfaat wakaf adalah sangat
luas dan amat berfacdah kepada masyarakat. Harta wakaf ini perlu digunakan, diuruskan dan
dibangunkan dengan cekap supaya matlamat wakaf yang ditetapkan oleh pewakaf tercapai. Bukan itu
sahaja, pihak pengurusan wakaf juga perlu bertangungjawab dalam memastikan kemaslahatan harta-harta
tersebut. Tidak cukup sekadar itu, harta-harta wakaf juga perlu dikekalkan faedah hartanya agar ia
berpotensi untuk “hidup”. Islam melarang sebarang pembaziran dan tinggalan harta wakaf yang tidak
bermanfaat.

2. WAKAF DI MALAYSIA

Perkembangan wakaf di seluruh dunia turut mempengaruhi perkembangan wakaf di Malaysia. Ini jelas

menunjukkan kesedaran dan keprihatinan masyarakat Malaysia terhadap ibadah wakaf ini. boleh dilihat

dengan meneliti fakta-fakta berikut:

1. Malaysia sebenarnya memiliki rizab tanah wakaf yang amat besar. Pembangunan tanah-tanah wakaf
ini pastinya akan dapat menjana ekonomi umat Islam. Keluasan tanah wakaf di Malaysia ialah
sebanyak 11, 091.82 hektar di mana sebanyak 4, 836.50 adalah tanah wakaf am dan tanah wakaf khas
adalah sebanyak 6, 225.32."" negeri Johor merupakan negeri yang mempunyai paling banyak diikuti
oleh negeri Terengganu dan Sabah. Jabatan Wakaf, Zakat dan Haji (JAWHAR) telah mengumpulkan
data-data jumlah tanah wakaf di Malaysia seperti berikut:

oria enurw’an VIaRKIiumna
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kessluruhan wakat di Malaysia

11,091.82 HEKTAR
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WAKAF AM 1012 4.836.50 | 19.282.885.01
WAKAF KMAS 3512 6.255.32 = 80.046.285.68
JUuMLAF 4524 11.091.82 99.329.170.69

1 Lihat lebih lanjut Data Tanah Wakaf Terkini di laman sesawang Jabatan Wakaf, Zakat dan Haji
(JAWHAR)http://202.75.4.234/spmwj/, akses pada 12 Jun 2013.
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ii. Selain itu, terdapat banyak pusat pengajian Islam di Malaysia berteraskan wakaf yang terus memberi
pendidikan terbaik kepada golongan muda. Antaranya ialah seperti Madrasah Al-Attas di Pekan,
Pahang, Maktab Mahmud di Alor Setar, Kedah, Maahad Al-Yahyawiah di Padang Rengas, Perak,
Kolej Islam Sultan Alam Shah di Klang, Selangor dan lain-lain. "'

Namun, di sebalik data-data di atas, masih banyak masalah yang timbul dalam perkembangan harta
wakaf. Jika dilihat kepada sorotan sejarah sistem dan perlaksanaan wakaf di Malaysia, terdapat beberapa
isu-isu dan masalah yang sering diperkatakan saban kali apabila menyebut mengenai pembangunan harta
wakaf. Antara lainnya ialah:

Pertama: Meskipun negara Malaysia kian membangun dan sedang berkembang pesat seiring dengan era
globalisasi dunia, tahap kesedaran dan pengetahuan (marhalah al-Thaqafah) masyarakat tentang wakaf
dan kepentingannya masih lagi kurang. Seruan kepada wakaf ini juga pernah dissentuh oleh cendiakawan
agung Melayu, Prof Diraja Ungku Aziz, beliau menyatakan,

“Kalaulah semua umat Islam menyimpan seringgit seorang sebulan (untuk tujuan
wakaf), dan bayangkan jika umat Islam berjumlah enam juta orang, maka modal
terkumpul sebulan (bagi umat Islam) ialah sebanyak enam juta ringgit.”

Akan tetapi, program wakaf ini sepertimana yang pernah cuba dilaksanakan pihak Bank'? ternyata masih
gagal mendapat sambutan masyarakat. Persepsi masyarakat terhadap beberapa aspek dalam ibadah seperti
wakaf masih lagi cetek dan ia belum lagi menjadi isu yang sensitif seperti ibadah umrah, korban yang
acap kali disentuh dan diperbincangkan kelebihan-kelebihannya saban kali dalam sesi-sesi kuliah dan
pengajian.

Kedua: Masalah perundangan iaitu ketidakseragaman undang-undang wakaf antara negeri-negeri yang
mewujudkan perbezaan dalam pemahaman, tafsiran, tatacara pengeluaran fatwa dan hukum. Ini berpunca
daripada kedudukan harta wakaf sepertimana perkara-perkara agama lain terletak di bawah bidangkuasa

11Syed Mohd Ghazali Wafa Bin Syed Adwam Wafa, Pembangunan Wakaf Pendidikan di Malaysia, h. 139. Kertas kerja ini telah
dibentangkan di Seventh International Conference-The Tawhidi Epistemology: Zakat and Wagqf Economy, Bangi 2010.

12Lihat Hj. Mohd Nazri Chik, Wakaf Dan Peranannya Dalam Pembangunan Ummah, Kuala Lumpur: Institut Kefahaman Islam
Malaysia (IKIM), h. 3.



negeri (Perlembagaan Persekutuan, Jadual Kesembilan, Senarai 2 (1)) dan tiada enakmen khusus
berkaitan pengurusan dan pentadbiran wakaf di negeri-negeri kecuali Selangor (Enakmen Wakaf (Negeri
Selangor) 7/1999). Jadi, enakmen dan akta tentang wakaf kelihatan sempit dan tidak fleksibel (mudah
ubah). Isu kritikal berkaitan wakaf sebenarnya bertitik tolak dari polisi kerajaan dan perlembagaan
Malaysia itu sendiri yang telah menjurangkan pengurusan wakaf kepada institusi agama negeri-negeri."
Ketiga: Kebanyakkan harta wakaf terletak di lokasi yang kurang strategik dan tidak mempunyai nilai
pembangunan. Manakala, tanah wakaf di kawasan pedalaman pula tidak dapat digunakan oleh kerana
tiada keperluan dan tiada nilai komersial selain jauh untuk pembangunan'?.

Keempat: Tanah-tanah wakaf turut diceroboh dan digunakan oleh pihak yang tidak bertanggungjawab
dengan dibina penempatan dan premis-premis perniagaan. Adapun bagi premis perniagaan yang berada di
atas tanah wakaf, tarif sewa yang dikenakan pihak Majlis Agama Islam Negeri (MAIN) terhadap peniaga
adalah sangat rendah daripada harga semasa. Ini menyebabkan institusi agama negeri-negeri tidak
mempunyai kedudukan kewangan yang kukuh untuk digunakan bagi menyalurkan bantuan.

Kelima: Masih terdapat waris-waris yang belum mendaftarkan tanah-tanah wakaf di pejabat agama
negeri. Ini menyebabkan ketiadaan rekod yang menyebabkan kawasan wakaf tidak boleh dibangunkan.
Keenam: Perkembangan dan pembangunan aplikasi wakaf dalam konteks kewangan masih belum lagi
dapat dilaksanakan secara komersial sepenuhnya di institusi kewangan seperti di bank-bank
memandangkan ia memerlukan sokongan wakaf daripada orang ramai. Konsep dan produk berasaskan
wakaf sebenarnya boleh dibangunkan dalam bentuk kewangan serta boleh mendatangkan keuntungan
kepada semua pihak. Pada masa kini, institusi kewangan seperti bank-bank sedang berusaha untuk
membangunkan wakaf secara lebih meluas seperti saham (unit) dan bon-bon wakaf'> sesuai dengan status
Malaysia sebagai hub perbankan Islam Antarabangsa.

Ketujuh: Tiada lagi satu bentuk pentadbiran wakaf yang menjadi “ibu” bagi semua operasi wakaf negeri.
Perbadanan wakaf berpusat dan jawatankuasa khusus wakaf perlu untuk menjamin kelancaran dan
kelicinan perlaksanaan operasi wakaf di Malaysia. Perbadanan wakaf berpusat ini juga perlu
bertanggungjawab mengawal selia semua operasi wakaf negeri-negeri di seluruh Malaysia.

Namun begitu, meskipun pengurusan dan perlaksanaan wakaf di Malaysia menghadapi banyak masalah
yang mampu mengganggu gugat, namun Malaysiamasih mampu mencari jalan keluar dari masalah yang
menghimpit bagi membangunkan harta wakaf agar tidak terbiar begitu sahaja.

3. PEMERKASAAN WAKAF DI MALAYSIA

Wakaf sememangnya amat penting dalam muamalah seharian umat Islam. Wakaf yang dahulunya
dianggap sebagai ibadah sampingan yang terpencil semata-mata, kini telah berkembang pesat di seluruh
dunia. Negara-negara luar seperti Amerika dan England sebenarnya telah lama mencedok idea sistem
muamalah wakaf ini.'® Jadi. Malaysia yang dikenali sebagai hub perbankan Islam tidak sewajarnya
tercicir dari negara Barat yang lain. Antara cadangan untuk pemerkasaan industri wakaf di Malaysia ialah,

13 Ahmad Ibrahim (1999), “Wakaf dan Pelaksanaannya di Malaysia”, dalam Undang-undang Keluarga Islam di Malaysia,
Malayan Law Journal Sdn. Bhd., h.299. Takrif wakaf sebagai amanah yang diperuntukkan dalam Enakmen Wakaf Selangor
(No.7 tahun 1999) telah membezakan tafsiran amanah terdapat di dalam Akta Pemegang Amanah 1949.

“Zulkifli Hasan & Muhammad Najib Abdullah, The Investment of Waqf Land as a Instrument of Muslims’ Economic
Development in Malaysia, hh. 18-19. Kertas kerja ini dibentangkan di Dubai International Conference on Endowments’
Investment, Dubai, 4-6 Februari 2008.

!5 Dengan saham-saham dan bon wakaf ini, orang ramai akan mampu berwakaf dengan cara yang baru dan sekaligus dapat
berkonsi modal dalam membeli bangunan dan tanah untuk kebaikan ummah. Majlis Agama Islam Johor dan Majlis Agama
Islam Pulau Pinang telah pun melaksanakan hal ini. Lihat: Nik Mustapha Nik Hassan (1998),“Sumbangan Institusi Wakaf
Kepada Pembangunan Ekonomi”, dalam Nik Mustapha Nik Hassan et. (ed), Konsep dan Pelaksanaan Wakaf di Malaysia, Kuala
Lumpur: Institut Kefahaman Islam Malaysia (IKIM), h. 6 dan 8.

16Syed Mohd Ghazali Wafa Bin Syed Adwam Wafa, Pembangunan Wakaf Pendidikan di Malaysia, h. 140. Kertas kerja ini telah
dibentangkan di Seventh International Conference-The Tawhidi Epistemology: Zakat and Waqf Economy, Bangi 2010.



Pertama: Langkah pertama yang perlu diatur ialah dengan menambahkan lagi kesedaran masyarakat
terhadap wakaf. Para ustaz, pensyarah dan guru agama di pusat pengajian agama contohnya, perlu
merombak syllabus pengajian dan kuliah-kuliah di masjid-masjid dan surau-surau. Mereka perlu sering
mengetengahkan dan menerapkan mawdu’-mawdu’ (tajuk) berkaitan dengan wakaf dalam setiap
pengajian mereka (majal al-ta’lim) agar dapat memberi maklumat berterusan terhadap kepentingan
ibadah wakaf kepada umat Islam. Hal ini kerana, untuk membentuk kesedaran tinggi masyarakat terhadap
wakaf, ia memerlukan usaha dan kerjasama yang berterusan dari pelbagai pihak.

Bahkan, kesedaran masyarakat kini tentang kepentingan dan kelebihan ibadah sunat lain seperti umrah
dan korban sehingga mereka berlumba-lumba mengerjakannya juga hasil daripada penerapan dan
penekanan yang dilakukan para ilmuwan terdahulu. Jadi, kaedah dan metode yang sama juga perlu
dilakukan untuk menarik masyarakat agar cenderung kepada ibadah wakaf.

Sebenarnya, sejak 55 tahun yang lalu sebelum merdeka sehingga kini, konsep wakaf telah berkembang
dan diterima pakai oleh orang ramai termasuk oleh golongan non muslim untuk pelbagai tujuan, misalnya
penerimaan konsep wakaf untuk tujuan pendidikan dan korporat. Tuntutan dan kesedaran masyarakat
terhadap wakaf sebenarnya semakin meningkat dari tahun ke tahun, namun akibat dominasi statut
parlimen kerajaan Malaysia, ia sedikit sebanyak telah memperlahan dan mengekang kerancakan dan
perkembangan wakaf di Malaysia.

Kedua: Pentadbiran adalah perkara tunjang dalam memastikan kejayaan sesuatu rancangan. Dari segi
pentadbiran, wakaf perlu diperbangun dan diperkembangkan lagi akan segala fungsi, produk dan
kepentingannya dalam meningkatkan taraf hidup umat Islam. Pengurusan dan perlaksanaan wakaf di
Malaysia juga harus cekap dan telus dalam menjamin kejayaan untuk memartabatkan peranan maksimum
wakaf dalam kehidupan negara umat Islam seluruhnya.

Kini, dengan penubuhan Jabatan Wakaf, Zakat dan Haji (JAWHAR) di bawah seliaan Jabatan Perdana
Menteri pada 27 Mac 2004 lalu bagi membantu Majlis Agama Islam Negeri melaksanakan pembangunan
harta wakaf adalah bagus. Majlis Agama Islam Negeri (MAIN) masih tetap bertindak selaku pemegang
amanah tunggal harta wakaf di setiap negeri sambil dibantu oleh Jabatan Wakaf, Zakat dan Haji
(JAWHAR).

Semua projek pembangunan tanah wakaf perlu mendapat persetujuan Majlis Agama Islam Negeri
(MAIN) dan Jabatan Wakaf, Zakat dan Haji (JAWHAR) terlebih dahulu. Jabatan Wakaf, Zakat dan Haji
(JAWHAR) juga bertindak sebagai penyelaras dan mempertemukan antara Majlis Agama Islam Negeri
(MAIN) dengan pihak yang berhasrat memajukan tanah wakaf. Keputusannya, hasil kerjasama antara
Jabatan Wakaf, Zakat dan Haji (JAWHAR) dan Majlis Agama Islam Negeri (MAIN), sebahagian
daripada 11,019.82 hektar tanah wakaf iaitu 4,836.5 hektar tanah wakaf am dan 6,255.55 hektar tanah
wakaf khas sudah dibangunkan pada tahun 2012."

Jadi, kerjasama antara Jabatan Wakaf, Zakat dan Haji (JAWHAR) dan Majlis Agama Islam Negeri
(MAIN) cuma perlu diperkemaskan dan diperhebatkan lagi. Kedua-dua pihak juga mesti “turun padang”
melancarkan kempen-kempen, kursus-kursus kesedaran kepada seluruh anggota masyarakat tentang
wakaf, membentuk jawatankuasa khas wakaf, dan mencari dana wakaf melalui syarikat-syarikat besar
yang berminat untuk membangunkan harta wakafdi Malaysia. Selain itu usaha untuk menyelaraskan

'"Lihat Berita Harian bertarikh 25 Oktober 2012.



pengurusan wakaf diseluruh negeri di Malaysia juga perlu dilakukan, ia dilihat mampu untuk
mempertingkatkankualiti pengurusan harta wakaf di Malaysia'®.

Ketiga: Sebenarnya, sebelum tahun 1952, tiada satu undang-undang bertulis yang diguna pakai Majlis
Agama Islam Negeri (MAIN) untuk pelaksanaan pengurusan harta wakaf. Kebanyakan wakaf dulu
diserahkan kepada mereka yang berpengaruh di dalam masyarakat seperti imam masjid, nazir masjid dan
ketua kampung. Proses penyerahan harta wakaf adalah atas dasar percaya mempercayai dan amanah.
Pewakaf akan mengamanahkan harta yang diwakafkan kepada mereka yang berpengaruh dalam
masyarakat untuk menguruskan harta wakaf tersebut.

Selepas tahun 1952, barulah pengurusan wakaf menjadi sistematik kerana mempunyai sandaran undang-
undang yang digariskan di dalam enakmen sebagaimana yang dinyatakan di dalam enakmen pentadbiran
Islam negeri masing-masing.""Namun begitu,perundangan berkaitan hal ehwal wakaf masih perlu
diselaraskan bagi setiap negeri yang kelihatan berbeza-beza fatwa dalam hal ehwal wakaf bagi setiap
negeri. Justeru, perlu diwujudkan satu kaedah dan fatwa khas berkaitan wakaf di peringkat nasional agar
ia tidak mengelirukan orang ramai yang berminat untuk berwakaf.

Keempat:Kalau dilihat akan tahap perkembangan wakaf di Malaysia, dahulunya ia hanya dianggap
sebagai ibadah semata-mata, namun dari sudut perspektif institusi kewangan Islam, apabila jawatankuasa
penasihat syariah membuat penilaian terhadap produk-produk aplikasi wakaf, dilihat produk-produk
aplikasi wakaf ini mampu menyerap segala elemen muamalah dan fahaman dangkal bahawa aplikasi
wakaf akan menyebabkan penyusutan dan kejatuhan ekonomi.

Jadi, dengan memperkenalkan konsep baru dan penambaikan konsep dalam wakaf, ia membuka peluang
yang lebih luas kepada institusi kewangan di Malaysia. Bentuk-bentuk pelaburan wakaf yang boleh
diusahakan dan dibangunkan institusi kewangan di Malaysia adalah banyak. Hal ini seperti melakukan
penambahbaikan terhadap harta wakaf yang terbiar atau kurang berkembang, menggabungkan harta
wakaf yang sedia ada untuk menjana hasil yang sama atau lebih, memberi pinjaman untuk keperluan
operasi wakaf dan kos untuk meningkatkan fungsi harta wakaf serta memajakkan harta wakaf.

Secara umumnya, banyak bentuk pelaburan wakaf yang boleh dilakukan, dan ia memerlukan
penambahbaikan konsep. Dengan cara ini, akhirnya kita boleh melihat peranan wakaf dalam
meningkatkan fungsi harta secara maksimum sesuai dengan niat murni orang yang telah mewakafkan
harta untuk kemaslahatan ummah sejagat. Hasilnya, pasti akan melahirkan pelbagai produk-produk
wakaf lain seperti aset-aset, bon-bon dan saham-saham korporat wakaf yang berpotensi untuk pasaran.

Kelima:Akta dan enakmen wakaf yang diwujudkan perlu lebih terbuka dan dapat dirombak pada bila-bila
masa sesuai dengan perkembangan semasa dan mengikut keperluan dan kepentingannya. Di samping itu,
majlis agama Islam negeri (MAIN) juga perlu memudahkan proses berhubung dengan harta wakaf agar
semua orang tertarik untuk melaksanakan ibadah wakaf meskipun ia berkaitan dengan harta benda, yang
sedia maklum agak banyak urusan dan proses dokumentasinya.”’Contohnya seperti di negeri Kelantan
sendiri, terdapat banyak harta-harta wakaf yang seakan “beku”, dibiarkan dan tidak bernilai ekonomi.

"®Zuraidah Mohamed Isa, Norhidayah Ali & Rabitah Harun, 4 Comparative Study of Waqf Management in
Malaysia, h. 563. Kertas kerja ini dibentangkan di International Conference on Sociology and Economics
Development, Singapura, 2011.

""Mohd Afandi Bin Mat Rani (2008),Pengambilan Tanah Wakaf Oleh Pihak Berkuasa Negeri:Analisis Menurut
Hukum Syarak dan Aplikasinya di Malaysia, Tesis Ph.D, Universiti Malaya, h. 129.

2 Akta Kerajaan Tempatan 1960 (Akta 171), Seksyen.134. Lihat juga Akta Kanun Tanah Negara 1965 (Akta 56), Seksyen.196
M @.



lanya juga tidak dapat digunakan untuk pembangunan oleh kerana ketiadaan akta dan undang-undang
yang fleksibel tentang harta wakaf.
Jadi, fatwa berkenaan kaedah istibdal’' dalam menangani harta wakaf yang tidak berkembang diwujudkan
agar harta wakaf dapat dikembangkan untuk kegunaan lain.Undang-undang berkaitan proses mewakafkan
tanah oleh kerajaan Persekutuan juga perlu dikaji semula agar segala proses pewakafan hak milik harta
wakaf menjadi lebih mudah dan cekap.”

Keenam: Oleh kerana terdapat banyak situasi di mana harta wakaf tidak dapat dibangunkan kerana
permasalahan seperti kedudukan yang kurang strategik, penguatkuasaan undang-undang dan sebagainya,
amalan konsep istibdaladalah jalan keluar terbaik untuk membangunkan semula harta wakaf berkenaan.

Konsep dan perlaksanaan istibdal ini sebenarnya telah diputuskan oleh Muzakarah Jawatankuasa Fatwa
Kebangsaan pada tahun 1982. Namun begitu, setelah sekian lama, pembangunan harta wakaf dan
perkembangannya di Malaysia masih lagi kurang maju jika dibandingkan dengan negara Timur Tengah
seperti Mesir, Kuwait, Emiriah Arab Bersatu dan Turki.”

Konsep dan perlaksanaan istibdal ini seharusnya perlu lebih efisien. Antara agenda pembangunan yang
boleh diketengahkan melalui kaedah ini ialah seperti mendirikan institusi masjid, institusi pendidikan,
pusat tanggungjawab sosial (rumah anak yatim), penternakan, pertanian, pusat khidmat komuniti dan
pusat perniagaan. Cara ini sekaligus boleh meningkatkan pendapatan dan ekonomi umat Islam dengan
pulangan keuntungan dan peluang pekerjaan yang tersedia dengan pembangunan harta wakaf ini.

Ketujuh: Penggunaan khidmat Nazir Khas Dilantik (mutawalli) oleh Majlis Agama Islam Negeri
(MAIN) dalam perihal harta wakaf juga perlu diwujudkan.. Nazir yang dilantik khas ini perlu dari
kalangan orang dalam kalangan satu-satu kawasan kariah dan daerah agar beliau senang dirujuk jika
berlaku masalah dan urusan wakaf. Nazir ini akan berkuasa dan dapat mengatasi (mengubah) niat
(shighah asal) yang telah ditulis orang yang ingin mewakafkan sesuatu harta. Nazir ini bertanggungjawab
dan berhak mengkaji dan memutuskan manfaat yang terbaik bagi pembangunan harta wakaf meskipun ia
berlawanan dengan niat asal orang yang ingin mewakafkan harta. Nazir ini juga yang akan berurusan
lebih lanjut dengan pihak Majlis Agama Negeri (MAIN). Dengan cara ini, harta wakaf akan kekal
membangun dan boleh memberi manfaat untuk kemaslahatan umat Islam seluruhnya. Ini sekaligus dapat
memberi limpahan pahala kepada dermawan yang telah mewakafkan harta.

Kelapan: Selain itu, pembangunan harta wakaf juga boleh dilaksanakan dengan lebih efisien dengan
penggunaan sistem maklumat tanah berasaskan GIS. Pengenalan Sistem Maklumat Wakaf Berasaskan
Sistem Maklumat Geografi (GISWAQF) yang mengambil manfaat daripada Geographic Information

I Terdapat dua istilah yang perlu difahami dalam proses istibdal mawquf iaitu istilah ibdal dan istibdal. Istilah ibdal bermaksud

mengeluar atau menukar sesuatu mawquf (daripada konsep asalnya yang tidak boleh dijual, dihibah atau diwarisi) dengan
menjual harta itu. Manakala istilah istibdal bermaksud membeli sesuatu harta yang lain dengan hasil jualan untuk dijadikan
sebagai mawquf bagi menggantikan harta yang dijual meliputi apa-apa harta yang diperolehi menerusi cara gantian dengan harta
yang sama ataupun harta yang lebih baik nilai dan manfaatnya. Harta ini dikenali sebagai harta badal atau amwal al-badal.
Istibdal juga bermaksud menjual apa yang kurang atau telah hilang hasil atau pendapatan dan membeli apa yang lebih baik
daripadanya serta menjadikannya sebagai ganti. Istibdalmawqguf mempunyai matlamat dan objektif tertentu, antaranya ialah: i.
mengekalkan mawquf umat Islam supaya manfaat dan kegunaannya dapat dinikmati secara berterusan. ii. menjamin
pembangunan mawquf mengikut arus pembangunan dan perkembangan ekonomi semasa negara. iii. menjaga dan memelihara
tujuan/ niat pewakaf bagi mendapat ganjaran secara berkekalan sebagai sedekah jariah. iv. mengelak pembekuan mawquf yang
tidak ekonomik dan menjadi terbiar. dan v. meningkatkan hasil dan pendapatan dana wakaf negeri-negeri untuk pembangunan
ummah. Rujuk Manual Pengurusan Istibdal Wakaf (2010), Kuala Lumpur: Jabatan Wakaf, Zakat dan Haji JAWHAR), h. 11-12.
%2 Hal ini telah diutarakan oleh Y.B S.S Dato’ Muhammad Shukri Mohamad, Mufti Kerajaan Kelantan Darul Naim dalam forum
mengenai wakaf di Universiti Islam Malaysia (UIM) pada 2012.

= Syahnaz Binti Sulaiman, Hukum Pembangunan Tanah Wakaf Khas Menurut Perspektif Syarak, h. 46.



System (GIS) sebagaimana dicadangkan oleh sekumpulan penyelidik daripada Pusat Kajian Harta Tanah
(CRES), Universiti Teknologi Malaysia adalah baik. Usaha ini adalah untuk membolehkan tanah-tanah
wakaf dapat diuruskan dengan lebih efisien dan teratur oleh pihak-pihak berkuasa berkaitan. Hal ini
seterusnya akan memperlihatkan penglibatan tanah wakaf dalam pembangunan dan perancangan dan
pembangunan negeri, wilayah dan kerajaan tempatan.**

Kesembilan: Konsep amanah (#rust) yang diperkenalkan dalam aplikasi wakaf, contohnya seperti amalan
wakaf dalam institusi kewangan semasa, perlu turut diserapkan sekali dengan amanah (trust) dalam
perlaksanaan wakaf. Hal ini bukan disebabkan untuk mengikut rentak suasana rangka kerja ekonomi
semasa yang mengikut cara Barat. Akan tetapi, ini dilakukan sebagai rancangan dan persediaan awal agar
dapat mencari jalan keluar paling strategik daripada masalah mendatang. Sehubungan dengan itu, institusi
baitulmal juga boleh memainkan peranan dan bergandingan dalam membentuk konsep trust dan wakaf
dalam hal ini.

Sekiranya dilihat keboleh terimaan konsep amanah dalam perlaksanaan wakaf, maka benda-benda ini
akan dititik beratkan, iaitu hak kepentingan pemegang saham (stake holders) akan dipelihara. Pengurusan
juga akan dilantik dan diselia oleh pemegang saham sekiranya ada bentuk-bentuk saham yang diwakafkan
serta pemantauan yang telus secara “check and balance” berdasarkan pemantauan berkala secara audit.”

Sehubungan dengan itu, apabila konsep amanah (#7ust) ini diterima pakai dalam operasi dan pentadbiran
wakaf”®, maka di dalam amanah (frust), perlu digunakan “zrust deed”, iaitu manfaat kepada penerima
hak/benefisian sebagai instrumen. Kepentingan “trust deed” ini akan memberikan lebih keinginan dan
keyakinan kepada selain umat Islam di Malaysia untuk bergiat dengan harta wakaf. Ia juga dapat menarik
minat dan memperbanyakkan lagi pelaburan-pelaburan, wang tunai, stok, dan instrumen kewangan
bernilai seperti tanah dan lain-lain. Di samping itu, ia juga mengandungi perlindungan daripada
pemiutang ke atas harta amanah. Dengan cara ini, pemiutang tidak boleh membuat tuntutan terus terhadap
harta zakat dan wakaf, tetapi hanya boleh membuat tuntutan ke atas keuntungan hasil pelaburan yang
diperolehi dari harta amanah tersebut.

Kesepuluh: Wakaf juga boleh dibangunkan bersama elemen Islam lain seperti zakat untuk tujuan
manfaat seperti untuk program pendidikan. Negara-negara Barat seperti Amerika Syarikat dan Great
Britain sudah mula menjalankan dan membangunkan serta memaksimumkan aplikasi wakaf dalam urusan
muamalah seharian mereka. Ternyata, ia dapat memberi keuntungan dan kemudahan terbaik dalam
segenap lapangan untuk kesejahteraan hidup rakyatnya.”’

Wakaf pendidikan yang dilaksanakan oleh negara lain sudah pun membuahkan hasil dengan lahirdan
berkembangnya pusat pengajian ulung seperti universiti Oxford, universiti al-Azhar al-Syarif, al-Jamiah

24Hj. Mohd Nazri Chik, Wakaf Dan Peranannya Dalam Pembangunan Ummah, Kuala Lumpur: Institut Kefahaman
Islam Malaysia (IKIM), h. 6.

» Dengan konsep “Islamic Trust’ ini, semua orang boleh berwakaf dan menyumbang wang mengikut kadar
kemampuan masing-masing. Ha ini kerana bukan semua orang mempunyai asset seperti bangunan dan tanah untuk
diwakafkan. Mohd Daud Bakar (1999), “Amalan Institusi Wakaf di Beberapa Negara Islam: Satu Perbandingan”,
dalam Nik Mustapha Nik Hassan et. (ed), Konsep dan Pelaksanaan Wakaf di Malaysia, Kuala Lumpur: Institut
Kefahaman Islam Malaysia (IKIM), h.182.

% Konsep amanah (#rust) bermaksud harta akan dipindahkan kepada para pemegang hak dan dikormesialkan.
27Rujuk lebih lanjut “The Sutton Trust Report”. Syed Mohd Ghazali Wafa Bin Syed Adwam Wafa, Pembangunan
Wakaf Pendidikan di Malaysia, h. 143. Kertas kerja ini telah dibentangkan di Seventh International Conference-7he
Tawhidi Epistemology: Zakat and Waqf Economy, Bangi 2010.



al-Islamiyyah di Madinah, universiti Cordoba di Andalus dan sebagainya® Universiti-universiti ini
kesemuanya terus maju dengan hasil dan sumbangan wakaf. Universiti al-Azhar sebagai contoh telah
membangun dan berkembang hasil sumbangan harta wakaf. Sehingga kini, pembiayaan universiti al-
Azhar yang dibina sejal 1000 tahun dahulu telah memberi khidmat pengajian percuma kepada pelajar
Islam di seluruh dunia.

Mengambil manfaat daripada negara lain, kini, Malaysia telahmenubuhkan Universiti Islam Malaysia
(UIM)yang berteraskan wakaf selain sekolah-sekolah agama yang telah sedia ada. Wakaf pendidikan
yang besar seperti pusat pengajian tinggi ini perlu diperbanyakkan dan diperhebatkan lagi. Hal ini kerana
ia cukup berpotensi untuk memperkasakan lagi sektor ketiga ekonomi Islam, memperkasakan aktiviti
ekonomi melalui pelbagai projek pembangunan, pelaburan dan perniagaan, dan seterusnya dapat menjadi
pelengkap kepada skim bantuan dan kebajikan pelajaran oleh kerajaan serta akhirnya menyatupadukan
rakyat berbilang bangsa atas dasar wakaf pendidikan nasional.”

4, KESIMPULAN

Di Malaysia didapati masih banyak harta wakaf yang berpotensi untuk dibangunkan, akan tetapi sehingga
kini masih belum dimajukan sewajarnya. Malahan, banyak harta wakaf yang tidak ada rekod dan
maklumat sistematik.’’Hal ini tidak sewajarnya berlaku. Oleh itu, penubuhan pemusatan institusi wakaf
dan penambahbaikan konsep wakaf perlu dilaksanakan. Tanpa pendekatan ini, institusi wakaf tidak
mungkin berkembang maju dan dapat dikendalikan secara tersusun dan menyeluruh. Pentadbiran dan
pelaksanaan institusi dan produk wakaf memerlukan perubahan yang drastik untuk ia berperanan secara
lebih efektif dan perkasa.

Institusi wakaf perlulah stabil, lestari dan fleksibel dalam menghadapi apa jua kemungkinan dan
halangan yang ada serta tidak terbantut dalam apa-apa noktah. Perlu diingati bahawa wakaf merupakan
aset tetap dan penting bagi umat Islam. Ia merupakan satu aset harta yang tidak mudah dimanipulasi dan
dibinasakan berbanding sistem-sistem kehartaan lain®'. Oleh itu,dengan cadangan pemerkasaan ini, adalah
lebih menjadi tanggungjawab umat Islam berusaha meletakkan kembali wakaf ke taraf yang sebenar dan
menjadikannya satu ibadah yang disegani dalam pembangunan masyarakat dan negara.

*Antara contoh-contoh lain adalah seperti universiti-universiti di England seperti Boston University, Brandies
University dan Harvard University, lihat: Center for Social Philanthropy (2010), Educational Endowments and The
Financial Crisis: Social Costs and Systematic Risks in The Shadow Banking System, Boston: Tellus Institute, h. 13.
29Syed Mohd Ghazali Wafa Bin Syed Adwam Wafa, Pembangunan Wakaf Pendidikan di Malaysia, h. 152. Kertas
kerja ini telah dibentangkan di Seventh International Conference-The Tawhidi Epistemology: Zakat and Wagqf
Economy, Bangi 2010.

**Megat Mohd Ghazali Megat Abd Rahman, Asiah Othman (2006), “Pembangunan Tanah Wakaf: Isu, Prospek dan
Stategi”, (Konvensyen Wakaf Kebangsaan 2006, Anjuran Jabatan Wakaf Zakat dan Haji, di Hotel Legend Kuala
Lumpur, Pada 12-14 September 2006), h. 3. Lihat juga Mohd Zain Haji Othman (1998), “Wakaf Dari Perspektif
Undang-undang Islam, Amalan dan Permasalahannya di Malaysia”, dalam Ahmad Ibrahim et al. (ed), Undang-
undang Keluarga dan Harta Wakaf, Al-Ahkam, cet.1. j1d.6. Kuala Lumpur: Dewan Bahasa dan Pustaka, h.193.

3! Andrew White (2006), The Role of The Islamic Wagf in Strengthening South Asian Civil Society: Pakistan as
Case Study, International Journal Of Civil Society Law, 4(2), h. 32.
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REVIVAL OF WAQF PROPERTIES IN MALAYSIA

Dahlia Ibrahim'
Haslindar Ibrahim®

ABSTRACT

Wagqf has become a big concept within the Muslim society. Issues pertaining to waqf are famously discussed
and debated among figh scholars and academician. Most Muslims are familiar with the concept but do not
really understand the definition and meaning of waqf along with its process, law, administration and
management of it. Waqf is standardly known as benevolence instruments where the profit is used to improve
the welfare of the unfortunate society. Beyond the mentioned belief, many Muslims do not take effort in
advancing their knowledge on waqf. Undoubtedly, this ignorant attitude among the Muslim- specifically in
Malaysia- concerning waqf has largely added to the many visible issues and problems in waqf matters,
majorly the administration and management of it. Added to this scenario is the slow progression in
developing the many idle and nonproductive waqf properties in all Malaysian states. Hence, there is the need
to revive the development of waqf properties in Malaysia. This paper covers brief introduction to waqf, waqf
scenario in Malaysia and issues pertaining to its waqf management. Some innovative mechanisms in
revitalizing waqf system in Malaysia are also presented with a brief outlook into Jabatan Wakaf, Zakat dan
Haji JAWHAR) dan Yayasan Wakaf Malaysia (YWM).

Keywords: waqf institution, management, issues

1. INTRODUCTION

The concept of waqf is in existence long before the emergence of Islam. It was not clearly identified as waqf
then but the concept was evidenced through the construction of mosques and surau where donation from the
society funded the maintenance cost of the mosques and suraus. Many Muslims believe that waqf is solely for
religious matters. Little do majority of the them know that waqf can benefit all level of society. As to rid away
this misconstrued understanding of waqf, it is imperative to understand what waqf means in this new era of
modern world.

Waqf is standardly known as benevolence instruments where the profit is used to improve the welfare of the
unfortunate society. Beyond the mentioned belief, many Muslims do not take effort in advancing their
knowledge on waqf. Undoubtedly, this ignorant attitude among the Muslim- specifically in Malaysia-
concerning waqf has largely added to the many visible issues and problems in waqf matters, majorly the
administration and management of it. On top of this situation, progression on waqf properties is slow in
coming although efforts have been taken to step up the development. This paper is intended to give some
comprehension of wagqf, specifically, covering those areas such as waqf and management of waqf properties.

It will cover brief introduction to waqf, waqf scenario in Malaysia and issues pertaining to its waqf
management. Some innovative mechanism’s models in revitalizing waqf system in Malaysia are also

! Dahlia Binti Ibrahim is a lecturer with Universiti Teknologi Mara and currently pursuing her PHD with Universiti Sains
Malaysia. Corresponding author: dahlia400@kedah.uitm.edu.my
? Haslindar Binti Ibrahim is a senior lecturer under the School of Management, Universiti Sains Malaysia.
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presented with a brief outlook into Jabatan Wakaf, Zakat dan Haji (JAWHAR) dan Yayasan Wakaf Malaysia
YWM).

2. WAQF IN ISLAM

There are a few hadiths that support the concept of waqf. One was mentioned by the Prophet (p.b.u.h):
whence a child of Adam dies, his/her deed comes to an end except for three things; running and continouos
sadaqah, knowledge that benefits (others) and a righteous child who pray for him or her. Second, when Umar
bin Al-Khattab went to the Prophet (p.b.u.h) and said “Messenger of Allah! I got a land in Khaibar. I never
got a property more precious to me than this. What do you advise me?” The Prophet (p.b.u.h) said, “If you
want you can make habs on (bequeath) it, and give it as sadaqah (charity); provided that it should not be sold,
bought, given as a gift or inherited”. Then, Umar gave it as charity for the poor, relatives, slaves, wayfarers
and guests. There is no harm for the person responsible for it to feed himself or a friend from it for free,
without profiting. Third is when All the Prophet’s (p.b.u.h) companions proclaimed their land as waqf. This
evidenced through narrations and report by Thabit Bin Anas Jabir Bin Abdullah and Ibn Hazm (Ibrahim &
Ibrahim, 2013; Zahrah, 2007).

Even Karim (n.d), as cited in Ibrahim and Ibrahim (2013) stated that Allah (SWT) says in the Holy Quran:
‘those who spend their wealth (in Allah’s cause) by night and day, in secret and in public, they shall have
their reward with their lord. On them, shall be no fear, nor shall they grieve’ (Sura: Al-imran, verse: 274); ‘By
no means shall you attain Al Birr (piety, righteousness-here it means Allah’s reward, i.e. paradise), unless you
spend (in Allah’s cause) of that which you love; and whatever of good you spend, Allah knows it well.” (Sura:
Al-Imran, Verse: 92); and ‘Verify those who give sadaqat (i.e. zakat and alms), men and women, and lend a
goodly loan, it shall be increased manifold (to their credit), and theirs shall be an honourable good reward (i.e.
paradise).’(Sura: Al Hadid, Verse:18).

Evidently from the above, sharing wealth in the form of giving out donations is most encouraged in Islam.
And, the one instrument to achieve this is through wagqf.

3. WAQF CONCEPT

In laymen perspectives, waqf is a form of donation mostly in term of land and properties. Once a person
proclaims his/her property as wagqf, it is expected that someone who is entrusted with the waqf will distribute
the benefits to the intended beneficiaries as specified by the donor according to the shariah principle. To
understand the concept of wagqf, first its structure-types, characteristics and participants - needs to be laid
down.

3.1 Type of waqf

Standardly there are two types of waqf; specific waqf and general waqf. Specific waqf also known as waqf
khas is where the donor declare beforehand what is the purpose of the wagqf, for example, build of a mosque
or school or for any other purpose he specifies. The purpose will then be specified in a waqf deed and the
manager (mutawalli) who is entrusted to administer the waqf as specified by the deed. General waqf or waqf
am, on the other hand, is an open ended waqf where the manager of the waqf may use the waqf properties for
whatever purpose as long as it benefits the public and the purpose is not against the shariah principles.
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3.2 Characteristics of Waqf

Wagqf is a mean to protect and preserve a property from belonging to unintended persons. Many jurists believe
it is a concept of holding, confining, detaining or restraining the proclaimed property from misuse. For many
years, many Muslims believe that only fixed assets can be donated as wagqf as interpreted by the Islamic law
where the property proclaimed as waqf must be immovable as characterized by the need for waqf to be
perpetual. This inherited definition of waqf is due to the nature of the benefit of immovable property where it
is utilized without having to use up the property itself (Osman, 2012; Kahf, 2007b). Nowadays, this backward
interpretation is no longer valid since the new ruling on waqf includes all movable properties such as cash,
shares, books and other things as deemed beneficial (Osman, 2012; Cajee, 2007; Hasan, 2007; Nik Hassan,
1999; Sait and Lim, 2006). In spite of this, the acceptance of other forms of properties as waqf, immovable
properties (land and building) still make up the majority of waqf property as evidenced by the value they
acquired (Osman, 2012; Sait and Lim, 2006).

But the most acceptable and preferred definition of waqf is by Abu Yusof from Hanafi school where the
meaning of waqf is rephrased by jurists such as Imam Muhammad and other Jurists in Shafie, Hanbali and
Imami schools. The rephrased waqf definition leans towards the irrevocability, perpetuity and alienability of
the donated property- which goes without saying- the proclaimed properties are prohibited from being
transferred to other people.

3.3 Waqf Participants

The common parties involved for waqf to be valid are: founder (Waqif), beneficiary (Maukuf Alaihi) and
donated property (Maukuf).

First, the founder must be mature and has a sound mind. He must donate on his will and he owns the property
he wants to donate. Second, the founder must specify in the waqf deed who shall benefits from his proclaimed
wagqf. The beneficiary can be specified as individual or general philanthropy to the society. Third, the donated
property must be something that can be donated where its ownership rightfully belongs to the founder. Lastly,
a lafaz is undertaken to validate the waqf agreement’.

4. WAQF IN MALAYSIA

Malaysia has 14 states and ruled by a King. Each state subsequently is under the power of the Sultan who is
given full authority by the Federal Government to manage all religious matters which include zakat,
baitulmal, waqf and others. The Sultan, then, passed on the power to the State Islamic Religious Council
(SIRC) of each state in Malaysia to oversee all religious matters.

4.1 State Religious Council Responsibility

Mohammad and Iman (2006) agreed with figh opinions that the management of waqf should not have
government interference since waqf properties will be subjected to liabilities and thus can have negative effect
on the waqf properties in the future. This argument is further apparent with the appointment of SIRC as the
trustee, problems in relation to waqf properties still prevail due to imbalance treatment of waqf property by
the individual SIRC especially there is a big argument over the usage of istibdal in the administration waqf
properties. In spite of this, however, the management of waqf properties in Malaysia has improved
tremendously. This is largely due to the clauses included in the regulation pertinent to the waqf properties.

3 www.jawhar.gov.my
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Among the responsibilities of the SIRC as set forth in the clause are*:

All waqf properties are solely trusted under the council of Islamic religion

The council must keep all the documents related to waqf properties

Ownership of waqf properties must be transferred to the council

The council must use all monies from specific waqf properties for the intended purpose of the founder
The council must keep all the monies from general waqf properties in the general fund of the council
or the baitul mal

Nk e =

4.2 Department of Waqf, Zakat and Haj (JAWHAR)

According to Mohd Salleh and Muhammad (2008), the Malaysian Federal Government does not have any
land to its name because all pieces of land in Malaysia are rightfully owned by the states. Hence, it becomes
very taxing for the Malaysian Government to administer and develop waqf properties especially land. Due to
this reason, there are many idle and nonproductive waqf lands in Malaysia. The need to develop the idle and
unproductive waqf land had prompted the Former Malaysian Prime Minister; Tun Abdullah Haji Badawi
announced the establishment of Department of Waqf, Zakat and Haj (JAWHAR) in 2004. JAWHAR is
expected to make progression on waqf properties in an organized, systematic and effective way. However,
JAWHAR has no jurisdiction in practicing its power and rights on the management of waqf properties
because the sole trustee on waqf is still vested under each SIRC.

JAWHAR main function is to establish liaison with the individual SIRC and coordinate all information from
the SIRCs to develop waqf properties in each state via the fund from the Federal Government’. Holistically,
under the 9™ Malaysian Plan with an allocation of RM250 million, JAWHAR and SIRCs boosted the
development of waqf land by applying the waqf land development model as depicted below.

Figure 1: Waqf Land Development model

Managing Projects
Planning —» Implementation | — Completed || Evaluation
Projects

Source: Mohd Salleh and Muhammad (2008)

At the planning stage, SIRCs need to identify the waqf land to be proposed for development to JAWHAR.
The proposed waqf land must be strategic in location and must be unrestricted. SIRCs will still hold the title
to the waqf land to maintain the perpetuity aspect of the waqf. During the implementation process, the
Federal Government needs to lease waqf land through the Federal Land Commission (FLC) since Federal
Fund can only be used on Federal Government lands. As all lands belong to SIRC, this leasing agreement is
imperative before proceeding to the implementation process. While the JAWHAR provides the fund, the
Work Department is to monitor and manage the proposed projects. Once the project is completed, it will be
transferred back to JAWHAR. Next, JAWHAR will pass on the completed social project such as orphanage
shelter to SIRCs to manage on their own. For economic project, the SIRCs and Yayasan Wakaf Malaysia
(YWM) will jointly be given the authority to manage it where the profits will be deposited into SIRCs and
YWM wagqf fund for future waqf land development. Lastly, JAWHAR needs to evaluate whether the projects
undertaken meets its objective. If it does not, JAWHAR needs to make report on it and find solution to rectify
the failure (Mohd Salleh and Muhammad, 2008).

* Alhabshi (1991)
> Interview with JAWHAR

16



4.3 Yayasan Wakaf Malaysia (YWM)

On 25™ March, 2006, a committee led by the National Baitulmal Coordination Committee or Jawatankuasa
Penyelarasan Baitulmal Kebangsaan (JPBK) had agreed to establish a national entity to manage waqf related
matters. Although JAWHAR is already in operation to conduct the monitoring and coordination on waqf
properties, this national entity- which later launched in 2008 and named as Foundation Waqf Malaysia or
Yayasan Wakaf Malaysia (YWM)-is to work along JAWHAR and SIRCs. YWM main idea is to unite and
collect all waqf resources as a highly potential economic source in maximizing the benefits to the society. The
core purpose of YWM is 1) to collect waqf fund by conducting fundraising programs, 2) to develop and
progress waqf properties, 3) to invest YWM fund as allowed by shariah, 4) to organize beneficial activities
such giving assistance to the impoverish and to best carry the intention of the founder and 5) to promote
conferences/seminars and to publish brochures as a tool to expand YWM’s objective (Ahmad, 2008). YWM
is also actively promoting its cash waqf programs by distributing flyers and brochures to the public.

5.0 WAQF ISSUES IN MALAYSIA

Previously, before the SIRC is given the authority to manage waqf properties, the manager (mutawalli) to
manage the waqf property is chosen by the waqif or donor himself. The mutawalli can be the village leader,
trusted individuals or the mosque committees. There is no existence of formal agreement between the waqif
and the mutawalli. As a result, mismanagement and corruption surrounds the administration of waqf
properties. Most often than not, waqf properties are not managed in accordance to the original intention of the
wagqf.

One may think that with the appointment of SIRCs as the waqf properties trustee, abovementioned problem
can be tackled. But, it is sad to say that such problem still exist when SIRCs are unable to manage waqf
properties efficiently. Below are some of the issues.

5.1 Work Force

The persons in charge to manage the waqf properties are not qualified, knowledgeable and professional in the
Islamic principles and the laws governing them resulting in difficulty attaining the performance and
objectives of the waqf system. To add salt to the wound, SIRCs are also facing shortages of personnel to run
waqf properties. Additionally, there are also involvements of the non-muslims in managing the waqf
properties. Having no in depth knowledge of the principles and beliefs in Islam, the waqf properties are
managed by those who are not supposed to be managing them in the first place. It is not too hush to say that
wagqf properties should be managed solely by qualified Muslims as to ensure that the objectives of the waqf
system is upheld (Chowdury, Ghazali & Ibrahim, 2011).

5.2 Land

The wealthy Malaysian prefers to perform waqf by giving away their lands. However, most often, this
donated property is very isolated and have no proper infrastructure which deems valueless. In addition, some
of the land has features that are not conducive to develop into productive progression. At other times, there
also exists illegal occupation of waqf land by the society. All these along with the improper recordkeeping of
ownership registration and minimal wagqf data base system have hindered SIRCs intention in developing waqf
aggressively (Mohd Salleh and Muhammad, 2008).
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5.3 Monetary

The Federal Government through the 9™ Malaysian Plan had allocated RM250 million for reforming the wagqf
system in Malaysia (Mohd Salleh and Muhammad, 2008). This amount is actually not sufficient to develop
enormous amount of waqf land in Malaysia. As such, many SIRC have formed cooperation with private
businesses to develop their waqf land. From the outset, this effort can be fruitful to SIRCs. But it is not
apparently so since the private businesses will acquire more benefits compared to the SIRCs. Mohd Salleh
and Muhammad (2008) further mentioned that private businesses get 70% while SIRCs only get 30% share
from the developed waqf properties. This can be negative to the welfare of the ummabh.

5.4 Waqf Enactment

The fact that each SIRC has its own law in managing waqf contributes to the slow progress in reviving waqf
properties in Malaysia. The SIRCs have State Islamic Administration Enactment or ‘Enakmen Islam
Pentadbiran Islam Negeri (EIPIN)’ but many do not have specific regulation on waqf, namely Waqf
Enacment or Enakmen Wakaf. Only a few SIRCs have Waqf Enacment. These SIRCs include Melaka, Negeri
Sembilan and Selangor. The Waqf Enactment defines aspects of waqf which include the type, SIRCs power,
administration of waqf, to name a few®. Without the presence of this specific Waqf Enactment, it will be very
difficult for waqf institutions to uphold and develop waqf properties.

In short, all issues above coupled with the unavailability to form a standard system for waqf management
restrict waqf institutions to progressively and actively develop waqf properties.

6.0 WAQF NEW MECHANISM

New measures have become intense issues in waqf development not only in Malaysia but also in most
Muslim countries as to revive the waqf system. In all the above discussion, wagqf is categorized into various
types where the most common categories are those of landed properties. As indicated earlier, there are two
types of waqf;, general and specific. These two types are further classified into movable or immovable
properties. The debate on the movability of the waqf properties still persists especially there are contradictions
between the scholars on the Islamic principle supporting it. The movability in the waqf system is highly
supported by the Ottoman Sultans who believed that the fund obtained from the movable waqf properties are
used for the expansion of Islam in Europe (Chowdury et al, 2011; Cizakca, 2004, 2010). The Malaysian
Fatwa Committee Council also confirmed that cash waqf, one form of movable waqf, is allowed to be
endowed (Chowdury et al, 2011). The below chart specify the three diverse aspects of waqf system in the
Islamic Jurispudence.

% Interview with JAWHAR
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Figure 2: Categories of waqf

Waqf
Timing Purpose Object
Permanent Temporary Family Charity Movable immovable
general specific

Source: Chowdury et al (2011)

It is to some researchers’ opinion that the movable waqf should be given serious attention. They believe that
to develop the full potential of waqf properties to generate income, the orthodox treatment of them shall be
replaced by new innovation of waqf. To materialize this new vision, movable waqf shall be allowed to be
endowed freely without restricting waqf properties to immovability status only. As such, this section briefly
laid down the notion of movability in waqf management. It is a point to mention that there exist interrelations
between these mechanisms as discussed next.

6.1 Cash Waqf

Most Muslims believed that waqf endowment shall be in the form of properties since properties meet the
conditions of perpetuity, irrevocability and inalienability. Little do the Muslims know that properties can be
demolished and destructed due to natural mishap and thus the value of the properties can be diminished. Due
to this reason, it is crucial to look into cash waqf as an alternative to waqf properties where the value of waqf
can be enhanced through proper management. Cash waqf is more constructive as compared to land, books,
buildings and it is reckoned to be lucrative in the modern Islamic financial system practices. As cash waqf
does not involve land, many Muslims can participate in the waqf endowment regardless of their financial
position as long as no shariah principles are violated (Chowdury et al, 2011).

The society can easily join the cash waqf as they are only required to donate their money by way of cash or
make the payment through bank accounts via e-waqf facility. The fund collected from the society will be
managed by the nazir who acted as an agent to the waqif based on the wakalah contract where the nazir route
the fund for the identified projects and any balance will be reverted back to the fund for future undertakings.
Practically, the wakalah contract is applied in the implementation of cash waqf because the waqif permission
is not required to run the activities and projects under the waqf agreement (Jalil & Ramli, 2008). The nazir is
solely responsible to manage the fund as long as the objectives of the waqf are sustained.

Another example is cash waqf through deposits as practiced by a mosque created under the existing waqf.
When the mosque is in need of fund, it can simply apply a beneficiary account with the bank or get a new
account of a newly created waqf. Another way is for the mosque to solicit donation for additional fund for
maintenance of the mosque through displaying its account number to the public at its premise. Often, there
will be a number of people willingly donate to the mosque for this purpose. If in any case, a smaller amount
of money is donated or when the waqif does not have any beneficiaries in mind, the waqif may select from a
list of existing or future development projects of the bank dealing the waqf certificate where the waqif will
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eventually leave the bank to make decision on his behalf (Karim, R, n.d). Here, the bank will position itself as
the mutawalli for the waqf. The model for the abovementioned is tabled below.

Figure 3: Product model-public waqf

D .
epositor P Bank 2-The bank manages the capital on behalf of
v the waqif
1-The founder deposits money into Capital
cash wagf based account * 3-The capital is invested
Investment
l 4-The Cash waqgf account earns profit thru a
mudarabah account

Cash waqgf Account

5-The proceeds will be used for charitable
purposes or purposes specified by the waqif

Charity Projects

Source: Khademolhoseini (n.d)
6.2 Waqf-Shares

Wagqf share works closely with cash waqf concept. This means there is no physical donation of property but
cash. The availability of waqf share, like cash waqf, gives opportunity for all Muslims to participate
regardless of status. It will eliminate the notion that only the wealthy persons can make the waqf endowments.

An individual will buy shares-amount must be affordable to all- from specified religious institutions. A
certificate is issued to the individual, in this case known as wagqif or founder- where the name of the wagqif
will be written on the certificate as proof that he purchases the share with specific amount. The shares will be
endowed to the specific religious institution who acts as a mutawalli to manage the collected fund. The funds
or revenue collected then will used for charitable purposes. The model of waqf shares is stipulated in the table
below. Not only Malaysia used this model but also other countries such as Indonesia, Sudan, Kuwait and UK.
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Figure 4: Waqf Share Model-Public waqf

Shareholders/Wagif/Founders buy waqf
shares from specified religious institutions

v

Puchased waqf shares are endowed as waqgf

to the religious institutions
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The religious institutions manage the funds

collected |

v

The fund/revenue generated are used for

charitable purposes

Source: Khademolhoseini (n.d)
6.3 Corporate waqf

Ibrahim and Ibrahim (2013) pointed that development of waqf is not confined to immovable property such as
land. Steps have been taken to introduce more contemporary waqf development. As mentioned earlier, cash
waqf and wagqf share are two of the new mechanisms in waqf development. These two mechanisms are more
to individual’s participation. The most contemporary and most discussed mechanism in waqf development,
however, is corporate waqf where cash waqf and waqf share are also utilized in its application. Corporate
wagqf is an innovative mechanism in generating income for the benefits of most society in the form of cash
waqf, waqf share and other assets investment methods. It is an initiative in combining perpetuity
characteristic of waqf to achieve the power of entrepreneurial dynamism’. Example of corporate wagqf is
evidenced in some of the Muslims countries such as JCorp in Malaysia and Warees Plc in Singapore.

In line with corporate waqf principles 1) to create an Islamic institution catering to the society’s need with
element of corporate entity 2) to carry out the responsibility to the ‘ummah’ for eternity 3) to voluntarily share
wealth, time and expertise 4) to generate wealth and protection of the income, and 5) to establish an
incorporation instrument that is trustworthy and wholly; the objectives of corporate waqf are (Ministry of
Finance, 2011):

1. Ability to expand and generate wealth for individuals, private and public sector in global arena
2. Professional management

3. Preservation of the ummah economic ownership through protection of the assets

4. Released of the ummah’s undeveloped assets

5. Strengthening of the ummah’s economic welfare

6. assist government in nation’s development and reduction of spending, deficit and debts

7 Ministry of Finance (2011)
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Corporate waqf is popularly discussed as the tools to give new meaning in generating income to improve the
economy of the ummah. Most importantly, its application is not against the principles of wagqf. It is expected
that all issues pertaining to waqf management such as management negligence, flaws and ineffectiveness can
be solved through corporate waqf.

In short, the three mechanisms, cash waqf, waqf share and corporate waqf- are new innovation in waqf
development in the new era. Nevertheless, the applications of these mechanisms are not without
controversies. It is important to mention that cash waqf utilization in the waqf system received a lot of debates
among the figh scholars and modern scholars alike. Historically, cash waqf exist and accepted in many
Muslim countries as way back as the 15™ century to the 16™ century. Not only it deviates from the three
conditions of waqf-perpetuity, irrevocability, inalienalility- but also, the nature of the management of cash
waqf which involve some form of interest bearing become the disputes which persisted from the 16™ century
till the twentieth century (Cizakca, 1998). Despite this disagreement among the figh experts, Majid
Khademolhoseini (n.d) noted that cash waqf, waqf share and corporated cash waqf are acceptable in many
Muslim Countries albeit ongoing debates on them.

7. CONCLUSION

Majority of Muslims aware that waqf is to help the poor and needy. This historic belief of waqf is one big
factor to the many problems occurring as we reach the era of millennium. Conservatively, most waqf
properties are used to develop mosques, surau and religious schools. Many Muslim countries refused to bulge
from the tradition system of waqf, fearing any changes made to its system will violate the shariah principles.
No doubt, changes made on the waqf development and management erected new meaning and understanding
that needs to be understood and accepted by the Muslims as a whole. Malaysia is no exception to this
situation. Problems pertaining to wagqf that arise in Malaysia almost replicate those of other Muslim countries.
Hence, Malaysia is also in active search of ways to improve its waqf development.

It is mentioned by Alhabshi (1991) that estimated 90% of all waqf proclaimed for religious purpose where
only 10% can be used for other purposes. Judging from the number, nothing much can be done to improve the
development of waqf for the philanthropic and economic improvement of the ummah. But according to
Rashid (2011), even 10% of all waqf properties can be developed due to urbanization and a rise in property
valuation and rentals. He further mentioned that the average rate of return of investments made in developing
wagqf can give returns between 20-25%. As such, it is worth the time and effort to seriously look into the new
ways in developing the waqf. Notwithstanding, there exists many new mechanisms of waqf which are
creative and innovative in generating better income for wagqf, still there are slow incoming due to reluctance
in changing the old system. Malaysia cannot afford to lose all the time and possibilities in gaining income
from the many underdeveloped waqf available in all the states. It is beyond words what can be achieved from
developing the underdeveloped waqf properties. In India, for example, 100 waqf properties developed
increased nearly 1900% in revenues (Ibrahim & Ibrahim, 2013; Rashid, 2011).

In summary, maybe it is not fair to solely put full responsibility to the religious councils. The government and
the Muslim society should also be involved in finding the best way to develop waqf properties in Malaysia.
The changes made to waqf system not only involve the changes to its administration and implementation of
the waqf properties, but also, all parties need to combine effort in finding the best policy that can be applied to
the existing way of their waqf management. There are many papers written on the participation of Islamic
financial institutions in providing fund to develop waqf properties. Here, it is evidenced that developing waqf
properties are not small matters in hand. All parties should lend their hands to be realize what Rashid (2011)
expressed as “only sky is the limit in the waqf development’.
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PERSPECTIVE OF SIYASAH SHAR’TAH IN APPLICATION OF CASH WAQF TRANSFER
FOR ISLAMIC FINANCIAL INDUSTRY: INDONESIAN STUDY CASE

Ahmad Mikail'

ABSTRACT

World has become witness for the Indonesian rapid economic growth todays. This rapid economic
growth has elevated most of their population standard of living. Nevertheless, this rapid economic
growth did not guarantee every citizen in this country live properly. About 35 percent of its population
lives with income less that 2 dollar a day. Hence, Poverty is the major problem for Indonesia since this
country reached their independence. As most populated Muslim country in the world Indonesia has a
lot of opportunity to eradicate poverty by using its Islamic heritage policy. Waqf is the one of the
several priceless Islamic heritages that can be utilized for Muslim in Indonesia to tackle their classic
problem. Moreover, Muslim in Indonesia has a chance to maximize the momentum of rapid growing
of Islamic finance industry by introducing once again waqf as the tool for poverty problem. The
unique characteristic of waqf, perpetuity and temporary concept, that inherent with waqf itself can be
strengthened by offering applicable method that can be matched with Islamic financial industry
todays. Several methods have been offered by many Muslims scholar in the world to re-juvenile the
wagqf into the Muslim economic activity. One of the most populist is cash waqf transfer. This method
is more concern upon return on investment and cash collecting as main source of waqf fund. This
concept can be combined by utilizing the Islamic capital market that growing fast recently in
Indonesia. The objective of this paper is trying to review the concept of cash waqf transfer and its
implementation in Indonesia. Furthermore, this paper also attempt to explain perspective of syiasah
shari’ah in application of cash as medium of waqf. Based on library research method, this paper found
that cash waqf transfer has been implemented in several private waqf institutions in Indonesia. Lack of
government support and participation consider as two main reasons of the low level of cash waqf
collection.

Keywords: Indonesia, waqf, cash waqf transfer, Islamic financial industry, Siyasah Shari’ah.

1. INTRODUCTION

Indonesian has good experience for developing their country from one of the poorest in Asia to
become the member of G-20 in 2011. However, Indonesian rapid economic growth is proven not
capable in ensuring the prosperity of the people since its independence. Based on World Bank data,
the poverty has been decreased significantly from 85 percent in 1990 to 18 percent in 2010.
Nevertheless, the massive numbers of Indonesian people live under the 2 $ poverty line still continues
following the diminishing rate of Indonesian economic growth since 1997. The proportion of
Indonesia people live under 2$ a day still reach 45 percent in 2010. Graph.1 shows us the progression
of Indonesian poverty line from 1990 to 2010.

Furthermore, the inequality within the society also becomes major problem in Indonesian economy.
Gini coefficient index shows increasing level from 0.34 in to 0.44 in 2010. Form this information we

' Ahmad Mikail Zaini is currently a Master of Economics student in Faculty of Economics and Management Science,
International Islamic University Malaysia. Contact: ahmadmikailzaini@gmail.com.
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can infer that the economic growth does not guarantee people in Indonesia prosper together. Inequality
situation might bring social and political problem in Indonesia such as crime, chaos, and
disintegration. The limitation of government budget, corruption and lack of national insurance also
create worse condition for poverty alleviation in Indonesia.

Figure: Indonesia Head Count Poverty Percent of Population
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Source: World Data Bank, 2013.

This situation might be handled by Indonesia if the people want to participate together to against the
poverty. Indonesia has lot of potential resources that can be used to overcome this situation. Beside its
abandon of natural resources, Indonesia has also good potential resources to against the poverty by
active participation of Muslim society. Indonesia is the most populated Muslim country in the world.
This condition should be maximized by Muslim people to erode this problem by implementing holistic
approach of Islamic Economic system.

Islamic economic system has different goal than any other economic system in the world. The holistic
approach that defining by Magasid Shariah or the objective of Islamic law ensures the goal of Islamic
economic system not only achieving economic growth but also justice and equality among people. The
concept of Maslahah or beneficiary can be attained by protecting five values: life, lineage, wealth,
intellect, and religion. One of the main characteristic of Islamic economic system is voluntary sector
based’. Voluntary sector play important role in achieving magasid shariah through several instrument
such as zakat, wagqf, infaq, and sadaqat. It is called third sector because it is different with government
and private sector. Private sector works because of the profit motive so the allocation and distribution
function in economics was generated by market mechanism. Meanwhile, Government institution plays
to correct the market mechanism when allocation and distribution function is not worked efficiently’.

We can find voluntary sector in conventional economics like endowment fund. Nevertheless,
endowment fund in conventional system works based on altruism motive. In Islamic society voluntary
sector works based on seek of Allah blessing. One of the main significant sources of funding for this
sector is Wagqf. It has played significant role in Islamic society since the era of Prophet Muhammad
(Pbuh). The history of Waqf in the economic activity is as long as the history of Islam. Waqaf have
been practiced by Prophet Muhammad (pbuh) and his companion since the beginning of Islam®.

2 Ziauddin Ahmed, et.al, “Fiscal Policy and Resource Allocation in Islam,” (Jeddah: International Centre for Research in
Islamic Economics, 1983).:17

* Ibid.p.18

4 Monzer Kahf, “Towards the Revival of Awqaf: A Few Fighi Issues to Reconsider,” (Presented at the Harvard Forum on
Islamic Finance and Economics, 1999).:10
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Unfortunately, the western colonization had reduced the role of Waqf in Muslim society and the
critique from western orientalist about the concept of Waqf as the source of corruption had totally
reduced wagqf institution in Muslim countries’ Now days, many people even could not understand what
actually the concept of waqf is. With the rapid development of economic activity in many Muslim
countries and the awareness of the important of Waqf Muslim country has tried to revive the waqf
institution once again. The main problem that face by many Muslim in Indonesia to improve the role
of waqf in Muslim society today is the awareness of Muslim people in Indonesia about the benefit of
wagqf. Besides, people are not well educated about the concept of waqf itself. For majority people waqf
is identic with land, building, mosque, and any other fixed asset.

In recent days, Muslim scholars try to revive wagqf institution trough several concept one of the most
famous method is cash wagqf transfer. We can define cash wagqf transfer as charitable endowment or
mobilizing fund for certain purpose through cash capital’. This method is famous because the
flexibility of cash capital. Through cash waqf transfer nadzir or the person who manage waqf asset
might manage the asset easily. Cash wagqf transfer not only limited with transferring cash but also
transferring any other asset which allowed by shariah principle such as stock, sukuk, deposit
certificate, and hajj saving certificate’.

The development of Islamic financial institution in Indonesia now day has support the implementation
of cash waqf transfer in several Muslim countries. This momentum should not be ignored by Muslim
people in Indonesia. Islamic financial institution like Islamic capital market and Islamic bank should
be integral part for developing voluntary sector in Indonesia. These institutions should play as
intermediary channel for rich people in Indonesia to waqf their wealth. The graph.2 shows us the
growth of Islamic bank asset, financing, and third party fund in Indonesia. The average growth of
Islamic bank asset increases around 40 to 60 percent a year. The third party rose rapidly from just Rp.
1 trillion in 2000 to Rp.102 trillion in 2011.

That number show us how huge the potential amount of money that can be collected from the third
party to finance the voluntary sector in Indonesia. Moreover, we can use this potential by offering
wagqf contract for some rich depositor in Islamic bank for poverty reduction purpose. With this kind of
effort we can revive and modernize once again waqf institution in Muslim society.

Aside from Islamic bank, Islamic capital market is also the potential institution in Islamic financial
industry. Islamic capital market has been growing significantly in Indonesia. With average growth 40
percent each year, Islamic capital market has potential place for Muslim to revive waqf institution in
Indonesia. Based on graphic.3, the total capitalization of Islamic capital market reached Rp.1671
trillion or US$ 167,1 billion increasing rapidly from only US$7.8 billion US$ in 2000. This rapid
growing indicate how big money that can be collected if there is good institution that provided by the
Indonesian government or private institution for altruism purpose.

> Ibid.p.13

® Murat Cizaka, Incorporated Cash Waqf and Mudarabah, Islamic Non-Bank Financial Instrument from the Past to the
Future?”(Presnted in International Seminar on Non-Bank Fiancial Institution, Kuala lumpur,2004):1

" Dodik Siswantoro and Miranti Kartika Dewi.” The effectiveness of Wagqf Raising through Mutual Fund in Indonesia,”(
Jakarta: Department of Accounting Faculty of Economics University of Indonesia,2006):4
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Figure 2. Growth of Islamic bank industry in Indonesia from 2000 to 2011

(Trillion Rupiah)
140 1.2
120 -+ -1
100
- 0.8
80 — Asset
0.6
60 s Third Party fund
0.4 == financing
a0 -
— 550t growth
20 0.2
U 1]

Source: Bank of Indonesia, 2013.

Figure 3. Capitalization of Islamic Capital Market in Indonesia from 2000 to 2012
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Source: Indonesian Financial Authority, 2013.

Regarding above explanation, we know the valuable potency of Islamic financial industry in
generating cash wagqf transfer in Indonesia. This potency should not be ignored by Indonesian
government and Muslim society to accelerate poverty alleviation. Nevertheless, the implementation of
cash waqf transfer is not immune with several obstacles. The lack of government support in
constructing silent nadzir institution in Indonesia and figh issue related cash waqf concepts are several
issuesvthat faced by the society today. In this case the framework of siasah syar iyyah plays important
role to analyze these problem. By definition of Ibn Qayyim, “siasah syar’iyyah is any measure which
actually brings the people closest to the beneficence (salah) and furthest away from corruption (fasad)
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partake in just siyasah even if it has not been approved by Prophet (PBUH) nor regulated by Divine
revelation. Anyone who says that there is no siasah syar’iyyah where the shariah itself is silent is
wrong and has misunderstood the companions

That definition explains that the ruler, in this case Indonesian government, can take any measure to
reach maslahah for its people and reduce mafsadah or any obstacle that arise in implementation of
cash waqf transfer in Indonesia of course with several steps that allowed or not contradict of shariah. It
is interesting to inform what kind of obstacle that faced in implementing cash waqf transfer in
Indonesia and what is jurist opinion about this method. According to these reasons, this paper tries to
explain and review clearly the concept of cash waqf transfer and its implementation in Indonesia.
Moreover, this paper also tries to analyze the concept of cash wagqf transfer from syiasah shariah
perspective.

2. LITERATURE REVIEW

In this part, the author try to explain the definition of waqf, its general principle, institution, and
concept of cash waqf transfer. The sources of this part come from several journal and books.

2.1. General Concept of Waqf

Firstly we have to identify what is the meaning of waqf. “Literally waqf means to stop, to hold, to
restrain , to detain , or to prevent, such as saying ,"’ preventing from disposition.” In Islamic law ,
wagqf refers to irrevocable dedication of a portion of ones wealth for the purpose of expending its
usufructs to legitimate causes or charitable and righteous ends with the overriding objective of getting
closer to Allah’. By this definition we can infer that waqf has different characteristic with any other
charitable gift. It has stock concept then flow concept. The principle of waqf asset must be hold and
the usufruct or the return of that asset can be used for charitable purpose.

In Islamic history Waqf has play a crucial role. It is help not only to build mosque but also to create
job . “Wagqaf institutions also contributed significantly in taking care of orphans, widows,
handicapped and the old; by providing them with food, shelter and all the basics they needed. There
were also some waqf for animals and dead people; for instance, and during the Mamluki era in Egypt,
a whole Wagqf institution cared for funeral ceremonies for the aliens, and another one cared for cats
and dogs. Awqaf helped also in providing job opportunities for the jobless, for example, in Turkey
1931, the Turkish Awqaf hired over 13% of the working power in the country”'’From Islamic
jurisprudence, wagqf can be classified into three aspects: time, purpose, and object matter of wagqf''.

* Time: we can divide waqf based on how long the waqf asset invested in waqf purpose. When one
person decided to waqf his asset forever for certain purpose, we can classify this as permanent
wagqf. Based on Malikiyyah if some on decide to waqf his asset for certain period of time and take
back the usufruct or the ownership of his asset before for his pleasure, it can classify it as

8 Mohammad Hashin Kamali, “Siyasah Shari’iyyah or the Policies of Islamic Government,” the American Journal of Islamic
Social Sciences, vol. 6 no. 1 (1989): 1.

° Mek Wok Mahmud and Sayed Sikandar shah. Optimization of Philanthropic Waqf: The Need for Maqasid-Based
Legislative Strategies,

http://webcache.googleusercontent.com/search?q=cache:u6cfn8 Vm9f0J:www.iefpedia.com/english/wp-
content/uploads/2010/01/Optimization-of-Philanthropic-Waqf-The-Need-for-Maqasid-based-Legislative-Strategies-Dr.-Mek-
Wok-and-Dr.-Sayed-Sikandar-Shah1.doc+&cd=1&hl=en&ct=clnk&gl=my (accessed March 3rd, 2013).

1% Ahmed Habib. “Role of Zakat and Awgaf in Poverty Alleviation”,( IslamicDevelopment Bank, 1st edition,
2004).p. 3.

" Abdullah Jalil and Asharaf Mohd Ramli., Wagqf Instrument for Construction: An Analysis of Structure,
http://www.academia.edu/504004/WAQF INSTRUMENTS FOR CONSTRUCTION CONTRACT AN ANALYSIS OF
_STRUCTURE (accessed March 3rd, 2013).
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temporary waqf'~. For instance, when some on decide to waqf her building for mosque purpose for
one year then take back his asset after that is what we mention as temporary waqf.

Purpose: the intention of using the usufruct of waqf asset can be classify as two main categories
family waqf and full charity purposes. In family waqf the usufruct and the ownership of the asset is
still hold by family member of waqif or the person who waqf his asset. The usufruct of that asset is
used to family member pleasure. In full charity waqf the ownership of the asset and the usufruct of
the asset are transferred to nadzir or the institution which manage asset of waqf. The purpose of this
wagqf can be specific or it can be general for social welfare.

Object: the object of waqf or the asset of waqf can be classified as two main categories. The first
one is moveable asset such as cash, book, valuable certificate, etc. the second is immoveable asset
such as building, land, mosque, and house”. The graphic bellow shows us the summary of

categories of waqf.

Figure 4. The Categories of Waqf in Islamic Jurisprudence
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Source: Abdullah Jalil (2010) '
2.2. The Characteristic of Waqf

Based on classical jurist Wagqf has three main characteristic'”. Irrevocability means lack of power of
wagqif to revoke his donation at any time. In other word when someone has decided to waqf his asset,
he could not revoke the ownership of his asset for his pleasure. The second characteristic of waqf is
perpetuity which has three definitions “once the declaration of waqf'is made by the donor, a legally
binding waqf os automatically effected. Second, that waqf cannot be constrained by time and
temporariness. Third, the subject metter of the wagqf should remain so forever”'’,

 bid, p. 2.
13 Ariff hidayat Ali,”Wagf ontinued Relevance as The Third Sector in Term of Mobilizing Resources for Productive Use in
Islamic Economic Sytem,”(Malaysia: The Global University in Islamic Finance,INCEIF).10
4 Abdullah Jalil, ibid., p. 2.
!5 Mohammad Tahir et.al, Obstacle of the Current Concept of Waqf to Development of Waqf Properties and The
Eecommended Alternative”, http:// eprints.utm.my/501/1/27-38.pdf (Accessed June 1st 2013).

Ibid., p. 29.
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This definition shows us the rigidity of waqf asset. By this definition the ownership and the usufruct of
wagqf asset could not be changed. The interpretation of perpetuity concept creates some different idea.
Jurist has some different position regarding perpetuity of the asset. Kahf argued that the perpetuity of
subject matter of waqf can be changed as long as the usufruct of the asset or mal still at the same
purpose'’. He insists that as long as the principle of the asset preserved there is a room for changing
the object of the asset. The third characteristic of waqf is inalienability. It mean “after a valid
declaration is made, the subject matter of waqf passes out of the ownership of the waqif and it cannot
be alienated or transferred either by wagqif or the mutawalli or nadzir"*. Even for family purposes the
wagqf asset could not be hold by the name of waqif. There should be legal transfer of asset from waqif
to society.

2.3. Institution of Waqf

There are several individual or parties who get involved in waqf process. The first one is the founder
or the person who waqf their asset called al-waqif. This person must have several criteria such as an
adult, be sound of mind, capable of handling financial affairs; not under interdiction for bankruptcy"’.

The second is the property or object matter called al-mawgqiif or al-muhabbas. There are several
requirements for object matter: al-waqif must have control over the object matter, the objects should
be allowed in Islam, the object should be clearly defined, and the purpose or intention to wagqf this
object must be clearly stated. The third one is an administrator called razir or mutawallt or kayyim.
This administrator or manager of waqf asset could be a person or institution. Wagqif is given the right
to choose the administrator of his waqf assets.

Figure 5. The Grant Concept of Waqf

Wagqif: Waqf Property: Nadzir/Kayyim: Beneficiaries:
Personal or » -Movable » -Personal » -Family
-Immovable -Institution -General

Group

Source: Author’s Own

2.4. Cash Waqf Transfer Concept

The cash waqf transfer is one method of waqf which popular today although the history of cash waqf
transfer can be trace back to ottoman era®. This method became popular among philanthropy in
Ottoman era even there are some critique about the implantation of cash wagqf transfer. They argued
that if someone already gave their asset for waqf purpose then the asset belongs to Allah and could not
be transferable to third parties’. According to Cizakca during the ottoman time philanthropies give
cash waqf to some borrowers and let the borrower used the usufruct of that money. The borrower then
used their house as the collateral to the waqf institution. As long as the borrower keeps the money they
obligated to pay rent for their house that they allowed to use. When they pay the loan back they can
take the ownership of their house again®.

7 Ibid., p. 29

'8 bid., p. 30.

1 Arif hidayat ali,Ibid., p.11
2 Murat Cizaka, ibid..p. 2.
2 bid., p. 2

2 Ibid., p. 3
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This rental amount that they have to pay is similar with usury. This condition arise some critique about
its implementation that close with riba. Based on this experience Imam Zufar approved the
implementation of cash waqf as long as it was invested under mudarabah contract. According to
Cizakca musyaraka and mudarabah contract are the two contracts that can be used to avoid back door
riba and reduce agency problem. The profit from mudarabah or musyarakah contract can be used for
wagqf purpose and these contracts also avoid cash waqf asset from riba practice.

The main ide of cash wagqf transfer is maximizing the flexibility of cash as a liquid asset. With transfer
of cash nazir will manage the waqf asset easily for attaining the waqf objective. The cash waqf also
create opportunity for nazir to invest in several sectors that could bring more benefit. One of the
pioneers in cash waqf transfer is social investment bank in Bangladesh. Dr. Mannan as founder and
chairman g)f this bank is one of the Muslim scholars who implement the concept of cash waqf transfer
in real life™.

According to him the cash wagqf transfer concept can be strengthened by issuing cash waqf certificate.
This leads to securitization of Islamic voluntary sector. With the cash waqf certificate it will increase
the interest of the people to waqf their small amount of money. This also can pool that money in
several purpose and increase good governance in maintaining waqf asset. Mannan gives several
guidelines governing the issuing of cash waqf certificate™:

1. Cash-awqaf'shall be accepted as endowment in conformity with the shart a. The bank will manage
the waqf on behalf of the wagqif;

2. Awqaf are done in perpetuity and the Account shall be opened in the title given by the wagqif;

3. Wagqif will have the liberty to choose the purpose (s) to be served, either from the list of 32 purposes
identified by SIBL as noted later or any other purpose(s) permitted by the sharica;

4. Cash-waqf amount will earn profit at the highest rate offered by the bank from time to time;

5. The waqf amount will remain intact and only the profit amount will be spent for the purpose(s)
specified by the wagqif. The unspent profit amount will automatically be added to waqf amount and
earn profit to grow over time;

6. Waqif may also instruct the Bank to spend the entire profit amount for the purpose specified by
him/her.

7. Wagqif will have the opportunity to create Cash-waqf at a (later?) time. Otherwise, he/she will
declare the amount he/she intends to build up and will start with a minimum deposit of Tk. 1000/= one
thousand only (or equivalent foreign currency). The subsequent deposits shall also be made in
thousand or in multiples of thousand;

8. Wagqif shall also have the right to give standing instruction to the bank for regular realization of
Cash-wagqf at a rate specified by him/her from any other a/c maintained with SIBL;

9. Cash-wagqf shall be accepted in specified endowment receipt voucher and a certificate for the entire
amount shall be issued as and when the declared amount is built;

2
Ibid., p. 3
* M.A.Mannan,”Cash Wagf Certificate Global Opportunities for Developing The Social Capital Market in 21first century
Voluntary-Sector Banking( Proceeding of the Third Harvard University Forum on Islamic Finance: Local Challengs, Global
opportuuties Cambridge, Massachusetts, Center for Middle Eastern Studies, Harvard University.1999pp.23-256):243
25 11
Ibid., p.251
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10. The principles and shara-based rules of Cash-waqf Account are subject to amendment and review
from time to time

From above explanation we can contract the concept of ideal cash waqf transfer method. The
following picture shows us the flow of money in cash wagqf transfer model. We can infer form this
picture that the waqf money can be invested in social project and profitable investment. The profitable
investment such as investment on industry, agriculture, and service sector can help financing the social
project. The consideration of high cost of managing social project can be overcome by the profit
which generate by private investment. Furthermore the implementation of financing under musyarakah
and mudarabah contract is considered as the way to avoid practice of riba by social investment bank.

Figure 6. General Concept of Cash Waqf transfer
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3. RESEARCH METHOD

This study uses library research method in collecting the data which relevant with application of cash
wagqf transfer. The data is collected from relevant literature such as journal, books, and other related
materials. Several paper show how the concept of cash waqf transfer has been implemented in such
countries like Indonesia, Malaysia, and Singapore. Moreover, jurist’s point of view related with cash
wagqf transfer is also gathered to inform us the figh issue in cash waqf transfer.

a. Implementation of Cash Waqf Transfer in Several Countries

Malaysia

Malaysia is one of the leaders of Islamic financial industry in the world. With several Islamic
institutions Malaysia continues to develop Cash waqf method for several purposes. Government
actively encourages the development of waqf institution like establishment of department of waqf,
Hajj, and Umrah in 2004 under the ministry of finance. Furthermore, Johor Corporation as quasi-
governmental body in 2006 establish corporate waqf share by its subsidiary in Kuala Lumpur, Waqf
An-Nur®®. The establishment of several clinic of An-nur shows the commitment of this corporation to
develop the role of wagqf.

Beside for allocation purpose, cash waqf transfer can be used for economic growth objective. Malaysia
tries implementing this relatively a new way to help micro and medium enterprises (MME’S). The
purpose of cash wagqf transfer is to provide financial assistance and develop financial service for
MME’s in Malaysia. Several methods are offered by the scholar to collect and generate fund from
society and MME’s and MME’s stakeholders to improve the adequacy of fund. For building the cash

% Ariff Hidyat Ali, ibid., p.16
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waqf in Malaysia Lahsana suggested the cooperation between several institutions is needed. SMIDEC
Stand for Small and Medium Industries Development Corporation (Malaysia) is the main important
institution to insist this model work®’,

Several steps are needed to construct the cash waqgf transfer for MME’s™. Firsly, the SMIDEC has the
obligation establishing the cash waqf and create deposit account for every SMIDEC member.
Secondly, SMIDEC make Appointment of trustee with the founder of the cash waqf (fund
management to invest the capital). Thirdly, the SMIDEC mobilize the fund by attracting several
institution like SME members in SMIDEC, NGO, financial institution, Government, etc. Fourthly, this
fund can be used to investment in debt financing like murabaha, BBA, Ijarah financing. Otherwise,
this fund can be invest in equity financing like musyarrakah and mudarabah financing.

Lastly, the distribution of the profit according to SMIDEC member’s terms and according to the
accounts of cash waqf management. This concepet that create by lahsana can solve the problem of
high risk financing contract like musyarakah and mudarabah financing. The MME’s in Malaysia
always faces the difficulties when they ask for this contract financing because agency problem that
inherent with profit and loss sharing contract. With chash waqf some of this problem can be solved.

Singapore

Singapore institutionalize it waqf under the Majlis Ugama Islam Singapura (MUIS). Tis institution is a
statutory body under the Ministry of Community Development youth and sport (MCYS)”.The
administration of Muslim act (AMLA) in 1968 is a basis for Muslim in Singapore to establish waqf
institution. The sources of financing for several waqf project in Singapore are financed by Sukuk
musyarakah bond and cash waqf method. By this method Muslim in Singapore can directly
participated in monitoring and maintaining waqf project.

According to Hanefah In 2007, the pre —tax income received by the Waqaf Funds is $98.9 million
increased from $6.3 million from 2006 because of an increase on the fair value of investment
properties. The total capital owned is $365.4 million and the asset revaluation reserve is $8.4 million.
The accumulated funds received are $341 million increased from $130.7 million in 2006.

Indonesia

Indonesia is one of several countries which already implemented cash waqf transfer method to finance
several social projects especially for poverty reduction and reducing inequality. Indonesian
government already established the regulation for cash waqf activities since 2004. Waqaf act no 41
2004 has become basis for several institution to collect and spend cash waqf in Indonesia. This act
clearly stated that sources of waqf can be tangible asset such as money, stock and securities. One of
the leaders for waqf institution is Tabung Waqf Indonesia (TWI). TWI is independent private
institution which establish as initiation of Dompet Dhuafa. Beside TWI there are several private waqf
institutions such as center for justice and Caring of Ummah, and Caring of Ummah Darrut Tauhid™.

Although Indonesia is most populated Muslim country the awareness about cash wagqf transfer is leave
behind. This condition happened because the people are not really familiar with the concept of cash

7 Lahsana, Ahcene.”The Role Of Cash Waqf In Financing Micro and Medium sized enterprices (MMES)”.(Paper was
Presented in Seventh International Conference-the Tawhidi Epistemology Zakat and Waqf Economy.Bangi. 2010): 105.

2 Ibid., p. 105.

2 Hajah Mustafa Mohammad Hanefah et al,”financing the development of Waqf Property: The Experience of Malaysia and
Singapore”,(Malaysia: Faculty Ekonomi dan Muamalat Universitas Sains Islam Malaysia).3

*% Ahmad Affandi and Diah NurhayatiNufus.”Analysis on Cash Waqf Return Fund Allocation in Indonesia: A case study in
Indonesian Waqf Deposit,”(Paper was presented in Seventh International Conference-The Tauwhidi Epistemology: Zakat
and Waqf Economy, Bangi, Bangladesh, 2010):121
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waqf’' because wagqf in Indonesia identic with fixed asset such as land, building and mosque. For that
reasons it is not easy way to inform Muslim in Indonesia about cash waqf transfer.

TWI as the leader in this sector spent the cash waq for productive and social sector. The allocation for
social sector is the major expenditure of TWI. Beside the collecting and spending activities, cash waqf
transfer can also be generated by Mutual Fund. In the case of Indonesia, Batasa Capital as nadzir for
individual investor transfers some fraction of money to Dompet Dhuafa.

Table 1. The Proportion of Cash and Mutual Fund

No | Cash Waqf | Mutual Fund
1. 10% 90%
2 30% 70%
3 50% 50%
4 70% 30%
5 90% 10%

Source: Siswantoro,2006

This Mutual fund base on fixed income basis where 80 to 100 percent of the fund from the investor is
allocated to Islamic bond including Repurchase Agreement (REPQO) and the rest is to Islamic Money
market ( Islamic Deposit). The rate of return is around 11 to 13 percent and the scheme offered to
investor in some combination of mutual fund investment and cash waqf transfer.

Fraction of money that distributed to cash waqf and mutual fund investment is predetermined before
the Mutual fund invested. That table shows allocation and investment scheme that offered by Batasa
Syariah.

From the explanation of Siswantoro above, we can infer that cash waqf can be generated by Mutual
fund concept and cash waqf collection as commonly used. Mutual fund concept is relatively new
method in Islamic world where nadzir maximize the rapid growing of Islamic capital market such as
Sukuk and Islamic share to generate cash waqf. The idea quite interesting because this scheme not
only can generate income for the investor of Islamic capital market but it also can increase the share of
voluntary sector based in Indonesia. Nevertheless there is some limitation of the development of this
scheme.

Based on Siswantoro, the transparency is really needed for the investor’s trust. Lack of transparency or
information regarding the management of cash waqf transferred will reduce new investor to come.
Moreover, government support regarding this concept is urgently needed. The placement of
government account in such Mutual Fund and will help the Batasa Syariah capital to generate more
money for cash waqf purposes. Besides, government can also help by securitizing idle asset owned by
government and use that cash collection for this mutual fund purpose.

3! Dodik Siswantoro, ibid., p. 4 .
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3.2. Opinion of Muslim Scholar about Cash Waqf Transfer

Cash waqf method can be implemented under the condition where the waqf asset in this case money
can be exchange with different asset that will generate income. This condition arise some figh issue
related the ahkam of exchanging waqf asset with other asset. Based on Fatwa Kedua Puluh Dua
Saham Wakaf dan Wakaf gentian: Muzarakah Jawatankuasa Fatwa Kebangsaan Bagi Hal Ehwal
Ugama Islam Malaysia, Malaysian government has allowed waqf ibdal to be implemented.

Jurist has different opinion about the akham on istibal. This word means change or exchange waqf
asset with different asset by selling or buying with other asset with the intention to keep and maintain
asset of waqf®>. Imam Abu Hanifah one of the classical jurists allowed istibal on wagqf asset. He argued
that istibal is allowed as long as it will bring more benefit. He also allowed to sale the waqf asset when
it is urgently needed™. Maliki schools also allowed this transaction under darurah condition. Several
jurists disagree with it. Imam syafii argue that waqf asset cannot be transferable because when it
already announce as waqf the ownership belongs to Allah and there is no room to revoke that asset™.
Imam syafii is also one of jurist who disallow cash as waqf asset”. Besides Syafii, Ibnu Qudamah is
also one of the jurst who disagree with cash waqf*®.

Regarding the need of cash waqf as the instrument of waqf Indonesian government has passed the
Wagqf act No.41 in 2004. In this act Indonesian government allow cash, valuable certificate, gold and
silver, land certificate, etc. this act is similar with other act in several countries which already allowed
cash as one of waqf asset.

4. RESULT
4.1 Issues Related Cash Waqf transfer in financial Industry

Several issues may arise regarding implementation of cash waqf transfer concept especially in
Indonesia. We can analyze this issue by each institution that must exist in waqf: waqif, Asset of waqf,
Nadzir, and portfolio investment.

*  Waygif: with the growing consideration of implementing shariah in recent economic activities, there
will be big chance for big corporation or international corporation deal with private waqf institution
in Indonesia such as TWI. The issue is how we decide that institution or corporation wagqf their
money for good purpose. Based on several endowment fund experience around the world, money
laundry activities did happen in the name of endowment fund. We don’t want the good intention of
establishing wagqf institution in Indonesia mislead by avoiding tax practice or money laundry
activities. According to this, selective criteria must be regulated by the government for
international and private institution that eager to waqf their asset in cash waqf method especially in
Mutual fund arrangement. According to this check and balance and transparency must be
implemented to avoid that case.

* Asset of waqf: based on Waqf act n0.41/2004, government allows several asset like cash, equity,
sukuk, deposit certificate, land certificate, etc as to be waqf. This certificate is representing the
ownership of some asset like equity and sukuk of several corporations. The screening criteria of
this portfolio must be done by nadzir such as Batasa Capital in receiving this portfolio. AAOFI has
already clearly stated what type of equity which categorize as shari’ah compliance. From that
criteria nadzir should receive the asset or certificate that categorized as shari’ah compliance asset.

32 Fatwa kedua puluh dua,”Saham dan Wakaf,”(Muzarakah Jawatankuasa Fatwa Kebangsaan Bagi Hal Ehwal Ugama Islam
Malaysia ke-4 pada 13 hingga 14 pril 1982):84

33 Fatwa kedua puluh dua.p.84

* Mohammad Tahir et.al, ibid., p. 3.

35 Ibid, p. 3.

3 Ibid, p. 4.
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In Indonesian context, stocks of corporations that list in Jakarta Islamic Index are preferable due to
its liquidity and its lower ratio of debt to equity.

* Nadzir: in the context managing asset of waqf, nadzir must keep the amanah of waqif. The
relationship of wagqif and nadzir in cash waqf transfer is based on trust and transparency. Once
nadzir violate the trust that already been transferred to him it will reduce the eager and participation
of people to implement waqf. Cash is a liquid asset which very difficult to trace. Accordinng to
this, TWI or Batasa Capital should create transparence and acceptable accounting method in
managing cash wagqf asset from wagqif. Moreover, the excessive overhead cost in managing waqf
asset should be avoided.

* Portfolio investment: manager of waqf asset should be selective in using and trading the portfolio
of their investment. Cash waqf transfer through Mutual Fund should be considered what type of
sukuk which tradable and non-tradable. Sukuk al-Ijarah, al-musyarakah, and al-mudarabah should
become prioritize because its limitation of figh issue regarding these type. Moreover, mudarabah
and musyarakah contract is preferable in mobilizing cash waqf for financing social project or
profitable project. TWI or any other private waqf institution should become pioneer in introducing
masyarakah and mudarabah type of financing amid Muslim people in Indonesia.

4.2. Government Role and implementation of Cash Waqf Transfer in Indonesia

Siyasah shar’iah or Islamic oriented public policy play an important role in analyzing cash waqf
transfer as one method that used amid revitalization of wagqf institution in Islamic world today. Kallaf
clearly denotes syiasah shar’iah as “administration of public affairs in Islamic polity with the aim of
realizing the interest of, and preventing the harm to, the community in harmony with general principle
of Shari’ah even if it disagrees with particular ruling of mutjtahidun”. Kallaf said siyasah shar’iah is
tantamount to acting on maslahah, or public interest’’.

We consider that the implementation of cash waqf transfer not immune with critique from several
jurist even from several classical jurist’. Nevertheless, the flexibility of cash that can be used and
generated to make profit for waqf purpose is considered bringing more maslahah for the ummah
today. By this method, we can also securitize idle asset into small numerator and sale it to potential
wagqif. The intention of this method is trying to capture common people to participate in waqf
activities and generate more income for poverty alleviation and social purposes. By its nature wagqf is
one instrument of Islamic teaching which protect five values of Maqasid Shar’iah: life, lineage,
wealth, religion, and intellect.

We have become witness how many maslahah which already been achieved by cash wagqf transfer in
Indonesia like financing school, poor district, rehabilitation of natural disaster victim, health center
etc. All of these actions are trying to protecting the life of the ummah, their knowledge trough
education, their wealth trough creating job, and their religion through mosque. In the framework of
syiasah shar’iah, it is the obligation of government to increase the participation of Muslim people in
Indonesia in waqf. It is not impossible to achive Aajihiyah (complement level), tahsiniyyah (desirable
level) of Magasid shari’ah trough active participation of Indonesian government and its dweller.

Based on Siswantoro, Indonesian government is not really active in helping the revival of waqf
institution. This is un-fortune condition while 30 percent of its citizen live less than 2 dollar a day. The
government of Indonesia should do more in supporting this method. Several ways can be done like
increase the advertising of cash waqf transfer by government body, encourage participation of people
who deposit their money in government bank, and encourage participation of investor in Islamic
capital market through issuing government waqf certificate.

37 Mohammad Hashin Kamali, ibid., p. 61
3 Dodik siswantoro, ibid., p. 4.

37



Aside from encouraging any measures that could close people to public interest, the ruler should also
take any measure that could further away people to mafsadah or corrroption. The key success factor of
implementing cash waqf transfer method lays on trust, transparency, and quality of nadzir in managing
cash wagqf transfer. Trust between waqif and nadzir is playing crucial role in order to increase
participation of people. Moreover, transparency is needed to encourage the trust of the wagqif to nadzir.
This is the role of the government to create transparence system in informing the citizen. Good
governance in nadzir institution is urgently needed. This is also the rule of government to reduce fasad
or corruption in society. Quality of manager must be another consideration of waqf institution
Indonesia. To implement just syiasah or siyasah adilah loyal and strength officer are needed”. The
loyal mean fear to misuse the amanah that already trust to them and strength is the capability of nadzir
in investing cash wagqf transfer. These two requirements must be attained to keep the existence of waqf
institution.

5. CONCLUSION AND RECOMMENDATION

The objective of this paper is trying to inform several objectives: review the concept of cash waqf
transfer, its implementation in Indonesia, jurist opinion about cash waqf transfer, and perspective of
syiasah shariah in implementing cash waqf transfer in Indoneia. From several explanations above we
can conclude some information regarding this topic.

The main objective of cash waqf transfer is increasing participation of Muslim in wagqf their money
through buying cash waqf certificate from bank or waqf institution. The cash will be mobilized to
financing social project and profitable project to support financing of social project. Several jurist
suggest the project must be implemented under musyarakah and mudarabah contract to avoid back
door riba practice.

Several jurists have different argument in analyzing the ahkam of cash as instrument of waqf. Syafii
schools tend to avoid the using of money as asset of waqf and prohibit changing waqf asset.
Nevertheless Imam Hanafi allows changing waqf asset to different asset as long as it bring more
benefit. Several countries has already allows the practice of cash waqf transfer such as Malysia,
Indonesia, and Singapore.

Several condition must be consider to success in implementing cash wagqf transfer such as criteria of
wagqif, quality and transparency of nadzir, and investment process that should be in line with shar’iah.
From the perspective of syiasah shar’iah the government should actively encourage the participation
people in waqf to achieve better maslahah. The silent regulation and transparency must be constructed
in order to increase participation of people.

Several recommendations can be addressed to government in order to achieve Magqasid Shar’iah.
Firstly, the government can help revive waqf institution by create strong regulation according
transparency and accountability of waqf institution. The government could help through providing
good manager in maintaining waqf asset. Secondly the government could participate by injection some
capital into the system to increase capitalization of waqf institution. Thirdly, government might
facilitate auditing program for waqf institution in Indonesia to improve transparency. Finally, the
government might help by improve socialization of cash waqf transfer in mass media or social media.

To conclude, how to improve participation of people can be main concern of Indonesian government.

% Mohamad Hashim Kamali, ibid., p. 67.
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THE FOUR-RS OF A WAQF IN ILORIN EMIRATE ECONOMY

Mufutau Ayinla Abdul-Yakeen'
Dr. Nasir Mukhtar Gatawa’
Prof. Chika Umaru Aliyu (Ph.D)'

ABSTRACT

Absence of a Wagqf for the entire people of Ilorin Emirate Economy (IEE) spurred this study. The Four-Rs
of establishing a Wagf'in Ilorin Emirate Economy (IEE) are the Rationale for, Riddles within, Remedies
for, and Reward accruable to the people of IEE if a Wagqf is organized. Books relating the existing
financial institutions and Wagqf are reviewed with reference to IEE. Participant, discussion and
observation methods are used to obtain cross-sectional data and analyzed via the major sources of Islamic
Economics. It is discovered that IEE possesses the wherewithal (Human, Islamic, Landed and Material
Resources) to establish a Wagf but there are some surmountable factors hindering its establishment while
the likely proceeds of Wagqf on IEE are inexhaustible. The inexhaustible contributions of Wagf'to the IEE
are also sustainable; will never lead to disinvestment; precedes and supersedes MDGs (Millennium
Development Goals); and gives hope to the hopeless; generates full employment of resources; harmonizes
the haves and the have-nots; increases output and productivity; stabilizes prizes of commodities, enhances
consumption, spending trading, income, savings, investments and even distribution of income among
other micro and macroeconomic objectives of every economists. Above all, Wagf would enable the
people of IEE to secure the Eternal Mercy of Allah (S.W.T). The study recommends prompt
establishment of a Wagf combining all residents of IEE, in order not to miss the sustainable and
everlasting benefits of a Wagqf on the IEE in particular and the entire world in general.

Keywords: IEE, Sustainable Development, Wagf

1. INTRODUCTION

The call for the establishment of a Fund for the development of the Ilorin Emirate Economy (IEE) by the
National or Chief Missioner of Ansarudeen Society of Nigeria, Sheikh Abdul-Rahman O. Ahmad in 2011
(Ahmad, 2011), reiterated by the current Grand Khadi, Kwara State Shariah Court, Justice Imam Fulani,
at this year’s Annual End of Ramadan Program, organized by Joint Committee of IEDPU Ilorin Branch
and National Council of Muslim Youth at the front of Emir’s Palace, Ilorin; formation of an Economic
Committee within the National Executives of Ilorin Emirate Descendants Progressive Union (IEDPU),
organization of a Workshop for Revamping Ilorin Emirate Economy and the speech of National President
of IEDPU, retired Justice Saka Yusuf (Yusuf, 2012) showed that there was no Wagqf in the IEE. These
showed that there was no Wagqf collectively owned by the stakeholders of IEE. Ahmad (2011) called for
the establishment of a Trust Fund or Common Purse for the development of the people of Ilorin Emirate.

1. Mufutau Ayinla Abdul-Yakeen teaches Economics at Economics Unit, CHMSS, Kwara State University, Malete. Ilorin, Nigeria.
2. Dr. Nasir Mukhtar Gatawa is a Teacher of Economics at Economics Department, Usmanu Danfodiyo University, Sokoto, Nigeria.
3. Prof. Chika Umaru Aliyu (Ph.D) teaches Economics at Economics Department, Usmanu Danfodiyo University, Sokoto, Nigeria.
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Thus, the will of people to voluntarily contribute a part of their hard-earned income to the Fund, for
community development, could lead to the establishment of a Waqf. Wagqf is an Arabic word that stands
for “A religious foundation set up for the benefit of the poor”, and Awgaf is the “Property voluntarily
transferred to the charity or trust so that the usufruct may accrue to other people” Usmani (2002: 237).
The institution of Wagqf began in the early days of Islam, well-developed in the Ottoman Empire,
contributed to socio-economic development of Islam and signified a foundation set up for keeping
properties in perpetual existence and making its income available for specific beneficiaries (Navaid, 2010:
57). It was an endowment for common well-being (Navaid, 2010: 118).

There is persistent influx of people to the state capital, Ilorin Metropolis from all parts of Nigeria due to
insecurity in the northern part of Nigeria and relatively conducive commercial environment of the state,
Kwara compared to the southern part of Nigeria, Moronfoye, (2013). Above all, all efforts made by
various governments to stop street begging in IEE have proved abortive and many other reasons
necessitate the establishment of Waqf in IEE.

Acronyms used in the paper are IEDPU, IEE, MDGs, S.A.W, Q and S.W.T which means "llorin Emirate
Descendants’ Progressive Union", 'Ilorin Emirate Economy’, 'Millennium Development Goals', 'Qur’an',
'Solallahu Alaehi Was-Salaam' (Peace and Blessing of Allah be on him.) and 'Subuhanahu Wa Tahala'
(Glory and Esteem be to Him) respectively.

2. LITERATURE REVIEW

Wagqf is religious endowment, Khan (1996: 889). Thus, if a foundation were to be Islamic, it does not
have to come in the name of somebody’s mother, father, wife, etc. According to
www.irWaqf.com/index.php?!/Waqf publications .... 2013/06/18 12:02pm, Wagqf is different from other
acts of charity for it is Sadagah Jariyah, an on-going, endless and sustainable religious endowment. It is
an asset given as religious gift by a Mujtahid (Islamic Donor), has current and renewable challenges, can
be used to buy assets to mosques, construct Islamic schools, construct public utility services, ceases to
become the asset of the donor after delivery, to the Mutawali (Suretee) and yield sustainable economic
development for the beneficiary who is safe and secured with it, leading to huge reward for the donor.
The donor of which must be matured, sane, not under pressure, objective, and has right over the property
endowed.

Abdul-Yakeen (2006) ascertained that there was Islamic Banking Windows in Ilorin Metropolis but the
patronage was below expectation. However, the existence of Islamic Banking Windows in Keystone and
many other banks is a good step towards having a Wagqf. Meanwhile, Abdul-Yakeen (2012) discovered
that the contribution of Rotating Savings and Credit Associations (ROSCAS) to the economic
development of Ilorin Metropolis was very great and thus recommended improved patronage of ROSCAS
to attain the greater and sustainable economic growth and development. The implication of this is that the
establishment of a Wagqf would assist ROSCAS and Islamic Banking Windows of many Conventional
Banks to develop the community in a more Islamically minded way. On The Untapped Role of Civil-
Servants, Ibrahim and Abdul-Yakeen (2013) suggested the application of One-By-One (1X1) Financial
Strategy in order to attain Affluence through the 'Emulable 'Circular Flow of Wealth'.

Development of human resources includes extensive and intensive training of man in all spheres of life to
uplift his understanding and commitment to Islam (tagwa), efficiency, sense of responsibility, social spirit
of individuals; and to establish Justice, adl in the society according to Ahmad (1980) cited by Molla, et al
(1988: 200). Sustainable development, therefore, is defined as voluntary increase in employment of
resources (for the sake of Allah 'S.W.T") that leads to increase in output and improvement in the standard
of living of people in this world and in the hereafter. This kind of development is sustainable because the
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contributors are not expecting material gains (interest, commission or compensation) from the
beneficiaries (Q92: 17 - 21) but countenance from His Lord, Allah (S.W.T) who would reward them with
Paradise and eternal bliss.

Ibrahim (2006) tried to discover how individual collection and distribution of Zakah significantly
contributed to ineffectiveness of Zakah in Ilorin Metropolis and suggested solutions which do not involve
establishment of a Wagqf. This shows the fact that the only compulsory financial institution in Islam is not
yet well-coordinated by the community. Thus, the researchers had the necessary and sufficient excuses to
commence a study on the formation of a Voluntary Financial Institution in Islam, Wagf.

Aliyu, Gatawa and Abdul-Yakeen (2013) discovered that the level of application of some Islamic
Principles to the operation of ROSCAS in Ilorin Metropolis is sixty-eight percent. It recommended
improved employment of Islamic Principles to ROSCAS’ operation at micro and macroeconomic levels;
formalization; and transformation of ROSCAS to Islamic Banks to attain Falah (Success in this World
and in the Here-After). With this level of compliance (68%) from the associations where people would
get direct benefit, who knows what would be the percentage of compliance to Islamic Principles when it
comes to the establishment of a Wagqf. The challenge the Muslim countries face was to actualize the
Islamic Vision of Falah and Hayat Tayyibah for every individual in their societies in spite of the resource
constraints they face, Chapra (1992/1412H: 339). Hayat Tayyibah means Clean life and Falah implies
successful living in this Life and Here-After. The best way to achieve these is to add the establishment of
Wagqf to the current Islamic religious duties they uphold.

The best course for people who have surplus wealth is to hand it to others so that they may satisfy their
needs, Afzal-ur-Rahman (2000: 40). This assertion is derived from Qur’an (Q2: 267). Ministry of Wagf,
Islamic Affairs, and Holy Places was issuing specialized amount of Mugarada Bonds the proceeds of
which was used to build shops, offices, and factories on the Wagf Land, renting out the properties under
Al-Hijarah contract and the rentals (‘jjr) constituted its profit (Rosly, 2008: 477). This shows that
Ministries of Wagf can be established by all Islamic Governments and pieces of land could be set aside as
a Wagqf and lent out for business purposes. According to Gusau (1993: 77 - 112), social security, Islamic
Jurists described Social security in terms of guaranteeing of minimum livelihood of feeding, clothing,
shelter, marriage and education. He continued that Social Security was enjoined on Prophets like Ibrahim
(Q2: 73), Ismael (Q1: 58), Musa (Q7: 156) and Jesus (Q19: 31). The implication of this statement, though
not mentioned by Gusau (1993: 77 - 112), is that Wagf is a way of providing Social Security for the
society.

Source of funds to Wagqf could be through Sadagat (Voluntary Donations). Sadaqat is rated in Hadith
1324 in Al-Asqalani, (1996: 535) which says “Sadaga does not reduce property, Allah (S.W.T) increases
the honor of him who forgives and no one will humble himself for Allah’s (S.W.T) sake without Allah
(S.W.T) raising him up”. Thus, Waqf would lead to an improved welfare for the people of IEE. In
addition, there is Time-Multiple-Counter-Loan (TMCL) invented by Sheikh Mahmud Ahmad
(www.renaisance.com.pk,lawrel961.$html ... 2013/6/30 ...3am.). This is an Islamically accepted means of
financing because it involves no payment of interest on loans and is accepted by a lot of Islamic jurists.
Thus, Establishment of Wagf could aid the execution of TMCL as an alternative to interest based financial
system.
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3. METHODOLOGY

The study area is Ilorin Emirate. Ilorin town is on coordinate 8° 30°N 4°33°E / 8.500° 4.550° E, founded in
1450 and having a population of 847,582 as at 2007 (en.m.wikipedia/wiki/llorin, Nigeria... 2013/06/19
2am.). llorin Emirate was established in the third decade of nineteen century, Ilorin town became popular
Centre of Islamic Learning south west of Niger and beacon of light to Islam and Muslims in Nigeria till
present time, Danmole (2012: 3 - 4)

Shari’ah (technically, is seen as the Islamic legal system that encompasses all aspects of life), Aliyu
(2010: 1). Wagqgf as an aspect of Islamic economics is derived from Shari’ah. Guiding rules of Islamic
Financial System (IFS) are derived from Qur’an and Sunnah [i.e. Sayings and Deeds of Prophet
Muhammad (S.A.W)], Rosly (2008: 20). Allah (S.W.T) says believers shall follow Him and His Prophets
respectively (Q64: 12). Qur’anic teachings are in three dimensions, namely: Agidah (Faith and Belief),
Akhlak (Ethics and Morality), and Muamalat (Transactions), Rosly (2008: 20). Impliedly, Islamic
Financial System is derived from the basic sources of Islamic religion, Shari’ah. In order to elaborate it,
Aliyu (2010) says that Shari’ah is derived from three basic sources, namely: Qur’an, Hadith (Prophetic
Traditions) and /jma’ (Consensus of Muslim jurists).

he researchers used explanatory method to analyze data obtained through Participatory, Discussion and
Observation methods of analyzing primary and qualitative data. The secondary data were obtained from
the Holy Qur’an, the primary source of Shari’ah (Islamic Law) and was used to back most of the
arguments put forward for the establishment of Wagf in the study area. Following the above was the
sayings of Holy Prophet, Muhammad (S.A.W), views and discoveries of Islamic scholars were used for
data analysis and discussion of findings. None of the data obtained was subjected to any scaling method
or quantitative analysis but they were discussed briefly due to the fact that they were too numerous.

The findings of the study are stated as the synthesis of the rationales for the establishment of Wagf;
riddles of organizing a Wagqf; remedies to the problems of potential Wagqf institution; and the likely gains
that could arise from the Wagf'if established in IEE.

4. DATA PRESENTATION AND ANALYSIS

The data obtained and explained in the study are based on the rationale, riddles, remedies and rewards of
Waqf in IEE which led to the remark made by the researchers. It goes thus:

4.1 Rationale

Rationales are the raison-deter or arguments in support of the establishment of a Wagf in IEE. Thus, the
reasons why a Wagqgf should be established in IEE are listed and explained below.

Iman (Belief). Islamic Religion must be available in a place where a Wagf would be instituted. Muslims
are the people who belief in Oneness of God, Allah (S.W.T), Messengership of Muhammad (S.A.W),
Ghaib (invisible things), last day of judgment, observe Salat (Islamic Prayer) (Q2: 3; 3: 114, etc).
Muslims or Believers are called to be helpers of the course of Allah (S.W.T), (Q61: 14). A Muslim is
defined as a person in whose hand and tongue the lives and properties of other Muslims are safe (Hadith
10 in Khan, 1994: 60). He who feeds and greets others Muslims is a Muslim (Hadith 12 in Khan, 1994:
60 - 61). Most of the indigenes of IEE are Muslims Ahmad (2011), Yusuf (2012), Danmole (2012), etc.
Thus, IEE people are obeying the Agidah (Faith and Belief) teaching of the Qur'an as stated by Rosly
(2008).
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'Ardh (Land). Land, according to jurists is not eligible for entitlement to share of profit as compared to
other factors of production, Usmani (2002: 237). Therefore, a portion of the free gift of nature, land in
IEE could be allocated for a Wagqf. IEE has a very large land mass that is over forty percent of the entire
land mass of Kwara State of Nigeria, Lambo (2012). in agreement with Hadith 1081 in Khan (1994: 508),
Waqf Land shall not be distributed, in order to preserve it for future generation.

‘Amalan Soliah (doing good work) or Gainful Employment and doing well with their wealth as stated in
Qur’an (18: 110). Believers are to struggle in Allah's (S.W.T) way (Q5: 35), must not sit at home
expecting Mercies of Allah (S.W.T) to fall on him without making some refinements on them. Though
Allah (S.W.T) promises to provide means of sustenance to every body (Q51: 58; 15: 20; etc) He also
enjoined believers to work (2: 277); for Him, His messengers and the generality of Muslims to see (Q9:
105). Seek for Allah’s (S.W.T) Mercy after Jumu 'ah prayers (Q62: 10), invite people to good deeds (Q3:
104), etc. Doing good leads people to Paradise (Q14: 124; 51: 22, 7: 3; etc), good life and better rewards
(Q16: 97); compensation with garden in Paradise beneath which rivers flow, perpetually sustainable
living, and reciprocal mercy between Allah (S.W.T) and believers who fear Him; and workers would not
be cheated (Q3: 195). Allah (S.W.T) says the work may be a good one or bad one and everybody would
see his work on the Day of Judgment (Q99: 1 - 9). Thus, laziness and beggary are not condoned in Islam.
Majority of the people of Kwara State in which Ilorin Metropolis is the capital are civil-servants, Ahmed
(2013). The Holy Prophet (S.A.W) says it is better that one goes to fetch log of wood for sale and earn
income than to beg [Hadith 748 in Khan (1994: 371 - 372)]. Allah (S.W.T) also says after darkness,
difficulty, failure, sufferness, pain, payment, and input, etc comes illumination, ease, success, joy, receipt,
and output respectively (Q94: 5 - 6). Therefore, the Muhamalat (Transactions) teaching of Qur'an
identified by Rosly (2008) is followed by the aborigines of IEE.

Kulu wa Sirabu (Consume: Eat and Drink). Muslims are allowed to eat and drink the lawful, products of
their labor (Q7: 157; 3: 168). There shall be no illegal consumption (Q4: 29), no prodigal spending (Q7:
31), no stealing (Q5: 41), no illegal capital accumulation (Q2: 188). Here, the role of custom (Urf) and
usage (‘Ada) must be adhered to. Thus, one must not embezzle wealth of others. One must also provide
shelter for his family, or let your wife and children live where you live (Q65: 6, etc).

Infaq (Spending). It is agreed in Islam that Men are created in ranks (Q43: 32; 16: 71; 6: 165, etc). As
such rich believers are expected to spend out of their income in Allah’s (S.W.T) way (Q2: 274; 36: 47;
57:7, 65: 6 — 7, etc). Spending could be from their wealth via kindness to the poor ((Q92: 5—7; 107: 1 -
3); 51: 19; 28: 77; etc) in order to protect the less privilege ones. You are created in ranks, if you must
ask, ask Allah (S.W.T) (Q43: 32) and men to give to women (4: 34). Nafagat (Maintainance of Wife,
children, close relatives, etc.) is the fact that husband must be ready to provide food, clothing, housing,
education, health and other sustainable living facilities for his wives, children, close relatives, Gusau
(1993: 113 - 124). Thus, Muslim is permitted to spend each unit of his on himself, children, wives, slaves
and where he knows best respectivelyas could be inferred from an Hadith cited by Gusau (1993: 114).
There shall be no niggardliness (Q3: 180), no extravagance (Q25: 67). In Islam, Haqus-Saahili means that
beggars and destitute have right in the properties of the rich, (Q70: 24 - 25) including the poor who does
not beg for living (Q51: 19). Orphans and Beggars are not to be driven away (Q93: 9 - 11). Rich Muslims
must be kind to the poor ones (Q107: 4 - 7), feed the poor (Q89: 17 - 18). Allah (S.W.T) promises
anybody with problems that after problem is relief (Q94: 5 - 6). Expenditure in Islam includes Low
Income Earners, who are expected to spend out of their income (Q65: 7). People IEE do give alms to
beggars especially on Thursdays and Fridays. They are free to spend their wealth or money in order to get
increase in self purification (Q93: 18). Hadith 1103 in Khan (1994: 520) encourages quick spending in
Allah's (S.W.T) way within three days. Also, Hadith No. 522 of Sahih Al-Bukhari, Vol. 2 cited in the
footnote of Khan (1996: 114) says everyday an angel pray to Allah (S.W.T) to compensate those who
spend on His cause and anther angel does pray that Allah (S.W.T) to destroy the misers. This implies that
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the Akhlg (Ethics and Morality) teachings from the Qur'an outlined by Rosly (2008) are not strange to the
people of IEE.

Bai’ (Trade) is permitted but Riba (Interest) is forbidden. Interest is forbidden but Trading is permitted in
Islam (Q2: 275). Bai’ (Sale), Ishtira’ (buying) and Aqd (contract) are permitted by Islam. Allah (S.W.T)
wants to alleviate poverty (Q4: 28). Thus, He says “Trade and do not cheat” (Q4: 29 - 30). There shall be
no hoarding (Q9: 34), excessive accumulation of wealth (Q104: 1 - 4). Never-the-less, rich ones must
leave properties for their descendants to inherit (Q4: 7). There are a lot of markets where people buy and
sell commodities in IEE. Among them are: the Traditional, Goods Markets (Oja-Oba,Oja-Omoda, Oja-
Gbooro, Oja-Ipata, Oja-Ago, Oja-Tuntun, Mandate Market and Oja-Kankatu to mention but a few),
Modern Markets: Capital Market (Stock Exchange Market at Station Area in Ilorin, Banks, Insurance
Companies, etc); and Labor Market (e.g. Civil-Service Commission, Local Government Service
Commission, Teaching Service Commission and Universal Basic Education etc).

Qardul Hassanah (Good Loans). Excess output of a producer could be loaned out with proper
documentation and witnesses (Q2: 282), debt postponement and forgiveness if the debtor is straightened
and the creditor is able (Q2: 280), etc but interest charges must be avoided (Q2: 275 - 279). Loans must
not be interest payment reliant (Q2: 275) but should be good loans (Qardul-Hassanah), (Q:Q5: 12). Most
of the people in IEE do not engage in interest but thst does not mean the absence of Money Lenders.

Ummah (Global Unity or Collectiveness of Muslims). Believers are enjoined to hold fast to the Rope of
Allah (S.W.T) and do not be divided (Q3: 103). The Qur’anic verse that says fight in the way of Allah
(S.W.T) (Q61: 4), should not be limited to physical fight against unbelievers but extended fight against
poverty of wealth, knowledge, insecurity and other uncomfortable living conditions among believers and
their neighbors. Danmole (2012: 21 - 21) reported that the first Emir of Ilorin did not mount the saddle of
leadership on the platter of gold. He established prestined Islam in Ilorin, sougth for legitimacy frm the
then Emir of Gwandu, Emir Muhammad B. Abdullah in 1829 and the request was granted as indicated in
Risala Ila Amir Yarba. This shows that IEE is part of Ummah.

Ihwah (Brotherhood),Sharikah (Partnership) and Wakaala (Manager or Agency). Brotherhood and
giving out ones assets to others for management are permitted in Islam but there shall be no cheating,
Hadith 742 and 743 in Al-Asqalani (1996: 309 - 310). In addition, all loans must be repaid, Hadith 751
and 752 in Al-Asqalani (1996: 312). However. Managers of Wagf have rights to test and consume from
and manage the wealth of orphans if they (Wagf Managers) are poor (Q4: 6). Allah (S.W.T) also says 'let
there be among you, people who exhorting people to doing good and forbidding bad deeds' (Q3: 104).

Early Childhood Islamic Training which always lead to the construction of Dummy-Mosques by the very
young ones before any Ramadan fast. The very young ones who are indigenes of IEE used to herald the
coming of Ramadan Fasting (Annual Compulsory Fasting being observed by all Muslims) by
constructing Dummy-Mosques which they (Very Young Ones) call Mosques. Probably, it is this infant
spirit of mosque construction that grows with them that makes all the indigenes of IEE mosque-crazy
(Very Determined to Construct Mosques). This kind of spirit can be extended to Wagqf, especially now
that we have necessary, sufficient and highly sophisticated mosques.

4.2 Riddles

The Riddles are the puzzling questions that a reasonable person may ask concerning the existing factors
that could hamper the establishment of a new thing (say, Wagf in IEE). They are not called Problems but
Riddles because they are funning, purposely existing not to debar Wagf’s existence but some people
would expect them to hinder the establishment of Wagf. Thus, some scholars may call them 'factors
inhibiting the existence of a Wagqf'.' These go thus:
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Desire for Direct Benefits. Most of the people of the IEE would want to get some benefits from the
persons they lifted out of problems. Thus, there are Islamic Cooperative Societies in almost all the
government establishments and private institutions in the IEE. Among them are: Muslim Staff Treasury
of Government Day Secondary School, Amule, Ilorin; Al-Halal Cooperative Society of Kwara State
University, Malete; Islamic Cooperative Society Saint Anthony Secondary School, Ilorin; Islamic
Cooperative Society at Deputy Governor’s Office, Ilorin; and many others.

There are some modern Islamic Organizations that suppose to work towards the establishment of a Wagf
in IEE. Among the Modern Islamic Organizations are: Council of Muslim Organizations (CMO);
National Council of Muslim Youths (NACOMYO); and Jamaatu Nasirul-Islam, Sherriff guard, The
NASFAT, QUAREEB and many other A/-Asalatu-Groups .

Existence of Foundations that are not committed to establishment of a Wagqf. Among them are: Islamic
Welfare Foundation which organizes monthly Lectures and Established an Islamic Cooperatives; Retired
Justice Mustafa’s 'Akanbi Oniyo Foundation', which also organizes Public Lectures in addition to
philanthropic activities; LEAH Charity Foundation established, for political propagation, by the wife of
the current Kwara State Governor, Deaconess Omolewa Ahmed; Alh. Tunde Yusuf's 'TTY Foundation'
that is giving scholarship to students; Adisa Bakare Foundation also give scholarship to students; Raliat
Islamic Foundation established in memory of the mother of Late Admiral Muhammad Lawal; Alhaja
Faoziyyat Ola-Olu Ali Foundation is another private Wagf instituted in memory of the wife of Barrister
Yusuf Ola-Olu Ali (SAN); Muhammad Kamaldeen Education Foundation (MUKEF) aimed at raising
funds for establishing a University in memory of Sheikh Muhammad Kamaldeen Al-Adabiy. These
foundations are individually owned and are not Waqf despite the fact that they are established by
Muslims. The philanthropic moves by the politicians are not Wagqf for they do not follow the principles of
“We feed them to secure Allah’s Mercy, we do not expect reward or thanks from them” as stated in
Qur’an (Q76: 9S) and Qardul-Hassana (Good Loans) extolled by Allah (S.W.T) in Qur’an (Q73: 20, etc).

Inadequate communal support from the well-to-do and the so-called Islamic Preachers to the deprived,
orphans, needy, poor and their helpers. Believers are extorted to make adequate provisions for the
orphans, Hadith 743 in Khan (1994: 369). Muslim Orphanage Home under the guidance of Architect
Saifullah Ahmad Alege, stands alone for not bearing any name of any individual and not having any
political and commercial motive. It is a real Wagqf but undocumented but glaring report shows that little
encouragement is given to its coordinator and staff.

Differences in political delinations. Majority of the indigenes of IEE are card carrying members of PDP
(People's Democratic Party) but are not professing the party but following the Eldest Son of the Deceased
Political Icon of the town, Late Dr. Abubakar Sola Saraki. So establishment of a Wagf could be hampered
by the party not having large number of their people as organizers of a Wagf.

Paradox of Behaviour and Ostentatious Living of the New-Breed Islamic Scholars. Some of the New-
Breed Islamic Scholars used to go to the houses of rich men, pray for them, accept payments and start
ostentatious life by riding on the newly modeled vehicles, marry many wives and expensive houses. Their
priorities are to become rich quickly in order to buy costly vehicles and live in mansions. They, Islamic
Teachers do preach the virtues of spending for the course of Allah (S.W.T) but do not practicalize the
habit of spending in the name of Allah (S.W.T). Most of them generate incomes through religious
donations but spent their incomes on the purchase of new and flashy cars, building mansions, big
mosques that are costly to be maintained, polygamous marriages and Maoludin-Nabiyy ceremonies
among other expenses which are tantamount to white elephant projects. In addition, they want people to
abide by the time but they are also not time conscious.

Excessive Concentration of Wealth which ultimately leads to the Bequittance of Legacies to the First
Child. In IEE, every rich, educated, royal, influential, religious, spiritual and outspoken man in IEE is
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pursuing the programme with which the first some of his family would inherit his legacy. Due to this fact,
some specific families have specific profession and specific method of bequetting their legacies to their
blood relations.

Marriage to Non-Muslims and Non-Indigenes. This is another riddle in the sense that whenever a rich
man and an indigene of IEE dies and left a lot of properties, the Non-Muslims and non-indigene
descendants always prevail on the legacies. Thereby, they debar the poor and needy orphans access to
their Islamic rights. This, in an occasion went to the closure of a Jumu'at Mosque, and non-release of a
portion of land to the development union to which it was willed among other instances.

Proliferation of Beggars. Beggars are growing in number and found along so many major streets almost
every nooks and corners of the IEE. Among the places and major streets where you can find the beggars
are Oja-Oba (Kings’ Market), Gambari, Omoda, Emirs Road, Lagos Road, and Ipata, to mention but a
few. Based or personal assessment, it was discovered that most of the beggars did not possess physical
disability, incapacity or poverty. Added to the real beggars were the Political Beggars going to Political
Office Holders to either beg for money or frame some undesirable excuses to request for financial
assistants. Begging is not done for public interest (Maslahah) but personal gains. There and then some
academics may ask questions like "Do these people believe in the regular statement of Muslims, in every
prayer 'It is You (Allah) we worship and from You (Allah) we seek for sustenance" that is embedded in
Qur'an (Q1: 5) or do they not make prayers the people of Cave, "Our Lord, provide for us from your
Mercy and facilitate for us our affairs in the right way" in the Qur'an (Q18: 10).

Persistent Invitation of Muslims to Public Kiyamu Lael (Night Prayer) the cost (money, time, energy, etc)
could be enough to establish and sustain a Wagqf. Currently, there is hardly a week that passes and one
would not hear invitation to Islamic Night Vigil by at least a Muslim Society on the Radio stations sited
in IEE. None of these associations do call for a Wagf for the Emirate.

Excessive belief and compliance to the principle of 'Feed the Poor during Ramadan (Religious and
Compulsory thirty days fasting that is observed annually during the lunar month of Ramadan) and get
Multiple Rewards’, in addition to other religious duties. Probably, because of this, some well-to-do
citizens of IEE did not establish Foundations. We would have suggested an all year feeding of the down-
trodden masses but for the fear of it being a disinvestment for the mentally sound, willing and able bodied
men and women. This is evident in Senator Abubakar Saraki who dolled out One Hundred Million naira
to prepare Ifiar (Food for people when breaking their Islamic Fasting) for the people of Ilorin Metropolis
this year.

Other riddles or problems are Islamic preaching are politicized and personalized; traditional religious
pilgrimage to Kuo; lavishing of time, money and other scarce resources during marriages, naming and
Maoludin'Nabiyy ceremonies; Pomposity via the expressions of words like "We-are-all-born-here,
Nobody-can-drive-me-out-of-This-Town" and "Nobody-Can-Kill-Me Syndrome"; absence of necessary
and sufficient enlightenment on the virtues of doing goods for the sake of Allah (S.W.T); marriage of
prominent muslims to christians; geographical distribution of Ilorin Metropolis into two major divides
(i.e. Oke-Imale and Aafin dichotomy); absense of a Full-Fledged Islamic Banks; highest financial
donations to religious foundations are from the Politicians while the least used to come fron the Islamic
Preachers; perpetual subjugation of Islamic Students to the control of their Islamic Teachers; biased and
inadequate enlightenment (most of the sponsored religious programs on the Radio are for selfish ends.
They are either for political campaigns, self aggrandizement or business promotion); desire for prompt or
instant benefit; inactivity of the Zakah Collection Committee; existence of corruption in Nigeria;
inadequate compliance to the Islamic Principles of Financing by the operators of existing financial
system; absence of very strong opposition from the very minute fear that giving out of wealth reduces
wealth of the giver; indigenes of IEE who are indigenes of IEE who converted to Christian faith; land
tussle between the government and the indigenous land owners in IEE; existence of sects among the
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practitioners of Sufism (Tijaniyyat sect, Qodiriyya sect, lkhlasiyyat sect); and others too numerous to be
mentioned.

4.3 Remedies

The researchers observed that there are remedies (Ways in which the Riddles of Wagf in IEE could be
streamlined to form a Wagqf). These remedies serve as recommended solutions to the riddles or hindrances
to the Establishment of a Wagf'in IEE. They are as follow:

Involvement of Institutional will. This is the process of making Wagf to be an Institution of its own and
everybody to contribute to Wagf as an institution that would stand the test of time. Labor, education,
administrative acumen, land, machines, materials, useful advice, materials, and the so-called scrap goods,
etc can be contributed to Wagf as an institution. Thus, there shall be quick formation of a committee that
would institutionalize the Wagqgf. Just like the Joint Committee of the Traditional Ramadan Festival, and
the Central Mosque Committee, among others; the need for the formation of a Wagqf Committee cannot be
over-emphasized. The Emirate Council under the Leadership of the current Emir of Ilorin, Alh. Ibrahim
Sulu Gambari, can constitute the Wagf institution. The term of reference that would be given to the Wagf
Committee shall be Institutionalization of Wagf in IEE within a lunar year. The committee members shall
be trustworthy and retired academicians and civil-servants who may have no cause to swindle the assets.

There shall be Regular Call for Donations to Wagf. The regularity could be twice in a decade or every
decade. Thus, it should not be only when we need to repair the Central Mosque that we would call for
donations. All the existing modern Islamic associations and the foundations could assist this project. The
duty of Regular Call for Donations could be assigned to Dr. Abubakar Ali-Agan, Alh. AbdulRahman
Olanrewaju Ahmad (National Missioner of Ansarudeen Society of Nigeria) and the likes.

Inevitability of Bai’a (Pledge). Promise of good and Islamically acceptable behavior must be made by the
people that would manage Wagqf assets. With reference to Hadith 18 in Khan, 1994: 62, the Mutawali
(Trustee) of a Wagf must promise not to: associate anything with Allah (S.W.T), engage in sexual
promiscuity, slander, biasness, kill anybody and misbehave. Justice Alfa Belgore (Retired Chief Judge of
the Federation, Nigeria); and Justice, Dr. S.O. Muhammad among others could facilitate this duty.

Desirability ofAmanah (Trustworthiness). All indigenes of the IEE shall try to be trustworthy so that they
would be qualified as, at least, beneficiaries of Wagf assistance, if they cannot be managers of Waqf
assets. Pending the establishment of a full-fledged Islamic Bank, the Waqf account can be opened as an
interest-free account in a Conventional Bank. No matter how little everybody, residents of IEE, is
enjoined to strive to contribute to Waqf whenever they get surplus income.

Need for Collective Responsibility. Every indigenes of IEE shall be ready to avoid begging as stipulated
in Hadith 747 in Khan 1994: 371) and work for/or contribute to the success of Wagqf as 'abdullah [Servant
of Allah (S.W.T)]. The work for the Wagf shall be either manual labor, or mental labor, or both. Other
contributions could be in terms of provision of legal backing, administrative acumen, security, technical
advise, education, financial assistance, etc.

Impetus of Regulation and Control of Ostentatious Living Style. Here, incessant ceremonies, and usage of
assets whose monetary values are too prohibitive should be minimized. This would check jealousy, armed
robbery, incessant attacks, wide gap between the rich and the poor, etc. At the for front, here, we can have
Retired General Abdullahi Muhammed as the Champion.

Creation of Political will. The Politicians shall have it as part of their Manifestoes that they are going to
create and sustain a Wagf for the IEE in particular and the state in general. Distinguished Senator, Dr.
Abubakar Bukola Saraki can spearhead the Political Will of having a Wagf in IEE as an innovative
venture over his predecessors.
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Avoidance of Pomposity and Bragging. Everybody shall know that if another person cannot kill or banish
him to other towns, Allah (S.W.T) is measuring his deeds and would reward him according to his action
as could be read in Qur’an (Q99: 1 - 9). Allah (S.W.T) would give greater reward to people who have
heavy good deeds in His Scale and lesser reward for those with light good deeds. (101: 6 - 11).

Decentralization of Wealth. The rich, educated, royal, religious, and influential people of the Emirate
shall be ready to disperse their wealth to other families. This would lead to fair and even distribution of
wealth; peaceful co-existence, economic growth and development.

Subjugation of Colonial Legacies of injustice, inequity, nuclear family, selfishness, and many others to
the Islamic Legacies of Peaceful Co-Existence, Justice, Equity, Brotherhood, Goodness to everybody, and
many others. This mission can be led by the Chief Imam of Ilorin, Alh. Muhammad Basheer Salih.

Opening of Wagqf Accounts with banks [e.g. Keystone Bank (NIB Accounts), Stanbic IBTC Bank (/maan
Account), Access Bank, etc] that have Interest-Free Accounts.

Avoidance of Marriage with Non-Muslims. All bonafide indigenes of IEE shall avoid tieing nuptial knot
with Non-Muslims. This would pave way for the Islamic legacies of IEE to be retained among the
believers. Better still, they should convert them (Non-Muslims) to Islam before death overtakes them
(Muslims).

Formalization of Islamically Permissible Businesses. For the Wagf to be sustainable and honorable,
beneficiaries of Wagf funds and Wagqf managers shall embark on all Halal [Islamically permissible
businesses like Mudaraba, Murabaha, Musharaka, Bais-Salaam, Bai' Muajjal, One-By-One Financial
Strategy, Time-Multiple-Counter-Loans (TMCL), Al-Jumuah Cooperatives or Rotating Savings and
Credit Associations (ROSCAS), etc]. By implication, they should avoid all Haram [Deals that are
forbidden by Islam, for example Maysir (Gambling), Riba (Interest or Usury dealings), sales and or eating
of dog and swines, dead animals, alcoholic drinks, etc].

Optimal Utilization of ‘ardh (land) resources within the IEE. Some portion of the land could be set aside
as Wagqf Land. The unused properties could also be loaned out on Qardul-Hassanah basis to Wagqgf for
Allah (S.W.T) says if you lend good loan (Qardul-Hassanah) to Allah (S.W.T) you would get multiple
rewards (Q64: 18). This principle of Time-Multiple-Counter-Loan (TMCL) could be applied when giving
out monetary loans under Wagf.

Efficacy ofAd-Dua’ (Prayer). The prayer of the managers and beneficiaries of Wagf fund must include the
one that complies with Hadith 1331 in Al-Asqalani, (1996: 537) where the Holy Prophet (S.A.W) says “O
Allah as You have made my form beautiful so make my character beautiful”.

Purchase of Tangible Commodities.Wagqf beneficiaries must ensure that they spent assistants, grants
and/or loans obtained on tangible, productive, sustainable and lasting goods and services. In other words,
people especially poor people should stop lavishing monies on frivolities.

Modernization of Wagqf. This is a situation where Wagqf complies with all and current Mercies of Allah
(S.W.T) released for the betterment of human race. The Mercy in Vogue is the Electronic-Dealings.
Thus, the IEE Wagf shall have a website where stakeholders can inform and be informed of Wagf
activities. This would minimize the cost of information disemination and make Wagf to be Millennium
Compliant.
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4.4 Rewards
Among the prospects of Wagfin IEE are:

It would generate employment via the promotion of effective utilization of resources. Prompt and
effective demand is encouraged in Islam through the verse that says “Spend before death comes”, (Q63:
10). Here, Islam encourages Effective Aggregate Demand. The Holy Prophet (S.A.W) also encourages
quick dispensation of personally owned resources, in Allah’s (S.W.T) way within three days; Hadith 1103
in Khan (1994: 520).

It would minimize Street-Begging along the main mosque, other mosques and major streets of Ilorin
Metropolis. IEE would be a best nation as promised in the Qur’an (Q3: 110). In addition, it would aid the
attainment of the Millennium Development Goals (MDGs) before the targeted year. Fund for maintaining
the Ultra-Modern Central Mosque and many other mosques in IEE could come from Wagf.

To be precise, the establishment of Waqf in IEE would lead to peaceful co-existence. This is because both
the rich and the poor, old and young, producers and consumers, males and females, leaders and the led,
strangers and dwellers, etc would live peacefully with each other.

Wagqf establishment would lead to Social and infrastructural development. Spending leads to the removal
of people from darkness to illumination (Q65: 11). In addition, it leads to soul’s benefit (Q64: 16), self-
control and direct benefit to the consumers before their death overcomes them (Q63: 10). That is to say
the Wagqf could enhance regular supply of electricity in IEE.

In addition, the establishment of Wagf in IEE would lead to increase in output, consumption of Halal
(Permissible) goods, creation of gainful business avenues, price stability, bumper harvest, savings,
investments and many other symptoms of economic growth and development.

4.5 Synthesis of the Four-Rs of Establishing Wagqfin IEE

Rationales or reasons why a Wagqf must be established in IEE are: Existence of Believers, Land, Gainful
Employment, Consumption, Spending, Trade, Good Loans, Brotherhood, Unity, Partnership, Agency, and
Early Childhood Islamic Training among others.

Riddles of Wagf in 1IEE are: desire to get benefits from the person helped out of a problem, existing
modern Islamic Organizations and Foundations that are not working towards the establishment of Wagf,
Inadequate communal support for the Muslim Orphanage Home, differences in political delinations,
Paradox of Behaviour of New-Breed Islamic Scholars, Excessive Concentration of Wealth, Marriage to
Non-Muslims and Non-Indigenes, Proliferation of Beggars, Persistent Invitation of Muslims to Kiyamu
Lael, belief in 'Feeding the Poor during Ramadan’, and others too numerous to be mentioned.

Remedies to the above riddles are Institutional will, Regular Call for Donations to Wagf, Pledge to be
made by the Trustworthy Committee Members based on terms of reference, avoidance of begging
profession, regulation and control of ostentatious living style, Political will, Avoidance of Pomposity and
Bragging, Subjugation of Colonial Legacies to Islamic Legacies, Opening of Waqf Accounts with banks
that have Interest-Free Accounts, Avoidance of Marriage to Non-Muslims, beneficiaries of Wagqf funds
and Waqf managers shall embark on all Halal (Islamically Permitted) businesses, set aside portion of
Emirate Land as Waqf Land, regular Prayer must be made for the success of Wagf; and purchase of
tangible, productive, and sustainable commodities with Wagf Fund.

The prospects of Wagf in IEE are employment generation, minimization of Street-Begging, enhancement
of peaceful co-existence, increase in output, consumption of Halal (Permissible) goods, creation of
gainful business avenues, price stability, bumper harvest, savings, investments, self-control, social
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development, infrastructural development (Illumination); people derive direct benefits from their income
before their death (Q16: 10), and many other symptoms of economic growth and development.

5. CONCLUDING REMARKS

Waqf can be established in IEE without much hassle. Many studies and implementation of the
recommendations of this kind shall be conducted in other Islamic villages, towns, metropolis,
megalopolis of all nations and the entire world so that we can resuscitate the Global Muslim Wagqf (Waqf
ul-Ummatul Muslimeen) which precedes and supersedes the MDGs. MDGs as approved by all member
countries of United Nations’ Organization, include elimination of extreme poverty, improvement of
health, education, equality of sexes, global financial cooperation, etc which have been embedded in Wagf
since its inception.

The study does not exhaust all the points available under the Four-Rs of Wagf in 1IEE, for to Allah
(S.W.T) belongs all and complete knowledge. Allah (S.W.T) is powerful over all things and surrounds
them with His knowledge (Q65: 12).
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MEMPERKASA ZAKAT PERTANIAN DI MALAYSIA: SATU SOROTAN
(EMPOWERING THE ZAKAH ON AGRICULTURE IN MALAYSIA: A REVIEW)

Muhammad Ikhlas Rosele'
Lugman Haji Abdullah®
Mohd Farhan Md Ariffin®

ABSTRAK

Zakat merupakan salah satu bidang terpenting di dalam Islam. Di samping ianya merupakan satu bentuk
ibadah ketuhanan ia juga menjaga kemaslahatan manusia. Oleh kerana itu apabila bidang zakat ini
diperkasakan, secara langsung ia menjamin kemaslahatan bagi umat Islam terutamanya dari sudut
ekonomi. Kertas kerja ini bertujuan untuk melakukan sorotan dan analisis terhadap bagaimana untuk
memperkasakan zakat di Malaysia dengan memfokuskan kepada bidang zakat pertanian. Ia berasaskan
satu kajian kualitatif yang dilakukan terhadap perbincangan-perbincangan zakat pertanian di kalangan
ulama’ figh. Hasil kajian mengemukakan beberapa kaedah pemerkasaan zakat pertanian di Malaysia iaitu
memperbanyakkan sumber-sumber pertanian yang perlu dizakatkan, menyelaraskan kadar nisab bagi
setiap negeri, melakukan pentaksiran ke atas tanaman dan zakat atas penyewa (petani) dan tuan tanah.

Kata kunci: zakat, zakat pertanian, ekonomi, figh

ABSTRACT

Zakah is a well known and also one of the most important “ibadah” (worship) in Islam. Besides it’s role
as ibadah, it also vital for the benefit of ummah. Therefore, the empowerment of zakah in Malaysia is
most welcome, because it exactly will ensure the stability of economy for ummah. This paperwork has
been made to review and also to analyse through the process on how to empowering the zakah institution
in Malaysia by focusing to the zakah on agriculture. This review was based on qualitative studies on
zakah on agriculture that have been done lately by the figh scholar around the globe. As a result, the
finding of this studies also have propose effective methods or framework to empower and strengthen the
zakah on agriculture institution in Malaysia such as by enhancing or increase the source of agricultural
crops that includes in zakah on agriculture, coordinate all states nisab amount, formative assessment to
every plants or crops and lastly the reinforcement of zakah to the farmers and landlord.

Keywords: zakah, zakah on agriculture, economy, figh.

1. PENDAHULUAN

Zakat adalah ibadah harta yang mengandungi hikmah dan manfaat yang sangat besar dan mulia, sama ada
terhadap pemberi zakat, penerimanya, harta yang dizakatkan, mahupun terhadap masyarakat
keseluruhannya®. Falsafah zakat juga adalah memberi, di mana golongan yang kaya memberi kepada
orang yang memerlukan terutamanya orang miskin. Ia juga membawa motif perkongsian antara orang

! Pelajar pascasiswazah (PhD), Jabatan Figh dan Usul, Akademi Pengajian Islam, Universiti Malaya.

2 Pensyarah Kanan (PhD), Jabatan Figh dan Usul, Akademi Pengajian Islam, Universiti Malaya

} Pelajar pascasiswazah (Sarjana), Jabatan al-Qur’an dan Hadis, Akademi Pengajian Islam, Universiti Malaya
*  Didin Hafidhudin,Zakat dalam perekonomian modern(Jakarta : Gema Insani, 2002), 9-10.
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kaya dan golongan yang tidak bernasib baik serta merapatkan jurang sosial antara orang kaya dan orang
miskin’, ini jelas kita lihat dalam sebuah hadis ketika mana Rasulullah menghantar Mu’az bin Jabal ke
Yaman dan berpesan, maksudnya :

“sesungguhnya Allah memfardukan keatas mereka agar menzakatkan harta mereka yang
diambil daripada orang-orang yang kaya dikalangan mereka dan diberikan kembali
kepada orang yang miskin dikalangan mereka”

(Hadis riwayat Bukhari dan Muslim)

Zakat juga mempunyai hikmah dan objektif yang besar dalam kehidupan manusia, antaranya

adalah:

Sebagai bukti keimanan kepada Allah dan mensyukuri nikmat-Nya, Melahirkan akhlak yang mulia
dengan rasa kemanusiaan yang tinggi, menghilangkan sifat kedekut, rakus, kebendaan, juga dapat
memberikan ketenangan.
Membersihkan dan mengembangkan harta yang dimiliki, kerana apabila lahirnya rasa syukur maka
Allah akan menambahkan nikmat-Nya keatas hambanya. Firman Allah s.w.t yang bermaksud:
"Dan (ingatlah juga) tatkala Tuhanmu memaklumkan: sesungguhnya jika kamu
bersyukur, pasti Kami akan menambah (nikmat) kepadamu, dan jika kamu mengingkari
nikmat-Ku, maka sesungguhnya azabku sangat pedih”

(Surah Ibrahim : 7)

Zakat merupakan hak orang yang layak menerima zakat, maka hakikatnya zakat berfungsi menolong
membantu dan membina mereka, terutamanya fakir miskin kearah kehidupan yang lebih baik dan
lebih sejahtera. Sehingga mereka dapat memenuhi keperluan hidup, dan beribadah kepada Allah, juga
dapat mengurangkan beban yang mereka tanggung.
Orang yang tidak mahu berzakat adalah orang yang kedekut, dan kesan daripada itu akan
menimbulkan sifat hasad dengki dari orang-orang miskin dan penderitaan, juga akan mengundang
azab Allah s.w.t yang bermaksud :

“(laitu) orang-orang yang kedekut, dan menyuruh orang lain menjadi kedekut, dan

menyembunyikan apa yang dikurniakan oleh Allah yang diberikan kepada mereka. Dan

kami telah menyediakan untuk orang-orang kafir seksaan yang hina”

(Surah an-Nisaa’ : 37)°

Dari sudut pembangunan kesejahteraan umat, zakat merupakan salah satu instrumen persamarataan
pendapatan. Dengan zakat yang dikelola dengan baik, ia dapat memungkinkan pertumbuhan ekonomi
sekaligus persamarataan pendapatan, ataupun economic with equity’.

Zakat dapat memajukan ekonomi umat Islam dengan menerusi perancangan penggunaan dana zakat
yang berkesan. Ia juga dapat menjadi sumber pendapatan kepada negara®.

Dapat memperkasakan negara dan umat Islam melalui penyelidikan-penyelidikan dalam pelbagai
bidang seperti ekonomi, pendidikan, kesihatan dan sebagainya dengan menggunakan dana zakat’.

Shofian Ahmad dan Amir Husin Mohd. Nor,Zakat Membangun Ummah (Kuala Lumpur: Utusan Publications &
Distributors Sdn Bhd, 2002), 21.

Shofian Ahmad dan Amir Husin Mohd. Nor,Zakat Membangun Ummah, 10-14.

Ahmad Muflih Saefuddin,Pengelolaan zakat ditinjau dari aspek ekonomi(Bontang : Badan Dakwah Islamiyyah,
1986), 99.

Hamizul Abdul Hamid, Eksklusif Zakat (Selangor: Galeri Ilmu, 2012), 9.

Hamizul Abdul Hamid, Eksklusif Zakat, 10; Sayed Sikandar Shah Haneef & Mek Wok Mahmud, Issues in
Contemporary Zakah A Juristic Analytical Evaluation, (Selangor: IIUM Press, 2011), 5.
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e Zakat juga berbeza dengan riba, kerana zakat pada hakikatnya dapat menyuburkan harta, sedangkan
riba hanyalah kerugian pada akhirat kelak, firman Allah s.w.t yang bermaksud:
”Allah memusnahkan riba dan menyuburkan sedekah” (Surah al-Baqarah : 276)

Secara kasarnya didapati bahawa zakat memainkan peranan yang penting dalam mengimbangi
ekonomi umat Islam'’. Oleh kerana itu, kertas kerja ini akan melakukan sorotan terhadap kaedah untuk
memperkasakan zakat pertanian di Malaysia. Secara tidak lansung pemerkasaan zakat pertanian ini dapat
mempertingkatkan hasil zakat di Malaysia dan mengimbangi kadar sosio ekonomi umat Islam di
Malaysia.

2. ZAKAT PERTANIAN

Pertanian adalah salah satu sumber pendapatan dan ekonomi bagi manusia, dengan mempunyai tanah dan
tanaman yang subur boleh menjadikan seseorang itu kaya. Oleh kerana itu jugalah hasil yang dikeluarkan
dari bumi tersebut diwajibkan zakat, iaitu zakat pertanian.

Zakat pertanian umumnya adalah hak yang wajib ditunaikan sebanyak 10% atau 5% (mengikut kaedah
pengairan) daripada hasil pertanian (yang tertentu), pada waktu hasil tersebut dituai (atau setelah
dilakukan pentaksiran) yang mencukupi atau melebihi 5 ausug'’. Selaras dengan pengertian zakat secara
umum, iaitu “hak yang wajib ditunaikan dengan kadar tertentu dari pada harta tertentu, untuk golongan
tertentu pada waktu yang tertentu”'”. Menurut Mujaini Tarimin, pentakrifan zakat pertanian adalah:
“Mengeluarkan sebahagian daripada pendapatan bersih hasil pertanian yang dimajukan
oleh manusia dari jenis biji-bijian atau buah-buahan atau mana-mana hasil pertanian yang
memb%ri manfaat serta menepati semua syarat, rukun dan sebab (‘illah) diwajibkan
zakat”

Zakat pertanian juga dikenali sebagai al- ‘usyr, zakat al-zuru’ wa al-thimar, atau zakat al-mu asyirat",
walaupun begitu ia tetap mempunyai satu maksud. Hasil pertanian wajib untuk dikeluarkan zakat
daripadanya. Dalil-dalil yang mewajibkan zakat pertanian antaranya adalah seperti berikut:

Al-Quran

Firman Allah s.w.t di dalam surah al-Baqarah :
“Wahai orang-orang yang beriman! belanjakanlah (pada jalan Allah) sebahagian dari
hasil usaha kamu yang baik-baik, dan sebahagian dari apa yang Kami keluarkan dari
bumi untuk kamu”

(Surah Al-Baqarah 2 : 267)

dan firman Allah dalam surah al-An’am :

' pranam Dhar, “Zakat as a Measure of Social Justice in Islamic Finance: An Accaountant’s Overview,” Journal

of Emerging Economies and Islamic Research 1, no. 1 (2013), diakses pada 10 Jun 2013,
http://www.jeeir.com/index.php/jeeir/article/view/35

Muhammad Ikhlas Rosele, Lugman Hj Abdullah & Mohd Anuar Ramli, “al-Qaradawi’s Juristic Perspectives on
Zakah of Agricultural Wealth As Reflected in His Figh al-Zakah: A Brief Survey” (Makalah National Seminar
on Contemporary Figh: Issues and Challenges, UIAM, 18-19 Disember 2012), 288.

Mansur bin Yunus al-Buhuti, Kasyaf al-Qina’ ‘an Matn al-Igna’(Riyad : Dar ‘Alam al-Kutub, 2003), 3: 803-
804 ; ‘Abdul Karim Zaidan, al-Mufassal fi Ahkam al-Mar’ah wa al-Bait al-Muslim (Beirut : Muassasah al-
Risalah, 1993), 1: 343.

Mujaini Tarimin,Zakat Pertanian ; Sistem dan Pelaksanaannya(Kuala Lumpur : Dewan Bahasa dan Pustaka,
1990), 2.

Yusuf al-Qaradawi, Figh al-Zakah Dirasah Mugaranah li Ahkamiha wa Falsafatiha fi Dhau’ al-Qur’an wa al-
Sunnah (Kaherah: Maktabah Wahbah, 1994), 1: 329.
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“Makanlah dari buahnya ketika ia berbuah dan keluarkanlah haknya (zakatnya) pada
hari memetik atau menuainya; dan janganlah kamu melampau-lampau (pada apa jua
yvang kamu makan atau belanjakan), sesungguhnya Allah tidak suka kepada orang-orang
yang melampau-lampau”

(Surah Al-An’am 6 : 141)
Al-Sunnah
Sabda Rasulullah s.a.w :

BB e MR W T P RV EN
“Pada apa-apa yang diairi (disirami) dengan air hujan, mata air atau air tanah
(takungan) dikenakan (zakat) sebanyak 10% , sedangkan pada apa-apa yang diairi
dengan tenaga dikenakan (zakat) sebanyak 5%

(Hadis riwayat al-Bukhari)
Sabda Rasulullah s.a.w :

PralBeb bl e RN VPP P g P N
Yang bermaksud : “Pada apa-apa yang diairi dengan sungai dan hujan dikenakan
(zakat) sebanyak 10%, sedangkan pada apa-apa yang diairi dengan pengairan
dikenakan (zakat) sebanyak 5%

(Hadis riwayat Ahmad dan Muslim)

Serta beberapa hadis lain yang menyatakan hasil pertanian dikeluarkan zakat.

Ijma’
Para ulama’ telah ijma’ dalam mewajibkan zakat dari hasil yang dikeluarkan dari bumi, tetapi mereka
berbeza pendapat dari sudut perinciannya sahaja'.

2.1 Perlaksanaan Kutipan Zakat Pertanian di Malaysia

Zakat pertanian merupakan antara sumber zakat yang penting di Malaysia, ini kerana sektor pertanian
antara sektor utama yang menjadi tulang belakang kepada ekonomi di Malaysia di samping sektor
perkhidmatan dan perkilangan'®.Sosio ekonomi masyarakat Malaysia juga antaranya berasaskan
pertanian. Pertubuhan-pertubuhan kutipan zakat di Malaysia telah pun menjalankan kutipan zakat hasil
tanaman atau pertanian demi merealisasikan tuntutan syariat. Di dalam bahagian ini akan membincangkan
secara ringkas dan umum berkenaan perlaksanaan kutipan zakat di Malaysia.

Hasil pertanian yang wajib dikeluarkan di Malaysia adalah hasil pertanian yang berbentuk makanan asasi
(qut al-balad) dan mengenyangkan bagi sesebuah negeri. Pentakrifan inilah yang diperjelaskan oleh
kebanyakan pusat pungutan zakat negeri di Malaysia seperti Selangor'’, Melaka'®, Pahang'’dan selainnya.

'3 Abu Bakr bin Mas’ud al-Kasani, Badai’ al-Shanai’ fi Tartib Syarai’(Beirut : Dar al-Kutub al-‘Ilmiyah, 2003),
2:495.

' Mohd Faisol Ibrahim & Suhana Musani, Zakat dan Perlaksanaannya di Malaysia (Sabah: UMS, 2010), 17;
Aziz Abdul Majid, Ab. Latif Ibrahim, Norizan Md. Nor & Hassan Naziri Khalid, “Pertanian Mapan: Cabaran
dan Strategi Pembangunan Dalam Sektor Pertanian Di Negeri Perlis,” (makalah Society Space and Environment
In A Globalised World Prospects & Challenges, City Bayview Hotel, Penang, 29-30 April 2003), 277.

Lembaga Zakat Selangor, “Zakat Pertanian,”e-zakat.com,diakses pada 8 Jun 2013http://www.e-
zakat.com.my/zakat-harta/zakat-pertanian/
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Dalam konteks Malaysia dimaklumi bahawa makanan asasi masyarakatnya adalah beras ataupun padi,
oleh kerana itu zakat tanaman adalah diwajibkan ke atas padi apabila telah sempurna syarat-syaratnya®’.

Syarat-syarat wajib zakat pertanian, tanaman atau lebih khususnya padi adalah seperti berikut*':
1. Islam

il. Sempurna Milik

1ii. Merdeka

iv. Cukup Nisab

v. Biji-bijian dan buah-buahan ditanam oleh manusia

Nisab bagi zakat pertanian pula dilihat berbeza di antara setiap negeri di Malaysia. Lihat Jadual 1 berikut:

Jadual 1: Kadar Nisab Zakat Pertanian di Negeri-Negeri di Malaysia

Negeri Kadar Nisab (kg)
Johor* 816.75
Kedah®™ 1300.49
Kelantan® 875
Melaka™ 1300
Negeri Sembilan” 1306
Pahang”’ 1000
Perak™ 363 gantang
Perlis™ 986.7
Pulau Pinang”’ 1300
Sabah -
Sarawak’' 1080
Selangor” 1306
'8 Pusat Zakat Melaka, “Zakat Pertanian,”izakat.com,diakses pada 8 Jun
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2013,http://www.izakat.com/index.php?option=com_content&view=article&id=14&Itemid=13&lang=bm

Pusat Kutipan Zakat Pahang, “Zakat Tanaman (Padi),”zakatpahang.my, diakses pada 8 Jun
2013,http://www.zakatpahang.my/v2/TanamanAbstrak.aspx

Jabatan Wakaf, Zakat dan Haji Jabatan Perdana Menteri, Manual Pengurusan Pengiraan Zakat (Putrajaya:
Jabatan Wakaf, Zakat dan Haji, 2009), 44.

Jabatan Wakaf, Zakat dan Haji, Manual Pengurusan Pengiraan Zakat, 44.

MAIJ, “Zakat Pertanian (buah-buahan dan  bijiran),”maij.gov.my, diakses pada 8 Jun
2013,http://www.maij.gov.my/zakat/

Jabatan Zakat Negeri Kedah, ‘“Nisab Zakat Padi,”zakatkedah.com, diakses pada 8 Jun
2013http://www.zakatkedah.com/index.php/padi

MAIK, “Kadar Nisab Zakat Tanaman (Padi),”’e-maik.my, diakses pada 8 jun 2013http://www.e-
maik.my/public_new/index.php?option=com_content&view=article&id=237&Itemid=1199

Pusat Zakat Melaka, “Zakat Pertanian,”

Pusat Zakat Negeri Sembilan, “Zakat Pertanian (Padi),”’zakatns.com, diakses pada 8 Jun
2013,http://www.zakatns.com.my/ver4/info-zakat/jenis-zakat/zakat-pertanian-padi

Pusat Kutipan Zakat Pahang, “Zakat Tanaman (Padi),”

Hasan Bahrom & Ezani Yaakub, Pengurusan Zakat Semasa (UPENA, UiTM: Selangor, 2006), 69.

Nuruul Hidayah Mansor, “Analisis Perbandingan Amalan Kaedah Pembayaran Zakat Tanaman: Kajian di
Negeri Selangor dan Perlis,”(Disertasi Sarjana Syariah, Universiti Malaya, 2012), 84

Zakat Pulau Pinang, “Zakat Pertanian,”zakatpenang.com,diakses pada 8 Jun
2013http://www.zakatpenang.com/index.php/kutipan/jenis-zakat/zakat-pertanian

Tabung Baitulmal Sarawak, “Zakat Tanaman dan Pertanian,”fabung-baitulmal-sarawak.org.my, diakses pada 8
Jun 2013,http://www.tabung-baitulmal-sarawak.org.my/zakatpertanian3.html

Nuruul Hidayah Mansor, “Analisis Perbandingan Amalan Kaedah Pembayaran Zakat Tanaman: Kajian di
Negeri Selangor dan Perlis,” 84
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Terengganu’> 937.5
Wilayah Persekutuan™ | 363 gantang

Kadar zakat yang perlu dikeluarkan apabila hasil pertanian sudah mencukupi atau melebihi nisab adalah
sebanyak 5% jika diari oleh alat bantuan seperti jentera dan sebagainya. Jika tanaman diairi oleh air hujan
atau secara alami maka kadar zakat yang wajib dikeluarkan adalah sebanyak 10%’. Walaubagaimanapun
ada antara negeri di Malaysia meletakkan kadar zakat sebanyak 7.5% sekiranya kedua-dua kaedah
pengairan tersebut digunapakai®®, contohnya adalah negeri Melaka®’, Sarawak®®, Wilayah Persekutuan®
dan selainnya.

2.2 Pemerkasaan Zakat Pertanian

Pemerkasaan zakat begitu penting bagi mengimbangi dan mempertingkatkatkan ekonomi umat Islam,
Memperkasakan zakat juga dilihat sebagai suatu bentuk pemerkasaan manusia, ini adalah kerana zakat
merupakan suatu mekanisme ekonomi yang berbentuk global dan bersifat manusiawi®. Oleh kerana itu
apabila sistem zakat dapat diperkukuhkan taraf hidup umat Islam juga meningkat dan seimbang.
Walaubagaimanapun kertas kerja ini hanya melakukan sorotan terhadap sub-bidang zakat sahaja iaitu
zakat pertanian dan pemerkasaannya di Malaysia.

Zakat pertanian dilihat boleh diperkasakan di Malaysia, ini kerana Malaysia giat dalam mengusahakan
sektor pertanian di samping sektor-sektor lain. Sektor pertanian juga merupakan sektor ekonomi primer
yang merupakan sumber pendapatan negara®'. Berikut adalah beberapa cadangan dalam memperkasakan
zakat pertanian di Malaysia:

2.2.1 Memperbanyakkan sumber-sumber pertanian yang perlu dizakatkan

Ulama-ulama figh berbeza pendapat dalam menentukan jenis sumber-sumber pertanian yang wajib

dikeluarkan zakat. Secara asasnya terdapat 4 perbezaan pendapat mengenai isu ini;

i) Kewajipan zakat pertanian hanya terbatas kepada empat hasil pertanian sahaja (gandum, barli, kurma
dan kismis). Ia merupakan pendapat Ibnu ‘Umar dan sebahagian ulama’ salaf **,

i) Semua yang dikeluarkan daripada bumi yang bertujuan untuk menyuburkan tanah (memperoleh hasil)
wajib untuk dikenakan zakat padanya®. Pendapat ini dikemukakan oleh Imam AbuHanifah* yang

juga merupakan pendapat ‘Umar ‘Abdul ‘Aziz, Mujahid, al-Nakha’i*’ dan Hammad.

3 MAIDAM, “Zakat Tanaman, terengganu.gov, diakses pada 8 Jun
2013,http://www.terengganu.gov.my/maxc2020/baitulmgmt/gen.zakatTanaman.php

PPZ MAIWP, “Zakat Pertanian,”’zakat.com, diakses pada 8 Jun 2013,http://www.zakat.com.my/en/zakat-
pertanian.html

Mohd Liki Hamid, “Hubungan Budaya dan Hukum: Tumpuan Khusus Terhadap Perubahan Amalan Pertanian
Padi di Kedah dan Kesannya Kepada Ibadat Zakat Padi,” dlm Hukum Islam dan Budaya Tempatan, Md. Saleh
Hj. Md, Abd Karim Ali, Ridzwan Ahmad, Mohamad Zaidi Abd. Rahman (Kuala Lumpur:Jabatan Figh dan
Usul, UM, 2006), 206

% “Isam Abu al-Nasr, al-Itar al-Fighi wa al-Mahasabi li al-Zakah (Kaherah: Dar al-Nasyr i al-Jami’at, 2010),
186.

Pusat Zakat Melaka, “Zakat Pertanian,”

Tabung Baitulmal Sarawak, “Zakat Tanaman dan Pertanian,”

* PPZ MAIWP, “Zakat Pertanian,”

4 Zarina Kadri, Sanep Ahmad & Mohd Ali Mohd Noor, “Zakat Sebagai Pemangkin Pembangunan Ekonomi: Ke
Arah Negara Berpendapatan Tinggi,” dlm Prosiding Perkem VII (Bangi: UKM, 2012) 1263-1273. 2: 1265
Mohd Faisol Ibrahim & Suhana Musani, Zakat dan Perlaksanaannya di Malaysia, 17.

2 Ibn Qudamahal-Maqdisi,4/-Mughni (Kaherah: Hajar, 1992), 4: 156-157/160.

#  al-Qaradawi,Figh al-Zakah, 1: 383-384.
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iii) Mensyaratkan bahawa hasil pertanian yang dikenakan zakat mestilah berbentuk makanan asasi yang
boleh disimpan lama. Pendapat ini dikemukakan oleh Imam Malik dan Imam al Syafi’i*.

iv) Hanya hasil pertanian yang boleh disukat, tahan lama dan boleh dikeringkan sahaja akan dikenakan
zakat. Pendapat ini didokong oleh Imam Ahmad®’.

Pandangan Imam Abu Hanifah dilihat relevan pada masa kini. Ini kerana sumber kekayaan hasil bumi
bukanlah terhad hanya kepada jenis-jenis tanaman tertentu sahaja. Di Malaysia perusahan tanaman dan
hasil pertanian juga berkembang pesat dan sewajarnya hasil tersebut juga perlu dikenakan zakat seperti
tebu, nanas, limau dan sebagainya. Perkara ini juga secara lansung dapat meningkatkan hasil kutipan
zakat pertanian di Malaysia dan dapat meningkatkan taraf ekonomi orang yang memerlukan serta
melepaskan umat Islam dari kesusahan.

Al-Qaradawi di dalam kitabnya Figh al-Zakah bersetuju dengan pendapat Imam Abu Hanifah ini.
Beliau menyebut:

“Pendapat inilah bertepatan dengan al-Quran dan al-Sunnah, dan ianya juga seiring

dengan hikmah pensyariatan zakat, tidaklah dikatakan suatu hikmah sekiranya Allah

mewajibkan zakat kepada petani yang menanam barli dan gandum, dan mengecualikan

(membayar zakat) pemilik kebun-kebun limau, mangga ataupun epal ™

Nas-nas yang terdapat di dalam al-Quran yang menyatakan kewajipan zakat pertanian adalah
bersifat umum dan tidak menentukan dan mengkhususkan jenis sumber pertanian yang wajib dizakatkan
sebagaimana firman Allah s.w.t di dalam surah al-Baqarah 2 : 267, dan surah al-An’am 6 : 141. Begitu
juga di dalam hadis Rasulullah s.a.w®., sabda Baginda s.a.w :

“Pada apa-apa yang diairi (disirami) dengan air hujan, mata air atau air tanah
(takungan) dikenakan (zakat) sebanyak 10% , sedangkan pada apa-apa yang diairi
dengan tenaga dikenakan (zakat) sebanyak 5%

(Hadis riwayat al-Bukhari)

Berasaskan pendapat inilah semua tanaman yang ditanam untuk memperolehi hasil perlulah dizakatkan
termasuklah tumbuhan hijau seperti sayur-sayuran dan buah-buahan yang tidak tahan lama dan cepat
busuk. Ini adalah kerana zakat pertanian akan dikenakan pada setiap tumbuhan yang sudah menjadi,
contohnya tumbuhan yang kering dizakatkan apabila ia sudah kering, dan tumbuhan yang basah
dizakatkan apabila ia sudah masak™. Zakat daripada tumbuhan hijau diambil mengikut nilainya bukan
fizikalnya oleh kerana tumbuhan hijau cepat rosak dan busuk.Antara ulama’ tersebut adalah al-Zubhri,
Maimun bin Mihran, al-Auza’i’', Ata’ al-Khurasani, al-Sya’bi>> dan selain mereka.Di samping itu hasil
tanaman selain padi (di Malaysia terutamanya) dilihat lebih membuahkan hasil dan mendatangkan

#  <Ali bin Abu Bakr al-Mirghinani,Bidayat al-Mubtadi (Kaherah: Matba’ah al-Futuh, t.t.), 41; Ibn al-
Humam,Fath al-Qadir (Beirut: Dar al-Kutub al-‘Ilmiyyah, 2003), 2: 248.

* Ybn al-Humam,Fath al-Qadir, 2: 249.

% al-Syafi’i,dl-Umm (Beirut: Dar al-Kutub al-‘Ilmiyah, 2002), 2: 46 ; al-Qurtubi,Al-Jami’ li Ahkam al-Qur’an

(Beirut : Mu’asasah al-Risalah, 2006), 9: 55 ; Ibn al-‘Arabi,dhkam al-Qur’an (Beirut : Dar al-Kutub al-

‘Ilmiyah, 2003), 2: 283.

Pendapat yang mensyaratkan bahawa hanya hasil pertanian yang boleh disukat sahaja yang dikenakan zakat,

lihat ; Ibn Qudamah,4l-Mughni, 4: 155-156.

*®  al-Qaradawi,Figh al-Zakah, 1: 384.

¥ Syams al-Din al-Sarakhsi,4/-Mabsut(Beirut : Dar al-Ma’rifah, 1978), 3: 2.

0 al-Qaradawi,Figh al-Zakah, 1: 386.

31 Abu ‘Ubaid, Al-Qasim bin Salam,Kitab al-Amwal (Beirut : Dar al-Syurug, 1989), 604.

2 Yahya bin Adam al-Qarasyi, Kitab al-Kharaj (Kaherah : Al-Matba’ah As-Salafiyyah,1384H), 142.
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kekayaan kepada pengusahanya™. Oleh kerana itulah adalah wajar sekiranya hasil pertanian selain padi di
Malaysia seperti keledek, pisang, sawit dan selainnya juga dikenakan zakat.

Walaupun begitu, terdapat perkara yang perlu diberi perhatian iaitu membezakan antara bentuk-bentuk
tanaman yang dikenakan zakat perniagaan (iaitu tanaman yang ditanam bertujuan untuk diniagakan) dan
tanaman yang dikenakan zakat pertanian. Oleh kerana itu dicadangkan agar kajian yang lebih terperinci
dilakukan untuk mengklasifikasikan jenis tanaman-tanaman tersebut dalam usaha untuk mewajibkan
zakat pertanian ke atas tanaman selain padi di Malaysia. Tambahan pula wujudnya kesediaan masyarakat
untuk membayar zakat dari hasil pertanian yang diikhtilafkan™. Ini dapat memungkinkan penambahan
sumber-sumber hasil pertanian yang diwajibkan zakat dapat direalisasikan.

2.2.2 Menyelaraskan kadar nisab bagi setiap negeri
Perbezaan kadar nisab bagi zakat tanaman di antara negeri-negeri di Malaysia perlulah diselaraskan.
Ianya bertujuan untuk menjamin keseimbangan dan kestabilan sosio ekonomi umat Islam di Malaysia dan
menepati prinsip-prinsip keadilan dalam kutipan hasil zakat. Nisab bagi zakat pertanian adalah sebanyak
5 awsugq dan hasil pertanian yang kurang daripada kadar nisab tersebut tidak diwajibkan zakat, sebagai
mana sabda Rasulullah s.a.w yang bermaksud:

“Apa-apa yang kurang daripada 5 awsuq tidak diwajibkan zakat”

(Hadis muttafaq ‘alaih)

Untuk menyelaraskan kadar nisab bagi setiap negeri di Malaysia perlu berapakah jumlah atau perkiraan 5
awsuq tersebut. Menurut al-Qaradawi perkiraan 5 awsug adalah sebanyak 300 sa’ (gantang). Penentuan
tersebut berdasarkan sebuah hadis da ’if *serta berpegang dengan ijma’ yang dinukilkan oleh Ibnu Munzir
dan selainnya™.

Timbul pula persoalan dalam menentukan saiz besarnya satu sa’. Ulama’ bersepakat dalam sukatan
sa’yang dipakai adalah sukatan sa’ Madinah, tetapi mereka berbeza dalam mengenalpasti besarnya satu
sa’ tersebut. Terdapat dua pendapat yang masyhur berkenaan satu sa’. Pendapat pertama adalah satu sa’
bersamaan dengan 5 1/3 kati Baghdad yang merupakan pendapat ulama’ figh Hijaz’'. Pendapat kedua
pula adalah satu sa’ bersamaan dengan 8 kati Baghdad yang merupakan pendapat ulama’ figh Iraq™".

Pendapat yang terpilih adalah satu sa’ bersamaan dengan 5 1/3 kati Baghdad. Al-Qaradawi juga
berpendapat bahawa satu sa’ adalah bersamaan dengan 5 1/3 kati Baghdad™. Pendapat ini berasaskan
beberapa bukti, antaranya Imam Malik sendiri telah menakar sendiri besar sa” penduduk Madinah yang
masih kekal sehingga zaman beliau®. Abu Yusuf juga telah menakar sendiri besar sa’ penduduk madinah

3 Asmak Ab. Rahman & Joni Tamkin Borhan, “Isu Dalam Kutipan Zakat Pertanian: Kajian di Selangor,” dlm.

Teori dan Aplikasi Kontemporari Sistem Ekonomi Islam di Malaysia, ed. Abdullah Alwi Hj. Hassan et al.

(Kuala Lumpur: Utusan Publications & Distributors Sdn Bhd, 2005), 151-152.

Sanep Ahmad, Hairunnizam Wahid & Wiyadi, “Potensi dan Cabaran Terhadap Perluasan Sumber Zakat Sektor

Pertanian di Malaysia,” Jurnal Manajemen dan Bisnis 12, no. 1 (2006) : 74.

Sabda Rasulullah s.a.w yang bermaksud: “Satu wasaq itu bersamaan dengan 60 sa (Hadis riwayat Ibn Majah)

%6 Yahya bin Syaraf al-Nawawi, al-Majmu’ Syarh al-Muhadhdhab. (Jeddah : Maktabah al-Irsyad, t.t.), 5: 439.

7 Muhammad bin Ahmadal-Dasuqi, Hasiyat al-Dasugi ‘ala Syarh al-Kabir(Dar Thya’ al-Kutub al-‘Arabiyyah,
1980), 1: 506 ; Yahya bin Syarafal-Nawawi, Raudah al-Talibin(Riyadh : Dar ‘Alam al-Kutub, 2003), 2: 93-94 ;
Muhammad bin Muhammadal-Khatib al-Syarbini, Al-Igna’ fi Hill Alfaz Abi Syuja’(Beirut : Dar al-Kutub al-
Ilmiyah,2004), 1: 458.

*  Ibn al-Humam, Fath al-Qadir,2: 301-302, Lihat juga : al-Qaradawi,Figh al-Zakah, 1: 393-394.

% al-Qaradawi,Figh al-Zakah, 1: 398.

60 al-Baihaqi,al-Sunan al-Kubra (Beirut : Dar al-Kutub al-‘Ilmiyah, 2003), 4: 286.
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ketika beliau selesai menunaikan haji, sehingga beliau menukar pendapatnya dengan menerima pendapat
penduduk Madinah®'.

Namun timbul permasalahan yang timbul adalah kiraan semasa (kg) bagi 1 kati Baghdad, perlunya ada
usaha untuk mendapatkan kiraan tepat bagi 1 kati Baghdad tersebut mengikut sukatan Malaysia.
Walaubagaimanapun terdapat 2 alternatif untuk menyelaraskan timbangan nisab zakat pertanian;

1) Pertama: Al-Qaradawi telah melakukan kiraan nisab 5 awsug mengikut kiraan semasa. Beliau
mendapati bahawa 5 awsuq adalah bersamaan dengan 653 kg gandum. Kadar berat ini boleh
digunapakai (digiyaskan)dalam timbangan nisab bagi beras®.

2) Kedua: Memilih satu kadar yang telah ditentukan oleh setiap negeri untuk menjadikan kadar
nisab yang sesuai diaplikasikan di Malaysia. Kadar nisab yang dilihat sesuai adalah 363 gantang
beras yang bersamaan 1300 kg beras. Timbangan inilah yang perlu kita selaraskan bagi setiap
negeri di Malaysia.

Perbincangan nisab 5 awsuqg adalah sesuai digunakan bagi hasil pertanian yang boleh diliter. Bagi hasil
pertanian yang tidak boleh disukat dengan menggunakan sa’ hendaklah dikeluarkan zakat dengan
menggunakan mata wang mengikut nilai 5 awsug bijian yang sederhana nilai harganya. Nilai harga
barang memang berbeza di antara setiap negara, jadi penentuan itu hendaklah diserah kepada setiap
ilmuan di negara tersebut™.Sebagai contoh, nisab bagi tebu adalah mengikut nilai 5 awsug padi atau
dalam kilogram adalah lebih kurang 653 kg padi yang mempunyai harga yang sederhana®. Harga
sederhana digunakan sebagai ukuran adalah untuk menjaga dua kepentingan iaitu, kepentingan fakir
miskin dan kepentingan pemilik kekayaan®.

2.2.3 Melakukan pentaksiran ke atas tanaman

Pentaksiran dilakukan ke atas tanaman adalah untuk mengetahui jumlah yang perlu dizakatkan oleh
petani dengan lebih awal®. Pentaksiran atas tanaman dilihat perlu bahkan ianya sunat dilakukan menurut
para fuqaha’, oleh kerana itu pemerintah perlu mewujudkan para pegawai atau pekerja untuk melakukan
kerja-kerja pentaksiran®’. Objektif paling jelas dalam melakukan pentaksiran ialah untuk memberi
kebebasan kepada pemilik untuk melakukan apa-apa urusan terhadap hasil pertaniannya®.

Walaubagaimanapun dalam isu ini terdapat dua golongan yang berbeza pendapat, golongan yang
mengatakan sah menggunakan kaedah pentaksiran dan yang mengatakan tidak sah. Golongan tersebut
adalah :
1- Jumhur ulama’. Mengikut jumhur ulama’ menggunakan kaedah pentaksiran adalah sah, dan
mereka berhujah dengan dalil daripada hadis Nabi s.a.w®.

o1 al-Baihaqi,al-Sunan al-Kubra, 4: 286.

62 Sayed Sikandar Shah Haneef & Mek Wok Mahmud, Issues in Contemporary Zakah A Juristic Analytical
Evaluation, 23.

63 al-Qaradawi,Figh al-Zakah, 1: 403

% Contoh ini adalah berasaskan inisiatif penulis, bertujuan untuk memudahkan kefahaman terhadap perbincangan
tersebut.

6 al-Qaradawi,Figh al-Zakah, 1: 403.

6 Mahmood Zuhdi Abd. Majid, Pengurusan Zakat (Kuala Lumpur: Dewan Bahasa dan Pustaka, 2003), 264.

7 Ibn Qudamah al-Magqdisi, al-Mughni (Riyadh: Dar ‘Alim al-Kutub, 1997) 4: 173-174, al-Nawawi,al-Majmu’
Syarh al-Muhadhdhab, 5: 459.

% Mahmood Zuhdi, Pengurusan Zakat, 264.

% Ibn Qudamah,al-Mughni, 4: 173.
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2- Imam Abu Hanifah pula berbeza dengan jumhur. Beliau berpendapat kaedah pentaksiran
adalah tidak sah. Beliau berhujah bahawa kaedah pentaksiran merupakan satu bentuk
anggaran dan agakkan. Anggaran dan agakkan tidak boleh dijadikan sumber hukum™.

Pendapat yang diterima adalah pendapat yang dikemukakan jumhur ulama’ kerana adanya nas yang
jelas”'. Namun perlu ditekankan bahawa pentaksiran ini bukanlah sesuatu yang mengikat. Pemilik hasil
tanaman boleh menolaknya (jumlah taksiran) sekiranya ia tidak tepat berbanding jumlah sebenar setelah
disukat. Al-Syirazi menyatakan sekiranya kesilapan (pentaksiran) yang didakwa itu terlalu besar sehingga
mencecah 1/3 atau 1/4 maka dakwaan pemilik hasil itu perlu ditolak. Sekiranya dakwaan kesilapan itu
dalam kadar yang munasabah, dakwaan pemilik hasil itu perlu diterima dengan disertai sumpah’>.

Asasnya pentaksiran ini dilakukan kepada kurma dan anggur sahaja. Berkenaan hasil pertanian selain
daripada kurma dan anggur, jumhur berpendapat bahawa selain kurma dan anggur tidak boleh ditaksir,
manakala al-Zuhri, al-Laith dan al-Auza’i berpendapat bahawa selain kurma dan anggur boleh digunakan
kaedah pentaksiran”. Imam Yahya juga mengharuskan dilakukan pentaksiran ke atas tanaman (selain
buah-buahan) kerana maslahah™.

Dicadangkan di Malaysia agar melakukan pentaksiran ke atas semua jenis sumber-sumber pertanian yang
layak dikenakan zakat. lanya dapat melancarkan perakaunan zakat pertanian, mampu menjamin keakuran
petani untuk membayar zakat serta memudahkan para petani melakukan urusan terhadap hasil
pertaniannya dan memudahkan pengutip zakat dalam melakukan urusan berkaitan perlaksanaan zakat
pertanian.

23 Zakat atas penyewa dan tuan tanah

Di Malaysia amalan menyewa dan memberi sewa tanah telah lama dipraktikkan, termasuklah amalan
menyewa tanah pertanian. Jadi persoalan yang timbul siapakah yang perlu membayar zakat, adakah
pemilik tanah kerana pemilikannya terhadap tanah tersebut dan mendapat keuntungan atas sewaannya
ataupun orang yang menyewa kerana secara zahir dialah yang mengusahakan tanah dan tanaman dan
yang mengeluarkan hasil dari tanah tersebut.

Ulama-ulama figh juga berbeza pendapat dalam isu ini. Secara asasnya di dalam persoalan ini terdapat

dua pandangan yang utama;

i) Pendapat Imam Abu Hanifah: Imam Abu Hanifah berpendapat bahawa zakat hanya dikenakan ke atas
pemilik tanah”. Ini adalah kerana zakat pertanian (‘usyr) diwajibkan ke atas tanah yang
mengeluarkan hasil bukan ke atas bijian ataupun hasil pertanian’®, alasan lain adalah kerana ‘usyr
dikenakan ke atas manfaat dari tanah, dan manfaat dari tanah itu sebenarnya di serahkan kepada
penyewa dalam bentuk bayaran sewa, dan sewa adalah ganti kepada manfaat yang diperoleh dari
tanah. Oleh kerana itu zakat dikenakan ke atas pemilik tanah, berasaskan kaedah hukum perkara yang
menggantikan mengambil hukum perkara yang digantikan’’

0 al-Qaradawi,Figh al-Zakah, 1:410. Muhammad bin ‘Ali al-Syaukani, Nail al-Awtar (Mesir: Dar al-Hadis,
2005), 2: 507.

"' al-Syaukani, Nail al-Awtar, 2: 507.Abu ‘Ubaid, Kitab al-Amwal,588/595.

> Ibrahim bin ‘Ali al-Syirazi, al-Muhazzab fi Figh al-Imam al-Syafi’i (Beirut: Dar al-Kutub al-‘Ilmiyyah, 1995),
1: 287

7 Ibn Qudamah, al-Mughni, 4: 178-179.

74 al-Syaukani, Nail al-Awtar, 2: 507.

s al-Kasani, Badai’ al-Shanai’ fi Tartib Syarai’, 2: 499 ; Ibn al-Humam, Fath al-Qadir, 2: 256.

76 al-Sarakhsi, al-Mabsut, 3: 5. Lihat juga : Ibnu Qudamah,al-Mughni, 4: 201 ; al-Mawardi,al-Hawi al-Kabir
(Beirut : Dar al-Kutub al-‘Ilmiyah, 1999), 3: 254.

7" al-Sarakhsi, al-Mabsut, 3: 5.
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ii) Pendapat jumhur: Jumhur ulama pula berpendapat bahawa zakat hanya dikenakan keatas penyewa,
oleh kerana zakat diwajibkan ke atas hasil tanaman bukan tanah yang mengeluarkan hasil tanaman
itu”,

Ibnu Rusyd telah melakukan penjelasan berkenaan asas perbezaan Imam Abu Hanifah dan Jumhur. Ibn
Rusyd menjelaskan sebab perbezaan pendapat dua golongan tersebut adalah penentuan sama ada zakat itu
merupakan hak tanah ataupun hak hasil tanaman ataupun hak keduanya. Tetapi tidak ada yang
berpendapat bahawa ia merupakan hak keduanya. Sedangkan ia adalah hak keduanya (iaitu hak tanah dan
hak hasil tanaman). Mereka berpendapat bahawa zakat mestilah merupakan hak salah satu antara
keduanya, perbezaan yang timbul adalah yang mana satukah di antara dua perkara itu lebih utama untuk
dikenakan zakat.Maka jumhur berpendapat bahawa zakat dikenakan atas hasil tanaman, dan AbuHanifah
berpendapat bahawa zakat dikenakan atas asal kepada benih iaitu tanah”.

Apabila diteliti penjelasan yang dikemukan oleh Ibn Rusyd mempunyai asasnya. Oleh kerana itu adalah
wajar sekiranya zakat dikenakan ke atas penyewa dan tuan tanah. Perkara ini dapat meningkatkan hasil
kutipan zakat di Malaysia dalam rangka mempertingkatkan ekonomi umat Islam. Al-Qaradawi juga
bersetuju dengan pendapat Ibn Rusyd ini, di mana zakat pertanian diwajibkan ke atas tanah dan ke atas
hasil pertanian, bukan ke atas salah satu daripada dua perkara tersebut.Ini bermakna pemilik tanah dan
penyewa hendaklah mengeluarkan zakat pertanian®.

Tetapi masih terdapat persoalan yang timbul apabila pemilik tanah dan penyewa perlu mengeluarkan
zakat, iaitu bagaimanakah cara kedua-dua mereka untuk mengeluarkan zakat secara bersama?. Berikut
adalah cara dan kaedah kiraan yang dikemukakan oleh al-Qaradawi;

Permulaannya, sewa yang dikenakan ke atas penyewa hendaklah ditolak sebagai hutang yang ditanggung
oleh pembayar zakat.Ini bermakna hasil pertanian hendaklah ditolak dengan segala hutang yang
ditanggung dan pembiayaan, dan kemudian barulah dikeluarkan zakat dari bakinya apabila telah cukup
nisab samada sebanyak 10% ataupun 5%.

Contoh kiraannya adalah, seorang lelaki telah menyewa sawah untuk menanam padi dengan harga sewaan
sebanyak 20 junaih.Hasil yang diperolehi daripada sawah itu adalah 100 irdadb yang mana setiap 1 irdab
berharga 4 junaih. Maka penyewa hendaklah menolak hasil pertanian yang diperolehi itu sebanyak 50
irdab untuk bayaran sewa sawah (50 irdab x 4 junaih= 200 junaih ) sepanjang sepuluh bulan ( 10 bulan x
20 junaih = 200 junaih). Contohnya penyewa telah menggunakan sebanyak 40 junaih (bersamaan dengan
10 irdab) untuk tujuan pembiayaan juga hendaklah ditolak. Maka setelah ditolak yang tinggal hanyalah
sebanyak 40 irdab sahaja pada penyewa (cukup nisab), dan hendaklah dia mengeluarkan sebanyak 5%
(atau 10% mengikut kaedah pengairan) daripada 40 irdab untuk dizakatkan iaitu sebanyak 2 irdab.
Manakala pemilik tanah hendaklah mengeluarkan zakat daripada hasil bayaran sewa yang diperolehi,
iaitu sebanyak 200 junaih.contohnya pemilik tanah perlu membayar cukai ataupun kharaj sebanyak 40
Jjunaih, maka 40 junaih hendaklah ditolak dari 200 junaih. Maka yang tinggal pada pemilik tanah adalah
sebanyak 160 junaih (cukup nisab), maka wajib untuknya mengeluarkan zakat sebanyak 5% daripada 160

" Ibn Rusyd, Bidayah al-Mujtahid wa al-Nihayah al-Mugtasid (Beirut: Dar al-Kutub al-‘Ilmiyyah, 2009), 1: 368 ;
al-Nawawi,al-Majmu’ Syarh al-Muhadhdhab, 5: 481; al-Mawardi,al-Hawi al-Kabir, 3: 254 ; Tonu Qudamah,al-
Mughni, 4: 201. Lihat juga : al-Qaradawi,Figh al-Zakah, 1: 428.

7 Ibn Rusyd,Bidayah al-Mujtahid wa al-Nihayah al-Mugtasid, 1: 368.

8% al-Qaradawi,Figh al-Zakah, 1: 429.
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Jjunaih, iaitu 8 junaih.*'Sekiranya setelah ditolak sewa dan pembiayaan dan baki yang tinggal tidak
mencukupi nisab maka zakat tidak lagi diwajibkan keatas penyewa.

Mengenai pemilik tanah pula ia tidaklah wajib mengeluarkan zakat daripada hasil pertanian itu tetapi dia
wajib mengeluarkan zakat daripada sewa yang diperolehi daripada penyewa yang mengusahakan tanah
dan tanaman. Apabila duit sewa yang diperoleh itu mencukupi nisab (iaitu sebanyak RM 1470.15) maka
dia wajib mengeluarkan zakat sebanyak 10% ataupun 5% daripada duit sewa yang diperoleh tersebut.
Sekiranya terdapat hutang yang ditanggung, membayar kharaj, ataupun sara hidup, pemilik hendaklah
menolak kesemuanya itu terlebih dahulu sebelum mengeluarkan zakat™.

Contoh yang lain adalah® seorang penyewa telah menyewa tanah dengan harga sewaan sebanyak RM
200, dia telah mengusahakan padi di tanah tersebut. Hasil yang diperolehi daripada tuaian padi adalah
sebanyak 600 gantang beras. Dia juga telah menggunakan sebanyak RM 300 untuk membiaya
tanamannya itu.

Nisab zakat pertanian adalah 5 awsug mengikut ukuran gantang di Malaysia adalah sebanyak 363
gantang® iaitu bersamaan 1300 kg*, jadi 600 gantang x 3.58 kg = 2148 kg. 1 kg beras = RM 1.80, jadi
2148 kg x RM 1.80 = RM 3866.40. maka nilai sebanyak RM 3866.40 perlu ditolak dahulu harga sewa
tanah dan pembiayaan yang ditanggung oleh penyewa (petani) sebanyak RM 500. Jadi nilai bersih yang
berada ditangan penyewa adalah sebanyak RM 3366.40. Nisab zakat pertanian mengikut harga adalah
(363 gantang = 1300 kg x RM 1.80 = RM 2340) sebanyak RM 2340, jadi RM 3366.40 yang diperolehi
oleh petani adalah melebihi nisab dan hendaklah dia mengeluarkan zakat sebanyak 10% ataupun 5%
daripada RM 3366.40. Supaya pengiraan ini lebih mudah untuk difahami rujuk jadual 2;

Jadual 2: Pengiraan zakat yang dikenakan ke atas penyewa™

Pengiraan :
RM 3866.40 (Hasil pertanian yang diperolehi oleh
penyewa)
-RM 300.00 (Sewa tanah)
-RM 200.00 (Pembiayaan)
RM 3366.40 (Hasil bersih dan telah melebihi
nisab [RM 2340])
Maka 5% ataupun 10% daripada RM 3366.40 hendaklah dizakatkan.

Sekiranya setelah ditolak sewa dan pembiayaan dan baki yang tinggal tidak mencukupi nisab maka zakat
tidak lagi diwajibkan keatas penyewa. Mengenai pemilik tanah pula ia tidaklah wajib mengeluarkan zakat

' al-Qaradawi,Figh al-Zakah, 1: 431.

82 al-Qaradawi,Figh al-Zakah, 1: 430.

3 Contoh kiraan telah diubah oleh pengkaji menggunakan bentuk timbangan dan nilai harga di Malaysia supaya
lebih mudah difahami, ini disebabkan pengiraan yang dilakukan oleh al-Qaradawi di dalam kitabnya mengikut
kaedah kiraan di Mesir. Tetapi kaedah dan prinsip asas masih dikekalkan dan mengikut buku Figh al-Zakat.

84 PPZMAIWP, “Zakat Pertanian,” zakat.com, diakses pada 16 April
2012,http://www.zakat.com.my/index.php?option=com_content&view=article&id=102%3 Azakat-
pertanian&catid=10&Itemid=95&lang=ms

% Fatwa yang diwartakan di negeri Melaka pada 19 Nov 2009 (no. rujukan:JMM/BFB(S)/351/255/02/02; PUNM.
700-02/37) lihat JAKIM, “Kaedah Pengiraan Zakat Harta Bagi Negeri Melaka,”e-fatwa.gov, diakses pada 9 Jun
2013,http://www.e-fatwa.gov.my/fatwa-negeri/kaedah-pengiraan-zakat-harta-bagi-negeri-melaka

% Hasil analisis yang dilakukan oleh pengkaji.
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daripada hasil pertanian itu tetapi dia wajib mengeluarkan zakat daripada sewa yang diperolehi daripada
penyewa yang mengusahakan tanah dan tanaman. Apabila duit sewa yang diperoleh itu mencukupi nisab
(iaitu sebanyak RM 2340.00) maka dia wajib mengeluarkan zakat sebanyak 10% ataupun 5% daripada
duit sewa yang diperoleh tersebut. Sekiranya terdapat hutang yang ditanggung, membayar kharaj,
ataup;17n sara hidup, pemilik hendaklah menolak kesemuanya itu terlebih dahulu sebelum mengeluarkan
zakat™".

Pendapat ini dilihat lebih sesuai dengan prinsip keadilan dan toleransi.Penyewa membayar zakat hasil dari
tanaman dan buah-buahan yang dikurniakan Allah kepadanya setelah ditolak sewa, hutang dan
pembiayaan-pembiayaan lain, manakala pemilik pula membayar zakat hasil keuntungan yang
diperolehinya daripada tanah yang disewakannya itu apabila telah ditolak hutang, kharaj dan selainnya.
Dengan pertimbangan kewajipan yang adil itulah diambil apa yang terbaik dari pendapat AbuHanifah dan
apa yang terbaik dari pendapat jumhur. Zakat dikenakan berasaskan pemilikan masing-masing maka tidak
timbul persoalan membayar dua zakat pada sumber yang sama®. Kesimpulannya kaedah ini perlulah
diaplikasikan di Malaysia untuk meningkatkan hasil kutipan zakat serta memperkasakan zakat daripada
hasil pertanian.

3. KESIMPULAN

Zakat suatu bidang yang penting dalam Islam. Ia bukan sahaja ibadat sebagai bukti ketaatan kepada
Allah, bahkan ia mendatangkan kemaslahatan dalam kehidupan umat Islam. Memperkasakan zakat sama
seperti memperkasakan umat Islam. Pemerkasaan zakat dapat memberikan beberapa faedah antaranya,
mempertingkatkan taraf sosio ekonomi umat Islam, menjamin pusingan kekayaan (rounding wealth) di
kalangan masyarakat, membantu golongan yang memerlukan terutamanya fakir miskin dan sebagainya.

Disebabkan itulah setiap bidang-bidang pengurusan zakat perlu diperkasakan dari sudut sumber-sumber
zakat, kaedah kutipan dan agihan zakat serta mempertingkatkan produktiviti harta zakat. Kertas kerja ini
menyediakan beberapa cadangan yang perlu diberi perhatian dalam usaha memperkasakan zakat
pertanian di Malaysia. Oleh kerana itu perlu adanya kajian lanjutan dijalankan dalam merealisasikan
cadangan-cadangan serta idea-idea yang telah dikemukakan.
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ZAKAT PERTANIAN: KAJIAN METODOLOGI AL-QARADAWI
(ZAKAH ON AGRICULTURE: A STUDY ON AI-QARADAWI)

Mohd Farhan Md. Ariffin’
Muhammad Ikhlas Rosele’

ABSTRAK

Artikel ini bertujuan untuk memperlihatkan ketokohan al-Qaradawi dalam bidang figh. Kajian ini
khusus mengenai sumber dan metodologi hukum al-Qaradawi dan ianya menfokuskan terhadap
metodologi beliau dalam membantu menetapkan hukum zakat pertanian. Untuk mencapai objektif
tersebut, analisis dilakukan terhadap data-data kepustakaan terutamanya kitab Figh al-Zakat
karangan beliau sendiri. Hasil kajian mendapati al-Qaradawi mempunyai kaedah dan metodologi
penetapan hukum yang tersendiri di mana terdapat lima metodologi yang dapat dikenalpasti
digunakan oleh beliau dalam penetapan hukum zakat pertanian. Metodologi penetapan hukum yang
digunakan al-Qaradawi dilihat cenderung ke arah memelihara maslahah serta meraikan realiti
semasa dan setempat (“urf).

Kata kunci: metodologi istinbat, al-Qaradawi, zakat pertanian, maslahah dan ‘urf

ABSTRACT

This article has been made to notify al-Qaradawi charismaristic and caliberism in the field of figh
related to zakah. This study was specifically based on his source and methodology in
“hukm " (istinbat al-hukm) and focus on his in methodology to prescribe and define hukm on zakah
on agriculture. Therefore, to achieve that specified objective, the analysis on literature review such
as on his own writing book, Figh al-Zakah has been done. The finding of this study exactly has
found al-Qaradawi special and distinctive methods in define hukm on zakah on agriculture, where
there is five methodologies that has been used by him. Al-Qaradawi methodologies in define hukm
on zakah on agriculture seems to be great, tend to preserve “maslahah ummah” and also cherish

2]

the current ““‘urf”.

Keywords: define on hukm (istinbat al-hukm), al-Qaradawi, zakah on agriculture, “maslahah” and

‘u}’f:

1. PENGENALAN

Prof. Dr. Yusuf al-Qaradawi (al-Qaradawi) merupakan salah seorang intelektual Islam yang begitu
masyhur, beliau merupakan pemikir Islam dan pendakwah yang tidak asing lagi di dalam dunia Islam
masa kini. Beliau sering muncul di kaca televisyen, di dalam laman sesawang, banyak menghasilkan
karya-karya dalam pelbagai lapangan bidang, menyampaikan ceramah juga melakukan pembentangan di
seminar-seminar dan konvensyen yang menyebabkan beliau menjadi masyhur di kalangan umat Islam

hari ini.

1 Pelajar Pascasiswazah (Sarjana), Jabatan Al-Quran Dan al-Hadith, Akademi Pengajian Islam, Universiti Malaya
2 Pelajar Pascasiswazah (PhD), Jabatan Figh Usul, Akademi Pengajian Islam, Universiti Malaya
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Al-Qaradawi terkenal dengan ketokohannya dalam bidang figh, beliau juga antara ulama’ pada zaman ini
yang begitu menekankan persoalan ijtihad dalam syariat Islam’. Oleh kerana ketokohannya itu, al-
Qaradawi banyak mengeluarkan fatwa, mengarang kitab di dalam bidang figh dan usul figh. Justeru itu,
artikel ini bertujuan untuk menganalisis metodologi beliau dalam penetapan hukum di lapangan figh.
Penulis telah menjadikan bidang zakat pertanian sebagai subjekuntuk menganalisis metodologi penetapan
hukum (istinbat hukum) al-Qaradawi. Dalam artikel ini penulis turut menyatakan metodologi penetapan
hukum al-Qaradawi secara umum kemudian dikhususkan kepada metodologi beliau di dalam zakat
pertanian, setelah itu penulis membawa contoh ijtihad al-Qaradawi dalam zakat pertanian.

2. BIOGRAFI AL-QARADAWI

Nama penuh al-Qaradawi ialah Yusuf bin ‘Abdullah bin ‘Ali bin Yusuf al-Qardah. Beliau dilahirkan di
sebuah desa kecil yang terletak di negara Mesir bernama Saf al-Turab di al-Mahalla al-Kubra pada 9
September 1926 bersamaan 1344 hijrah®. Pendidikan awal al-Qaradawi adalah di salah satu kuttab’ ketika
usianya lima tahun®. Tatkala beliau berusia tujuh tahun, beliau masuk ke madrasah ilzamiyyah Beliau
telah berjaya menghabiskan hafalan al-Quran sebelum usianya genap sepuluh tahun.Setelah tamat dari
madrasah ilzamiyyah beliau melanjutkan pelajaran ke sekolah rendah (madrasah ibtida’iyyah) di Thanta.
Setelah tamat di sekolah rendah beliau masuk ke sekolah menengah (madrasah thanawiyyah) yang juga
di Thanta selama lima tahun’.

Setelah tamat pengajiannya di peringkat sekolah menengah, beliau telah ditawarkan untuk melanjutkan
pengajiannya di Universiti al-Azhar. Di Universiti al-Azhar beliau belajar di Fakulti Usuluddin, dan
beliau memperolehi ijazah pertama (BA) dengan kepujian tertinggi di Fakulti tersebut pada tahun 1953,
dan pada tahun 1960 beliau telah berjaya memperoleh ijazah kedua (MA). Kemudian beliau menyambung
pengajiannya di peringkat tertinggi iaitu PhD dengan tesis berkaitan zakat yang selesai pada tahun 1973°,

Al-Qaradawi telah banyak menerima anugerah atas jasa, sumbangan dan ketokohan beliau. Antara
anugerah yang telah diterima oleh beliau adalah, Anugerah Pembangunan Ekonomi Islam dari Bank Islam
pada tahun 1411 hijrah, Anugerah daripada Universiti Islam Antarabangsa Malaysia pada 1996, Anugerah
daripada Sultan Hasanul Bolkiah, Brunei dalam bidang figh Islam pada tahun 1997° dan selainnya.

Beliau juga memliki karya yang banyak jumlahnya yang merangkumi pelbagai bidang.Kira-kira 115 judul
buku karangan al-Qaradawi yang dikumpul dan disenaraikan oleh Ishom Talimah'’. Antara kitab al-
Qaradawi yang masyhur adalah A/-Halal wa al-Haram fi al-Islam, Fatawa al-Muasirah (Jilid 1-3), Figh
al-Aulawiyyat, Figh al-Zakat dan banyak lagi.

3. METODOLOGI AL-QARADAWI DALAM PENETAPAN HUKUM

3.1 Sumber-sumber Hukum al-Qaradawi

Secara ringkas dan umumnya sumber hukum yang digunakan al-Qaradawi dalam mengeluarkan fatwa
adalah al-Quran, as-Sunnah, Ijma’ yang diyakini keabsahannya, beramal dengan giyas yang betul,
menggunakan maslahah, istihsan, meraikan magqasid syariah'', ‘wrfdan termasuk di dalamnya adalah

3Lihat al-Qaradawi (1996). A~Ljitibad fi al-Syari’at al-Isiam. Kuwait: Dar al-Qalam. h. 101-102.

4al-Qaradawi (2000). Ibn al-Qarialh wa al-Kuttab. Kaherah : Maktabah Wahbah. j. 1, h. 103.

SKuttab merupakan satu tempat pengajian yang hampir sama dengan sistem pengajian pondok di Malaysia.

®Ishom Talimah (2001). Manbaj Fikib Y usuf al-Qaradhawi, (Samson Rahman, terj).Jakarta : Pustaka al-Kautsar. h. 3.
7al-Khurasyi, Sulaiman bin Salih (1999). ALQaradawi fi al-Mizan. Riyadh: Dar al-Jawab. h. 9.

8bid. hh. 9-10.

9Qaradawinet  (2004).ALSirah  al-Tafsiliyyah  li  al-Qaradawi.  Diakses pada 23  Februari 2012, dari
http://www.qaradawi.net/life/9/973-2011-09-04-14-39-33.html

10 ihat; Ishom Talimah (2001).gp. ¢iz. hh. 35-39.

Mas’ud Sabri (2007, julai).A-lfta’ Inda al-Syeikh al-Qaradawi : al-Manhaj wa al-Tatbig. Kertas kerja ini dibentangkan di
Multaqa al-Imam al-Qaradawi ma’a al-Ashab wa al-Talamidh, Doha, Qatar. hh. 84-114.
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mengambil kira realiti masyarakat dan kehidupan sekitar (iaitu sezaman dan setempat)'’, sadd al-
dharai’", mengambil sunnah-sunnah para Khulafa’ al-Rasyidin dan para sahabat RA, dan pendapat-
pendapat para fuqaha’ dari sudut pandangan mereka samada tafsiran terhadap nas-nas, atau hasil istinbat
mereka, atau penentuan ‘i/lah yang mereka lakukan'®.

Al-Qaradawi juga menolak ilham sebagai sumber hukum mahupun sebagai hujah'’ Beliau juga menolak
mimpi sebagai sumber hukum, sehinggakan mimpi berjumpa dengan Nabi s.a.w juga tidak boleh

dijadikan sebagai sumber hukum menurut beliau'®.

3.2 Metodologi al-Qaradawi dalam Mengeluarkan Hukum
Al-Qaradawi telah menggariskan metodologi-metodologi yang beliau gunakan dalam mengeluarkan
hukum atau fatwa dalam permasalahan figh umumnya, dan metodologi yang digunakan beliau adalah
seperti berikut'’:
1- Berpegang dengan keumuman nas-nas daripada al-Quran dan Sunnah selagi mana tidak ada dalil
yang mengkhususkannya. Berkenaan dengan metodologi ini, al-Qaradawi sendiri menyebut:
“Aku (al-Qaradawi) berpendapat bahawa wajib untuk mengambil setiap ayat-ayat yang
umum yang datang daripada al-Quran dan hadis-hadis Rasulullah s.a.w, dan beramal
dengan keumumannya, selagi mana tidak ada nas yang sahih dan thabit, serta jelas
pendalilannya (sarih al-dalalah) mengkhususkannya, sekiranya ada maka ketika itu
hendaklah didahulukan khas daripada ‘am”"®

2- Berpegang dengan ijma’ yang diyakini keabsahannya. Al-Qaradawimenerima ijma’ yang diyakini,
manakala ijma’ yang hanya berbentuk dakwaan sahaja tidaklah diterima (atas nama ijma’) tetapi
ianya hanya sekadar satu ijtihad". Salah satu contoh pengaplikasian beliau adalah di dalam masalah
keharusan untuk berbuka puasa bagi wanita yang sedang hamil atau yang menyusukan anak. Menurut
al-Qaradawi, ianya adalah ijma’ di kalangan fuqaha’, dan perbezaan hanyalah berlaku di dalam
permasalahan adakah wajib bagi wanita tersebut membayar kafarah dengan memberi makan ataupun
menggantikan puasanya ataupun kedua-duanya sekali”’.

3- Beramal dengan giyas yang benar. Al-Qaradawimenggunakan giyas yang cukup syarat-syaratnya.
Beliau menolak giyas yang tidak berasas, ataupun giyas yang tidak mempunyai ‘illah yang bersamaan
(antara al-asl dan al-far’), ataupun adanya pemisah yang jelas antara al-as! dengan al-far””’. Oleh
kerana itulah al-Qaradawi berpendapat jihad bukan hanya terhad pada peperangan, bahkan jihad
boleh berlaku dalam bentuk penulisan, percakapan dan selainnya.

4- Mengiktiraf Maslahah dan Magqgasid al-Syari’ah. Al-Qaradawi menyatakan bahawa hukum syara’
disyari’atkan demi menjaga kepentingan manusia dan kelangsungan hidup manusia, begitu juga
maqasid ianya adalah bertujuan menjaga maslahah manusia dan menolak mudarat dan kebinasaan
bagi manusia®. Oleh kerana itu al-Qaradawi menitik beratkan maslahah dan magasid dalam
penetapan hukum, antara contohnya adalah bila mana beliau menfatwakan bahawa harus bagi

123]-Qaradawi(1996a). gp. cit. hh. 47-49

13Walid bin Hadi (2007, julai).Figh al-Taisir ‘inda al-Qaradawi. Kertas ketja ini dibentangkan di Multaqa al-Imam al-
Qaradawi ma’a al-Ashab wa al-Talamidh, Doha, Qatar. hh. 21-22.

14a]-Qaradawi(1994). Figh al-Zakat. Kaherah : Maktabah Wahbah. j. 1, hh. 16-17.
15a]-Qaradawi(1999). Taisir al-Figh li al-Muslin al-Mu’asir Kaherah : Maktabah Wahbah. hh. 123-124.
16]hid. hh. 160-167.

17al-Qaradawi (2009). Fatawa Mu'asirah. Kuwait : Dar al-Qalam . juz, 1. h. 10-32.
183]-Qaradawi(1994). op. ¢it.j. 1, h. 39.

1Mas’ud Sabri(2007, julai).gp. cit. h. 92.

20a]-Qaradawi (2009). gp.cit. juz. 1, hh. 301-302.

2IMas’ud Sabri(2007, julai).op. cit. h. 97.

22al-Qaradawi (1994). gp. cit. j. 1, hh. 46-47.
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6-

kerajaan untuk menetapkan had harga sewa bagi rumah-rumah sewa, kerana ianya termasuk dalam
bab masalih al-mursalah kerana tidak ada nas yang mengakuinya ataupun menolaknya™.
Tidak bersikap taksub kepada sesuatu mazhab dan bersikap taklid buta. Menurut al-Qaradawi tidak
taqlid kepada para imam dan fugaha’ bukanlah bermaksud merendahkan martabat mereka, tetapi
sebaliknya masih berpegang dan mengikuti metodologi dan cara mereka, melaksanakan pesan mereka
agar tidak taklid kepada mereka atau kepada orang lain, serta mengambil dalil-dalil yang mereka
gunakan. Berkenaan perkara ini al-Qaradawi berkata:
“Saya tidak rela untuk mengekang akal saya dari bertaklid kepada mazhab-mazhab
tertentu dalam segala masalah dan persoalan yang kita hadapi, baik mazhab itu benar
atau salah. Sebab seorang muqallid (orang yang bertaklid) sebagaimana yang dikatakan
oleh Ibnul Jauzi; “dalam taqlid terdapat perlumpuhan fungsi akal, kerana akal
diciptakan untuk merenung dan berfikir dengan mendalam, dan alangkah kejinya
seseorang yang diberi pelita untuk dia jadikan sebagai alat penyuluh namun dia
padamkan pelita itu lalu dia berjalan di tengah gelap gelita”. Sekali lagi saya tegaskan
saya berusaha untuk tidak menyekat diri saya dengan mazhab yang ada di dunia
Islam.Ini adalah kerana kebenaran itu tidak ada hanya pada satu mazhab.”**

Terdapat beberapa perkara yang harus diperhatikan dan ditekankan oleh para ulama masa
kini:

a. Tidak mengambil sesuatu pendapat bagi satu-satu persoalan tanpa didasari oleh dalil dan
hujah yang kuat.

b. Hendaklah mempunyai kemampuan untuk melakukan pentarjihan di antara pendapat yang
saling bercanggah dengan menggunakan kaedah pertimbangan antara kekuatan dalil-dalil
selain merujuk kepada dalil-dalil naqli dan aqli untuk memilih satu pendapat yang sesuai
dengan nas syara’ dan objektifnya.

c¢. Mempunyai kepakaran dalam ijjtihad juz’i iaitu ijtihad pada satu-satu masalah sekalipun
belum ada ketetapan hukum daripada ulama sebelumnya.

Bersikap mempermudahkan dan meringankan, bukannya menyulitkan manusia. Ini adalah kerana
syariat Islam terbina berasaskan kemudahan dan menghilangkan kesusahan ke atas hamba-
hambanya® oleh kerana reality, umat Islam sekarang lebih kepada bersikap negatif dalam urusan
agama dan perkara kebajikan daripada bersikap positif. Al-Qaradawi menegaskan kemudahan yang
dimaksudkan ialah kemudahan yang tidak bertembung dengan nas-nas yang thabit dan muhkam, juga
tidak bertembung dengan kaedah syariat yang bersifat gat’i, bahkan hendaklah selari dan sesuai
dengan syariat Islam itu sendiri. Contohnya al-Qaradawi menfatwakan berkenaan orang yang
berpuasa lalu dia muntah tanpa disengajakan sebagai tidak batal puasa orang tersebut. Beliau
mendasarkan pendapat beliau tersebut kepada sunnah Rasulullah dan perbuatan sahabat™.
Berkomunikasi dan berbicara dengan manusia menggunakan bahasa yang mudah difahami, lancar
dan jelas. Perkara yang perlu ditekankan dalam memenuhi kaedah ini ialah:

a. Menyampaikan sesuatu pemikiran dengan menggunakan akal fikiran dan logik bukannya
mengikut perasaan.

b. Mengelakkan daripada menggunakan istilah atau frasa yang asing atau sukar difahami.
Menurut al-Qaradawi, bahasa yang digunakan mestilah bersifat sederhana tidak terlalu tinggi
dan tidak terlalu rendah supaya ia sesuai dengan golongan berpendidikan dan juga golongan
bawahan.

2 al-Qaradawi (2009). gp.cit. juz. 1, h. 590.
24al-Qaradawi (1980). A/~Halal wa al-Haram fi al-Islam. Kaherah : Maktabah Wahbah. h. 9.
25Lihat dalil daripada kenyataan tersebut dari surah al-Ma’idah, 5 : 6, al-Baqarah, 2 : 185, an-Nisa’, 4 : 28 dan al-Hajj, 22 :

78.

26al-Qaradawi (1993). Taysir al-Figh fiDan’ al-Qur'an wa al-Sunnab : Figh al-Siyam. Beirut : Muasasah al-Risalah. hh. 90-92.
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c. Perlu dijelaskan hikmah dan ‘l/lah di sebalik ketentuan sesuatu hukum dan disertai dengan
falsafah Islam secara umum.

8- Menjauhi dari perkara-perkara yang tidak bermanfaat bagi manusia. Al-Qaradawi mengelak dari
menjawab persoalan yang mengundang perdebatan sesama sendiri, sengaja memandai-mandai dan
menunjuk-nunjuk, semata-mata menguji keilmuan mufti atau perkara-perkara ganjil. Kerana ia
langsung tidak berfaedah bahkan mendatangkan kemudaratan dan memecahbelahkan umat.

9- Bersikap pertengahan di antara terlalu memperlonggarkan dan terlalu memperketatkan. Contohnya
ialah tidak melonggarkan ikatan-ikatan hukum yang sudah tetap (qat’i) dengan alasan mengikut
perkembangan zaman dan tidak kaku dalam berfatwa dengan mengatakan semua perkara atau isu
yang timbul dalam kehidupan sekarang ini adalah haram.

Sebagai contoh fatwa yang dikeluarkan al-Qaradawi yang dilihat bersifat pertengahan adalah
dalam persoalan perempuan yang hadir dalam pertemuan dengan lelaki asing (ajnabi).Dalam
persoalan ini nyata terdapat golongan yang bersikap terlalu melonggarkan hingga membolehkan
pertemuan itu secara mutlak, dan terdapat juga golongan yang terlalu memperketatkan sehingga
menghukum haram perbuatan tersebut. Dalam persoalan ini al-Qaradawi berpendapat pertemuan itu
dibolehkan dengan memenuhi syarat-syarat berikut:

i. Menjaga pendangan
ii. Menjaga pemakaian dengan memakai pakaian yang memenuhi tuntutan syariat
iii. Sentiasa menjaga adab-adab sebagai seorang muslimah dalam setiap keadaan.
iv. Menjauhi dari melakukan perkara yang boleh menarik perhatian orang seperti memakai wangian
dan pakaian yang warnanya menjolok mata
v. Mengelakkan daripada berduaan denga lelaki ajnabi tanpa mahram
vi. Pertemuan yang mempunyai kepentingan dan bertepatan dengan dirinya sebagai perempuan®’

10- Mengemukakan fatwa beserta dengan penjelasan dan perinciannya. Antara perkara penting dalam
metodologi ini ialah, hendaklah menyertakan dalil dan hujah, menerangkan %/lah dan hikmah hukum
tersebut, melakukan perbandingan pandangan, mengemukakan alternatif yang halal bagi sesuatu
perkara yang difatwakan sebagai haram, dimasukkan penjelasan perkara lain atau hukum dalam
perkara lain yang mempunyai perkaitan dan sebagainya®.

4, AL-QARADAWI DALAM PENETAPAN HUKUM ZAKAT PERTANIAN

Terdapat beberapa metodologi yang digunakan al-Qaradawi dalam penetapan hukum, apa yang
dimaksudkan disini adalah kaedah dan metodologi al-Qaradawi dalam pembinaan kerangka hukum (al/-
istinbat), pemilihan (al-ikhtiyar) dan melakukan pentarjihan (al-tarjih) di dalam zakat pertanian.
Metodologi tersebut adalah seperti berikut:

a. Berpegang dengan nas-nas yang umum selagi mana tidak ada nas lain yang
mengkhususkannya.

Contoh pengaplikasian metodologi ini oleh al-Qaradawi adalah di dalam penetapan sumber pertanian
yang wajib dikenakan zakat. Al-Qaradawi berpendapat bahawa semua yang dikeluarkan daripada bumi
wajib untuk dikenakan zakat”. Pendapat beliau ini berasaskan keumuman nas-nas daripada al-Quran dan

2Tal-Qaradawi(1996b). Fatawa al-Mar'ah al-Muslimah.Kaherah : Maktabah Wahbah. hh. 49-68.

28Penulis telah meringkaskan metodologi al-Qaradawi dalam mengeluarkan hukum atau fatwa dengan merujuk kepada
dua karya berikut ; Abd. Rahman Ghazaly. (2004). Pandangan Y usuf al-Qaradawi Tentang Ijtibad Kontemporer dan Prospefnya
dalam Mennnjang Pengembangan Hukum Islam.Tesis PhD dalam Bidang Ilmu Agama Islam yang tidak diterbitkan,
Universitas Islam Negeri (UIN) Syarif Hidayatullah, Jakarta.hh. 119-125, dan Nasrul Hisyam Nor Muhammad. (2004).
Pandangan Yusuf al-Qaradawi Terhadap Figh Semasa. ISLAMIYYAT, 26 (2).hh. 77-78.

2al-Qaradawi (1994). gp. cit. j. 1, hh. 383-384.
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al-Sunnah. Walaupun terdapat golongan® yang mengkhususkan dengan hadis yang yang membataskan
zakat pertanian kepada empat hasil pertanian, tetapi al-Qaradawi tidak menerima pengkhususan (fakhsis)
tersebut, ini adalah kerana menurut beliau hadis tersebut dan seumpamanya tidak lepas dari cacat’’ dan
hadiséersebut juga boleh difahami sebagai menyatakan contoh-contoh sumber pertanian yang dikenakan
zakat™.

b. Berpegang dengan ijma’ yang diyakini keabsahannya

al-Qaradawi juga berpegang dengan ijma’ yang diyakini keabsahannya. Sekiranya ijma’ itu tidak diyakini
dan hanyalah merupakan dakwaan maka al-Qaradawi akan membuat penimbangan dan tidak terus
berpegang dengan ijma’ tersebut. Antara pengaplikasian al-Qaradawi terhadap metodologi ini adalah
ketika beliau menerima penentuan jumlah satu wasag adalah bersamaan dengan 60 sa’, di mana terdapat
ijma’ berkenaan dengan perkara ini sebagaimana yang dinukilkan oleh Imam al-Nawawi>, juga
menerima ijma’ para ulama’ dalam mewajibkan zakat dari hasil yang dikeluarkan dari bumi**.

c¢. Melihat kepada magqasid dan maslahah dalam proses untuk menentukan hukum

Sebagai contoh al-Qaradawi telah menetapkan bahawa penentuan nisab bagi hasil pertanian yang tidak
boleh disukat hendaklah ditentukan dengan nilai harga sederhana 5 awsugq hasil pertanian lain yang boleh
disukat. Beliau menolak pendapat Abu Yusuf yang berpendapat menggunakan nilai harga terendah™. Al-
Qaradawi menggunakan nilai harga sederhana tidak mahal dan tidak murah adalah kerana menjaga
maslahah pembayar zakat dan penerima zakat™®.

d. Meraikan realiti semasa (‘Urf) dalam penetapan hukum

Metodologi ini dapat dilihat secara umum di mana beliau menetapkan bahawa semua sumber pertanian
wajib dikenakan zakat, kerana secara realitinya pada hari ini (‘urf zamani) telah wujud begitu banyak
sumber pertanian yang memberikan keuntungan dan kekayaan pada pemiliknya. Beliau juga telah
menerapkan kaedah pengiraan dan sukatan yang bersesuaian dengan zaman sekarang dalam pengiraan
dan sukatan yang berlaku dalam zakat pertanian. Begitu juga dalam penentuan nilai harga sederhana bagi
sumber pertanian yang wajib dizakatkan untuk dijadikan asas penentuan harga bagi sumber pertanian lain
yang tidak boleh di sukat, oleh kerana harga yang berbeza-beza antara negara Islam, jadi penentuan itu
hendaklah diserah kepada setiap ilmuwan di negara tersebut’’.

e. Tidak taksub dengan satu-satu mazhab
Al-Qaradawi tidak taksub dengan mana-mana mazhab, Oleh kerana itulah dalam satu-satu isu beliau

menguatkan pendapat satu mazhab dan dalam isu yang lain beliau menerima pendapat mazhab yang lain.
Sebagai contoh dalam penentuan hasil pertanian yang wajib dikenakan zakat beliau menerima pendapat

3 Taitu pendapat Ibnu ‘Umar dan sebahagian ulama’ salaf seperti Musa ibn Talhah, al-Hassan, Ibn Sirin, al-Sya’bi, al-
Hasan ibn Salih, Ibn Abi Laila, Ibn al-Mubarak, Abu ‘Ubaid dan salah satu riwayat dari Imam Ahmad, lihat ; al-Maqdisi,
Ibn Qudamah (1992). .A/-Mughni. Kaherah : Hajar. j. 4, hh. 156-157 / 160.

31 Samada hadis tersebut 7zgita’ ataupun sebahagian daripada perawinya dinilai da’f sehingga tidak dapat mengkhususkan
nas yang lebih kuat dari sudut thubut dan dalalab.

32 al-Qaradawi (1994). gp. cit.j. 1. h. 384.

33al-Nawawi, Yahya bin Syaraf (t.t.). A-Majmn’ Syarh al-Mubadhdhab. Jeddah : Maktabah al-Irsyad. j. 5, h. 439.

34al-Kasani, Abu Bakr bin Mas’ud (2003). Badai’ al-Sanai’ fi Tartib Syarai’. Beirut : Dar al-Kutub al-‘Ilmiyah. j. 2, h. 495.
31bid. . 2. h. 511.

36al-Qaradawi (1994). gp. cit. j. 1. h. 403.

371bid. h. 403
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Imam AbuHanifah®™ dan dalam isu lain seperti penentuan nisab dalam zakat pertanian beliau telah
menerima pendapat jumhur dan menolak pendapat Imam AbuHanifah®.

s5. IJTIHAD AL-QARADAWI DALAM ZAKAT PERTANIAN

5.1 Sumber Pertanian Yang Wajib Dikenakan Zakat

Dalam isu ini al-Qaradawi berpendapat bahawa semua yang dikeluarkan daripada bumi wajib untuk
dikenakan zakat.Pendapat beliau ini berasaskan keumuman nas-nas daripada al-Quran dan al-Sunnah, dan
ianya juga bertepatan dengan hikmah pensyariatan zakat. Beliau menyebut:

“Pendapat inilah bertepatan dengan al-Quran dan al-Sunnah, dan ianya juga seiring
dengan hikmah pensyariatan zakat, tidaklah dikatakan suatu hikmah sekiranya Allah
mewajibkan zakat kepada petani yang menanam barli dan gandum, dan mengecualikan
(membayar zakat) pemilik kebun-kebun limau, mangga ataupun epal”*°

Nas-nas yang terdapat di dalam al-Quran yang menyatakan kewajipan zakat pertanian adalah bersifat
umum dan tidak menentukan dan mengkhususkan jenis sumber pertanian yang wajib dizakatkan
sebagaimana firman Allah s.w.t di dalam surah al-Baqarah 2: 267, dan surah al-An’am 6: 141. Begitu
juga di dalam hadis Rasulullah s.a.w., sabda Baginda s.a.w:

Yang bermaksud: “Pada apa-apa yang diairi (disirami) dengan air hujan, mata air atau
air tanah (takungan) dikenakan (zakat) sebanyak 10%, sedangkan pada apa-apa yang
diairi dengan tenaga dikenakan (zakat) sebanyak 5%

(Hadis riwayat al-Bukhari)

Pendapat al-Qaradawi ini adalah hasil penelitian beliau kepada perbincangan-perbincangan yang wujud
diantara ulama’-ulama’ ketika membahaskan isu ini.Beliau telah mentarjihkan pendapat yang
dikemukakan oleh Imam AbuHanifah*' yang juga merupakan pendapat ‘Umar ‘Abdul ‘Aziz, Mujahid, al-
Nakha’i* dan Hammad di mana mereka berpendapat bahawa semua yang dikeluarkan daripada bumi
yang bertujuan untuk menyuburkan tanah (memperoleh hasil) wajib untuk dikenakan zakat padanya®.

Al-Qaradawi juga menolak dan mengkritik pendapat-pendapat yang bercanggahan yang dikemukakan
oleh golongan lain mengenai isu ini. Beliau telah mengkritik golongan yang membataskan kewajipan
zakat pertanian kepada empat hasil pertanian sahaja iaitu Ibnu ‘Umar dan sebahagian ulama’ salaf *,
kritikan beliau menjurus kepada hadis-hadis yang membataskan zakat pertanian kepada empat hasil
pertanian®, ini adalah kerana hadis-hadis tersebut tidak ada yang selamat dan bebas dari cacat. Samada
hadis tersebut ingita’ ataupun sebahagian daripada perawinya dinilai da’if, dan sekiranya hadis tersebut
boleh diterima adalah mustahil untuk membataskan kepada empat hasil pertanian tersebut untuk
dikenakan zakat, dan berkemungkinan bahawa penentuan tersebut hanyalah sebagai contoh (sumber

38al-Mirghinani, ‘Ali bin Abu Bakr (t.t).Bidayat al-Mubtadi. Kaherah : Matba’ah al-Futuh. h. 41, lihat juga : Ibn al-Humam
(2003). Fath al-Qadir.Beirut : Dar al-Kutub al-Tlmiyah. j. 2, h. 248.

Mal-Qaradawi. (1994). gp. cit. j. 1. h. 389.

401bid. h. 384.

#1al-Mirghinani, ‘Ali bin Abu Bakr (t.t).op. ¢it. h. 41. lihat juga : Ibn al-Humam (2003). gp. ¢t. j. 2, h. 248.

“lbn al-Humam (2003).0p.cit. j. 2, h. 249.

al-Qaradawi (1994). op. cit. j. 1, hh. 383-384.

4 al-Maqdisi, Ibn Qudamah (1992). gp. ¢i#. j. 4, hh. 156-157 / 160.

4Contohnya adalah hadis riwayat Ibn Majah dan al-Daraqutni yang bermaksud : “Sesunggubnya Rasulullah s.a.w mengenakan
gakat pada gandum, barli, kurma dan kismis”
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pertanian) bukan membawa pengertian yang benar, oleh kerana itu hadis ini tidak dijadikan hujah dalam
menetukan sumber atau hasil pertanian yang dikenakan zakat oleh ulama’ empat mazhab®.

Seterusnya beliau mengkritik pendapat golongan yang mengisyaratkan hanya hasil pertanian yang boleh
disukat sahaja yang dikenakan zakat, pendapat ini didokong oleh Imam Ahmad*’.Al-Qaradawi
mengatakan bahawa hujah mereka ini lemah, kerana hadis® yang menjadi hujah mereka zahirnya
menunjukkan nisab bagi buah-buahan dan bijian, bukan untuk menggugurkan kewajipan zakat ke atas
hasil pertanian yang tidak boleh disukat® .

Seterusnya al-Qaradawi mempertikaikan golongan yang mensyaratkan bahawa hasil pertanian yang
dikenakan zakat mestilah berbentuk makanan asasi’’, kerana ia tidak mempunyai asas dan sandaran, dan
ia juga boleh dikira sebagai satu giyas yang rosak’'.

Al-Qaradawi seterusnya menolak pendapat yang mengecualikan tumbuhan hijau™. Beliau berpendapat
bahawa zakat pertanian dikenakan pada setiap tumbuhan yang sudah menjadi, contohnya tumbuhan yang
kering dizakatkan apabila ia sudah kering, dan tumbuhan yang basah dizakatkan apabila ia sudah masak™.

Al-Qaradawi juga bersetuju dengan sebahagian ulama’ yang mengambil zakat daripada tumbuhan hijau
mengikut nilainya bukan fizikalnya oleh kerana tumbuhan hijau cepat rosak dan busuk.Antara ulama’
tersebut adalah al-Zuhri, Maimun bin Mihran, al-Auza’i’*, Ata’ al-Khurasani, al-Sya’bi>> dan selain

mereka.

Tetapi terdapat sebahagian mereka menentukan kadar yang perlu dizakatkan adalah sebanyak 2.5%
mengikut kadar zakat mata wang, dan perkara ini tidak dipersetujui oleh al-Qaradawi. Al-Qaradawi
berpendapat nilai kadar zakat yang perlu dikeluarkan adalah 5% ataupun 10% sesuai dengan kadar zakat
pertanian, asasnya adalah zakat menggunakan nilai bagi tumbuhan hijau itu merupakan ganti atau
alternatif bagi zakat pertanian, dan ia mengambil hukumnya, berasaskan kaedah pengganti tetap sama
hukumnya dengan yang digantikan®.

6. KESIMPULAN

Tidak dapat dinafikan ketokohan al-Qaradawi dalam bidang figh, beliau mempunyai kaedah dan
metodologi penetapan hukum yang tersendiri. Al-Qaradawijuga telah berusaha dengan menggunakan cara
dan metodologi beliau sendiri dalam penghujahan, memilih pendapat yang lebih kuat, dan menentukan
hukum dalam menyelesaikan isu-isu zakat pertanian.

Terdapat lima kaedah ataupun metodologi yang dapat dikenalpasti di dalam penetapan hukum zakat
pertanian yang digunakan al-Qaradawi, iaitu berpegang dengan nas-nas yang umum selagi mana tidak ada

46al-Qaradawi (1994). gp. cit. j. 1, h. 384.

4’Pendapat yang mensyaratkan bahawa hanya hasil pertanian yang boleh disukat sahaja yang dikenakan zakat, lihat ; al-
Magqdisi, Ibn Qudamah (1992). gp. cit. j. 4, hh. 155-156.

48Hadis muttafaq ‘alaih, yang bermaksud : “Apa-apa yang kurang daripada 5 awsuq tidak dikenakan zakar”.

#al-Qaradawi (1994). gp. cit. j. 1, h. 385.

S0Pendapat ini dikemukakan oleh Imam Malik dan Imam al-Syafi’i. Sila Lihat : al-Syafi’i (2002). A~Umm Beirut : Dar al-
Kutub al-Tlmiyah. j. 2, h. 46 ; al-Qurtubi (2000). AL-Jami’ li Abkan: al-Qur'an.Beirut : Mu’asasah al-Risalah. j. 9, h. 55 ; Ibn
al-‘Arabi (2003). Abkam al-Qur'anBeirut : Dar al-Kutub al-‘Ilmiyah. j. 2, h. 283.

Slal-Qaradawi (1994). op. ¢it. j. 1, h. 385.

52Tumbuhan hijau ini adalah seperti sayur-sayuran dan buah-buahan yang tidak tahan lama dan cepat busuk.
33al-Qaradawi (1994). op. ¢it. j. 1, h. 386.

4Lihat : Abu ‘Ubaid, Al-Qasim bin Salam (1989). Kitab al-AmmwalBeirut : Dar al-Syuruq. h. 604.

>Lihat : al-Qarasyi, Yahya bin Adam (1384H). Kitab al-KharajKaherah : Al-Matba’ah As-Salafiyyah. h. 142.

S6al-Qaradawi (1994). op. ¢it. j. 1, h. 388.
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nas lain yang mengkhususkannya, berpegang dengan ijma’ yang diyakini keabsahannya, melihat kepada
magqasid dan maslahah dalam proses untuk menentukan hukum, Meraikan realiti semasa (‘Urf) dalam
penetapan hukum dan beliau tidak taksub dengan satu-satu mazhab dalam penetapan hukum. Dapat
disimpulkan juga bahawa kaedah metodologi penetapan hukum yang digunakan al-Qaradawibertujuan
memelihara maslahah dan meraikan realiti semasa ( ‘urf).

Penetapan hukum al-Qaradawi dalam zakat pertanian juga dilihat lebih sesuai untuk diaplikasikan pada
masa kini. Ini adalah kerana al-Qaradawi merupakan salah seorang intelektual muslim kontemporari yang
arif dengan keadaan semasa zaman dan masyarakat. Kaedah, metodologi dan pendapatnya di dalam zakat
pertanian juga mempunyai nilai ilmiah yang tersendiri dan boleh dimanfaatkan oleh pelbagai pihak,
termasuk para ilmuan Islam, penyelidik, pelajar dan umat Islam secara amnya.
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ANALISA KETIDAKSELARASAN TAKSIRAN ZAKAT PERTANIAN DI MALAYSIA
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ABSTRAK

Kajian ini bertujuan untuk menganalisis isu ketidakselarasan taksiran zakat pertanian di
Malaysia.Pengurusan zakat pertanian di Malaysia adalah di bawah bidang kuasa Majlis Agama
Islam Negeri-Negeri berdasarkan peruntukan di dalam Perlembagaan Persekutuan. Justeru,
terdapat kepelbagaian dasar dan hukum yang ditetapkan oleh Jabatan Mufti Negeri melalui
Jawatankuasa Fatwa dan Majlis Agama Islam Negeri (MAIN) berpandukan kepada Enakmen atau
Ordinan Pentadbiran Agama Islam Negeri masing-masing. Misalnya ketidakselarasan penetapan
nisab bagi timbangan metrik gantang iaitu 363 gantang, 375 gantang dan 400 gantang. Begitu juga
kepelbagaian kadar yang diaplikasikan di negeri-negeri yang sebahagiannya hanya mengenakan
kadar tunggal sama ada 5% atau 10% sahaja dan sebahagian negeri yang lain mengehadkan kepada
kadar alternatif 7.5%. Objektif kajian ini adalah untuk menganalisis punca kepelbagaian taksiran
nisab dan meneliti faktor penetapan kadar zakat tanaman di Malaysia serta mengkaji pelepasan kos
operasi tanaman dan kos sara diri petani sebelum diwajibkan zakat pertanian. Metodologi kajian
menggunakan data primer dengan menggunakan 5 buah sampel kajian iaitu negeri Selangor, Pulau
Pinang, Perlis, Terengganu dan Sarawak. Data diperoleh dengan menemu bual responden yang
terdiri daripada pegawai zakat dan pegawai jabatan mufti di lima buah negeri. Penganalisisan data
menggunakan kaedah deskriptif dan komparatif. Implikasi kajian ini mendapati setiap fatwa yang
telah dikeluarkan perlu dinilai semula dari semasa ke semasa agar hukum zakat pertanian senantiasa
bersifat semasa, dinamis dan praktikal.

Kata Kunci: Zakat Pertanian, Ketidakselarasan, Nisab, Kadar, Pelepasan Kos-Kos

ABSTRACT

This research analyzed the issue ofnon-uniformity estimation of agriculture alms in Malaysia. The
administration and management of almsis under the jurisdiction of State Islamic Council (MAIN)
as stated in Federal Contitutions. Thus, there are diversity policies and laws set by the State Mufti
Department through the Fatwa Committee and the State Islamic Religious Council (MAIN) based
on the Administration of Islamic Law Enactment or Ordinance respectively, for example
inconsistency nisab setting for metric weights of 363 bushels, 375 bushels and 400 bushels.
Similarly, the applied rate variability in some states only charge a single rate either 5% or 10%
and most other states limit the alternative rate of 7.5%. The objectives of this study are to research
the causes of diversity assessment and examine factors of agriculture alms in Malaysia such as
nisab, rate and to study the deduction of costs in Malaysia. Therefore, this study analyses the non-
uniformity estimation of agriculture alms involving policy makers, namely the State Mufti
Department and officers in charge of the alms management namely the State Baitulmal. The
methodology of this study is done using the primary data which is the interview with the State Mufti

! Felo Siswazah, Fakulti Syariah dan Undang-undang, Universiti Sains Islam Malaysia.firdaus_srcisum@yahoo.com
%Felo Siswazah, Fakulti Syariah dan Undang-undang, Universiti Sains Islam Malaysia.tunhussein87@gmil.com
3 Pensyarah Kanan, Fakulti Syariah dan Undang-undang, Universiti Sains Islam Malaysia.azman@usim.edu.my
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Department and the State Baitulmal in states of Selangor, Penang, Perlis, Terengganu and
Sarawak. The data analysis uses the descriptive and the comparative methods. This study carries an
important implication, where every fatwa that has been issued needs to be reassessed from time to
time, so that the law of alms-granting will continuously be current, dynamic and more importantly,
practical to be used by from one generation to another.

Keywords:Agriculture Alms, Non-uniformity, Nisab, Rate, Deduction of Costs

1. PENDAHULUAN

Realiti pengurusan zakat di Malaysia terletak di bawah bidang kuasakerajaan negeri, berdasarkan
peruntukan Perlembangaan Persekutuan dalam Jadual Kesembilan Senarai II Senarai Negeri
(Perlembagaan Persekutuan, 2006). Pentadbiran zakat terletak di bawah Majlis Agama Islam
Negeri-negeri MAIN dan terdapat juga di sesetengah negeri diletakkan di bawah institusi khas yang
terasing dari MAIN. Pelaksanaan segala dasar dan kegiatan Majlis Agama Islam di sesebuah negeri
berpandukan kepada Enakmen atau Ordinan Pentadbiran Agama Islam Negeri dan Jawatankuasa
Fatwa Negeri. MAIN adalah sebuah badan yang terletak di bawah DYMM Sultan atau Yang
Dipertuan Agong yang mana ia bertanggungjawab ke atas segala urusan berkaitan dengan kegiatan
Islam di negeri berkenaan termasuklah Jabatan Mufti dan Pusat Pengurusan Zakat.

Pentadbiran pengurusan agihan zakat di Malaysia terbahagi kepada dua kategori. Pertama, agihan
zakat di bawah Baitulmal Majlis Agama Islam Negeri masing-masing seperti yang dipraktikkan di
negeri Perlis, Kedah, Perak, Johor, Sabah, Kelantan, Pahang, Melaka, Negeri Sembilan, Sarawak,
Wilayah Persekutuan dan Terengganu. Walaupun MAIN telah menubuhkan anak syarikat korporat
(corporate governance) yang menguruskan zakat di negeri masing-masing seperti Pusat Pungutan
Zakat Wilayah Persekutuan, Puzat Zakat Melaka, Pusat Kutipan Zakat Pahang dan Pusat Zakat
Negeri Sembilan, namun begitu kuasa agihan zakat masih dikekalkan di bawah Baitulmal MAIN.
Kategori kedua ialah agihan yang dilakukan oleh syarikat korporat atau anak syarikat yang
ditubuhkan khusus oleh MAIN untuk mengurus kutipan dan agihan zakat bagi pihak MAIN secara
serentak dan bersepadu seperti di Lembaga Zakat Selangor dan Pusat Urus Zakat Pulau Pinang
sahaja.

Pengkaji akan menganalisa zakat pertanian dan pengurusannya di lima buah negeri yang menjadi
sampel kajian iaitu di Selangor, Sarawak, Pulau Pinang, Terengganu dan Perlis. Jadual (1)
menunjukkan pengurusan dan pentadbiran zakat pertanian di negeri-negeri yang menjadi sampel
kajian:

Jadual 1: Pentadbiran Zakat Pertanian Di Malaysia

Bil Negeri Pengurusan Zakat Pertanian

1 Selangor Lembaga Zakat Selangor (LZS)

2 | Pulau Pinang Pusat Urus Zakat Majlis Agama Islam Pulau Pinang
(PUZ MAINPP)

3 | Sarawak Tabung Baitulmal Sarawak (TBS)

4 | Terengganu Majlis Agama Islam Dan Adat Melayu Terengganu (MAIDAM)

5 | Perlis Baitulmal, Majlis Agama Islam Dan Adat Istiadat Melayu Negeri Perlis
(MAIPs)

Sumber: Laman Sesawang Majlis Agama Islam Negeri.

2. DEFINISI ZAKAT PERTANIAN DI MALAYSIA
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Di Malaysia, kesemua negeri hanya mengenakan zakat ke atas tanaman padi sahaja berdasarkan
pandangan Imam al-Syafi’e yang mengenakan terhadap makanan asasi sesuatu tempat, tahan
disimpan lama dan boleh dikeringkan. Namun, tidak ditetapkan pendefinisan yang khusus di negeri-
negeri, ini kerana tafsiran zakat tanaman sedia ada terlalu umum(Temubual bersama Ustaz Mohd
Farid Bin Mohd Zainal, Eksekutif Sektor Penerangan Korporat, Lembaga Zakat Selangor bertarikh
12 September 2012) berdasarkan dalil daripada surah al-Baqarah 2:267 dan pendapat mazhab
Syafi’e sahaja. Misalnya di LZS mendefinisikan zakat pertanian sebagai:

“Satu zakat yang dikenakan ke atas makanan asasi yang mengenyangkan ke atas sebuah negeri
yang telah cukup nisab. Hasil tanaman yang wajib dizakatkan adalah bijirin—bijirin daripada jenis
makan asasi yang mengenyangkan dan tahan lama jika disimpan seperti padi, kurma, jagung,
gandum dan sebagainya. Makanan asasi bagi penduduk di Malaysia adalah nasi dan nasi dihasilkan
daripada padi” (Lembaga Zakat Selangor, 2012).

Di PUZ MAINPP dan Baitulmal MAIPs menambah syarat hasil tanaman “yang diusahakan oleh
manusia” (Pusat Urus Zakat Pulau Pinang, 2012) dan “di atas tanah milik sendiri, sewa atau
sebagainya”(Baitulmal MAIPs, t.t) dalam pendefinisian zakat tanaman mereka. Manakala di TBS
mendefinisikan sebagai sebahagian daripada “pendapatan bersih” dan “hasil pertanian yang
bermanfaat” (Tabung Baitulmal Sarawak, 2012). Pengkaji beranggapan sesuatu pentafsiran itu
berhubung rapat dengan perlaksanaannya contohnya di Sarawak mengenakan istilah “pendapatan
bersih” disebabkan TBS membenarkan penolakan kos operasi sebelum dikenakan zakat berbanding
Selangor yang hanya mengenakan ke atas hasil kasar. Namun istilah “hasil pertanian yang
bermanfaat” telah membuka dimensi maslahah dalam memperluaskan hasil tanaman selain padi
kepada hasil tanaman yang mendatangkan keuntungan yang lumayan dan manfaatnya kepada para
asnaf.

Namun terdapat isu di Baitulmal MAIPs berkenaan definisi zakat pertanian, ini kerana berdasarkan
fatwa mengkategorikan zakat pertanian termasuk di bawah zakat gaji atas dasar memperolehi
hasilnya pada musim dan waktu tertentu (Fatwa Negeri Perlis, t.t), ini bertentangan dengan definisi
yang dikeluarkan oleh pihak Baitulmal Perlis (Baitulmal Perlis, t.t). Berdasarkan kepada
kepelbagaian pentakrifan ini, sewajarnya pihak-pihak yang berwajib negeri membangunkan sistem
garis panduan tafsiran setiap istilah jenis-jenis harta dan asnaf zakat agar perlaksanaannya selari
dengan terminologi yang ditetapkan.

3. NISAB ZAKAT PERTANIAN DI MALAYSIA

Jumhur fuqaha bersepakat nisab tanaman adalah 5 awsug bersandarkan kepada hadith sahih dari
Abu Sa’id al-Khudri r.a. Walau bagaimanapun pendapat ini tidak dipersetujui oleh Imam
AbuHanifah yang tidak menghadkan nisab tanaman, dan diwajibkan zakat atas hasil produktiviti
tanpa melihat kepada kuantiti.

Di Malaysia kesemua negeri berpegang kepada pendapat jumhur wulama (Ibn
Qudamah,1994)dengan mengenakan nisab dengan kadar 5 awsug sebagai kayu ukur kemampuan
dan kelayakan muzakkiuntuk mengeluarkan zakat tanaman padi. Penetapan kadar nisab adalah bagi
hasil tanaman padi yang telah dibersihkan iaitu dibuang kulit dan jeraminya. Oleh itu, timbangan
nisab 5 awsug yang dipraktikkan adalah berasaskan timbangan beras, adapun padi yang belum
dibersihkan yakni belum dibuang kulit maka ketetapan nisabnya adalah diganda dua iaitu 10 awsug.

Walaupun begitu, negeri-negeri di Malaysia tidak bersepakat dalam penetapan kadar timbangan
metrik gantang dan kilogram, seperti jadual(2) di bawah:

Jadual 2: Ketidakselarasan Nisab Zakat Padi Di Malaysia
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Bil Negeri Gantang Kilogram (kg)
1 Lembaga Zakat Selangor 363 gantang 1306kg / 1.306tan
2 | Pusat Urus Zakat Penang 363 gantang 1300kg / 1.3tan
3 Baitulmal Majlis Agama Islam 363 gantang / 2 kunca 7 1300kg / 1.3tan

Perlis naleh
4 | MAIDAM Terengganu 375 gantang / 600 937kg / 0.937tan
gantang Madinah
5 Tabung Baitulmal Sarawak 400 gantang / 50 pasuk 1080kg / 1.08tan

Sumber: Hasil temubual bersama Pengurusan Zakat Negeri

Berdasarkan jadual (2)di atas terdapat tiga kepelbagaian kadar gantang Malaysia iaitu 363 gantang,
375 gantang dan 400 gantang. Begitu juga dengan kepelbagaian takaran kilogram iaitu 987kg,
1080kg, 1300kg dan 1306kg.

Pengkaji berpendapat kepelbagaian ini berlaku disebabkan oleh beberapa faktor. Faktor pertama
ialah tidak terdapat keselarasan timbangan gantang di setiap negeri dan converter peralihan
timbangan daripada 5 awsuq kepada timbangan gantang dan kilogram. Asasnya kerana gantang
adalah alat untuk menyukat dan bukan untuk ditimbang berdasarkan hadith diriwayatkan oleh Ibn
‘Umar (Al-Nasa’i, t.t). Sukatan satu sa’ berbeza berdasarkan keadaan dan semasa misalnya berbeza
sukatan gantang Madinah dan Mesir, ini kerana setiap negeri berijtihad menetapkan takaran sa’ ini
berdasarkan bentuk dan saiz model gantang yang diwarisi.

Di Sarawak menurut Ustaz Zulhazmi Bin Bohari(Temubual bersama Ustaz Zulhazmi Bin Bohari,
Pengawai Eksekutif Tabung Baitulmal Sarawak Cawangan Bandar Sri Aman bertarikh 24
September 2012) masih menggunakan timbangan traditional 40 sehingga S55pasukyang telah
diamalkan oleh pengusaha padi terdahulu sebelum wujudnya Tabung Baitulmal Sarawak dan kadar
ini masih dipraktikkan sehingga sekarang, walaupun pada tahun 2007 pihak Baitulmal telah
menetapkan kadar timbangan moden 400 gantang bersamaan 1080 kg (lgantang= 2.7kg).
Penetapan gantang ini disokong oleh Mujaini Tarimin (Mujaini Tarimin, 1987) dan Mahmood
Zuhdi(Mahmood Zuhdi, 1996) 400 gantang Malaysia menyamai 1600 kati dengan kiraan satu
gantang menyamai 4 kati, akan tetapi mereka berbeza dari segi penetapan kilogram iaitu masing-
masing 960kg (1 gantang = 2.4kg) dan 1000kg (1gantang= 2.5kg).

Di Terengganu kadar takaran nisab berjumlah 375 gantangatau 600 gantang Madinah bersamaan
dengan 937 kg (1 gantang = 2.5kg). Manakala di Perlis, Selangor dan Pulau Pinang mengenakan
sebesar 363 gantang atau 2 kunca 7 nalehbersamaan 1300kg dan 1306kg (1 gantang = 3.58kg).

Kepelbagaian ini jelas disebabkan oleh timbangan traditional lokaliti yang masih digunakan seperti
pasuk, kunca dan naleh. Pentaksiran takaran kadar satu gantang yang berbeza sama ada 2.5kg atau
2.7kg atau 3.58kg menyumbang kepada perbezaan ini. Asas perbezaan ini berlaku disebabkan oleh
jenis padi yang ditanam di sesuatu kawasan, kerana setiap jenis padi mempunyai timbangan berat
yang berbeza bergantung kepada kualiti grade padi serta ketumpatannya.

Perselisihan pendapat ini bukan sahaja berlaku di Malaysia, bahkan di seluruh dunia, begitu juga
para ulama berbeza pendapat berapa kilogramkah satu gantang Baghdad? misalnya perbezaan kadar
timbangan Imam AbuHanifah dan Imam Syafi’e masing-masing dengan lapan (8) kati dan lima satu
pertiga (5 1/3) kati (Abu ‘Ubaid, 1988). Pengkaji berpendapat perbezaan ini berlaku disebabkan
oleh faktor setempat dan semasa contohnya Imam AbuHanifah menetap di Iraq manakala Imam
Syafi’e di Hijaz.

Faktor kedua membabitkan bidangkuasa pembuat dasar iaitu Jabatan Mufti dan Baitulmal negeri
perlu menilai semula isu ini sepertimana penilaian yang dilakukan Muzakarah Fatwa Majlis
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Kebangsaan Bagi Hal Ehwal Ugama Islam Malaysia kali ke-57membincangkan cara penetapan
harga zakat firtah seluruh Malaysia (Institut Pengurusan dan Penyelidikan Fatwa Sedunia INFAD,
2012). Hasil daripada perbincangan Muzakarah telah memutuskan harga zakat fitrah bagi negeri-
negeri di Semenanjung Malaysia adalah berdasarkan harga setempat yang ditetapkan oleh Padi
Beras Nasional Berhad BERNASbagi beras Super Tempatan Gred A mengikut timbangan satu
gantang Baghdad bersamaan 2.6kg. Manakala zakat fitrah bagi negeri-negeri Sabah dan Sarawak
adalah berdasarkan harga beras Vietnam White Rice bagi negeri Sabah dan Thai White Ride bagi
negeri Sarawak mengikut timbangan 1 baghdad bersamaan 2.7kg. Gantang yang disukat kepada
timbangan metrik digital menggunakan replika kayu gantang baghdad dari Negeri Sembilan dan
replika tembaga gantang baghdad dari Majlis Agama Islam Kelantan.

Jika dibandingkan dengan keputusan Muzakarah mengenai ketetapan kadar zakat fitrah dengan
amalan yang diaplikasi di negeri-negeri menunjukkan negeri Sarawak sahaja menyamaratakan
timbangan kadar zakar fitrah dengan zakat hasil pertanian iaitu satu gantang bersamaan 2.7kg, yang
membezakan hanya kuantiti yang perlu dikeluarkan iaitu zakat fitrah hanya 1 gantang manakala
hasil tanaman 400 gantang. Negeri—negeri di Semenanjung Malaysia sepertimana keputusan
muzakarah mensyorkan takaran satu gantang baghdad zakat fitrah bersamaan 2.6kg, akan tetapi dari
sudut amalannya sukatan lgantang bagi hasil tanaman berbeza di setiap negeri misalnya di
Terengganu satu gantang bersamaan 2.5kg, manakala di Perlis, Pulau Pinang dan Selangor
menetapkan 3.58kg segantang.

Timbul persoalan menyamaratakan takaran satu gantang zakat fitrah dengan satu gantang zakat
hasil tanaman? Ini kerana timbangan satu gantang yang dimaksudkan dalam zakat fitrah adalah
gantang baghdad. Manakala gantang yang digunakan dalam zakat tanaman di Malaysia sudah
diubah kepada timbangan gantang Malaysia. Misalnya di Sarawak 400 gantang (Tabung Baitulmal
Sarawak, 2012) hasil tanaman yang dimaksudkan adalah gantang Malaysia.

Pengkaji berpendapat perlunya ditetapkan satu standard keselarasan timbangan metrik moden iaitu
gantang dan kilogram. Fatwa penetapan nilai nisab ini perlu dinilai semula dari semasa ke semasa
bagi mendapatkan nilai yang tepat, ini disebabkan perbahasan mengenai nisab zakat kurang
ditekankan di peringkat Baitulmal Negeri dan Jawatankuasa Fatwa. Berdasarkan temubual yang
telah dijalankan, fatwa atau keputusan nisab zakat pertanian selepas pertama kali difatwakan tidak
dinilai semula dalam tempoh yang lama, misalnya di Selangor, Pulau Pinang dan Terengganu hanya
membahaskan isu penetapan kadar, penolakan kos-kos dan subsidi sahaja. Penilaian semula hukum
nisab berlaku di Sarawak daripada 363 gantang ditukar kepada 400 gantang pada tahun 2007, akan
tetapi tidak menitikberatkan secara terperinci perakaunan atau taksiran nilai semasa satu gantang.
Begitu juga di Perlis, fatwa menetapkan nisab padi 2 kunca 7 naleh bersamaan 937 kilogram,
namun pihak Baitulmal telah meminda timbangan kilogram kepada 1300kg berdasarkan situasi
semasa tanpa melibatkan Jawatankuasa Fatwa Negeri Perlis (Temubual bersama Ustaz Roslan bin
Isa, Timbalan Mufti Negeri Perlis bertarikh 5 September 2012).

Hasil temubual pengkaji bersama Jabatan Mufti Negeri berkenaan fatwa-fatwa zakat pertanian yang
pernah diputuskan amat mendukacitakan sekali kerana fatwa-fatwa tersebut tidak disimpan dan
didokumenkan secara sistematik dan menyukarkan pengkaji dan penyelidik meneliti tarikh yang
tepat keputusan pernah dikeluarkan, salinan minit mesyuarat muzakarah, hasil perbicangan secara
terperinci dan sebagainya. Fakta ini diperakui oleh Ahmad Hidayat buang dalam analisa beliau
terhadap fatwa-fatwa semasa syariah di Malaysia (Ahmad Hidayat Buang, 1988).

Penilaian pengkaji berkenaan dengan isu perubahan fatwa timbangan gantang di Sarawak dan
Perlis, bukanlah disebabkan oleh perubahan ekonomi dan teknologi semasa, ini kerana dalil nisab 5
awsuq sangat sarih dan thabit. Kemungkinan perubahan fatwa nisab adalah sebagai
penambahbaikan terhadap hukum yang kurang tepat yang telah diputuskan oleh Jawatankuasa
Fatwa terdahulu.
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Dalam arus globalisasi serba canggih ini, masalah ini boleh diatasi dengan kaedah timbangan
metrik yang moden seperti penimbang jenis ‘digital’ yang disediakan oleh Unit Metrik Kementerian
Perdagangan Dalam Negeri dan Hal Ehwal Pengguna KPDNHEP dipraktikkan bagi memastikan
ketepatan timbangan menyamai 5 awsug atau 300 gantang baghdad kepada takaran gantang
Malaysia.

Dalam timbangan sistem metrik mud (cupak)ditimbang dengan istilah gram (g), manakala sa’
(gantang) dan wasaq ditimbang dengan kilogram (kg). Walaupun begitu terdapat kesukaran dalam
mendapatkan timbangan yang tepat, walaupun menggunakan sukatan satu gantang yang sama
timbangannya, akan tetapi hasil timbangan akan berbeza disebabkan jenis dan ketumpatan misalnya
timbangan kacang lebih berat daripada jagung, dan jagung lebih berat daripada padi dan tepung.
Selain itu, ulama juga berbeza pendapat dalam menetapkan timbangan satu gantang.

Takaran gantang adalah untuk sukatan, oleh itu timbangan yang lebih tepat adalah dalam liter dan
bukan kilogram, akan tetapi dengan peredaran zaman timbangan kilogram adalah lebih efficient
serta memudahkan urusan muamalat manusia. Justeru magqasid syariah mengiktiraf unsur setempat
iaitu Negara seperti perbezaan yang berlaku di Madinah dan Baghdad, maka pengkaji berpendapat
di Malaysia secara lokalitinya perlu dibahagikan kepada dua bahagian iaitu Semenanjung Malaysia
dan Sabah Sarawak. Penilaian semula perlu bagi menetapkan satu anggaran tepat timbangan
diantara jenis-jenis padi yang ditanam di sesuatu kawasan, kerana ia bersifat ijtihad semasa.
Pembahagian dua jenis kawasan ini disebabkan faktor geografi yang berbeza, teknologi yang
digunapakai serta taraf ekonomi petani, ini kerana pertanian yang diamalkan di Sarawak dan Sabah
berbeza daripada yang diamalkan di Semenanjung Malaysia.

Penetapan kadar gantang bolehlah merujuk kepada kaedah keselarasan kadar zakat fitrah oleh
Muzakarah Fatwa Kebangsaan iaitu satu gantang baghdad bersamaan 2.6kg bagi negeri di
Semenanjung dan 2.7kg bagi negeri di Sabah dan Sarawak. Namun perbezaan berapa gantang yang
seharusnya ditakar sama ada 363 gantang, 375 gantang atau 400 gantang Malaysia haruslah
dipanjangkan kepada peringkat Suruhanjaya Pentadbiran Zakat Negeri-Negeri SPZN untuk menilai
conversion yang tepat takaran satu gantang baghdad jika diterjemahkan dalam timbangan kilogram
Malaysia. Manakala penetapan harga semasa bergantung kepada jenis padi yang ditanam
berdasarkan kualiti dan ketumpatannya misalnya padi sawah dan padi huma dan boleh dirujuk
kepada pihak BERNAS.

4, KETETAPAN HAUL (CUKUP SETAHUN) BAGI ZAKAT PERTANIAN

Berbanding jenis-jenis harta lain yang dikenakan zakat, zakat pertanian dikecualikan daripada
ketetapan haul kerana hasil pertanian dikutip apabila tiba waktu menuainya sahaja, berdasarkan
firman Allah s.w.t dalam surah al-An’am ayat 141 “Dan keluarkanlah haknya (zakatnya) pada hari
memetik atau menuainya”.Namun amalan di Selangor, Sarawak dan Pulau Pinang jika nilai jualan
padi pada musim pertama kurang dari nisab, maka hendaklah dicampurkan ke musim kedua di
dalam tahun yang sama. Ini kerana berdasarkan temubual bersama pihak LZS, TBS dan PUZ
MAINPP, kebanyakan petani akan membayar zakat tanaman diakhir tahun bagi memudahkan
urusan mereka. Pengkaji berpendapat kaedah yang ditetapkan ini seolah-olah mengaplikasikan
tempoh haul yang bertentangan dengan nas. Magsad dalam penentuan nisab adalah sebagai kayu
ukur kemampuan seseorang dalam mengeluarkan zakat, namun kaedah ini dilihat sebagai menekan
para petani dengan mewajibkan zakat tanaman walaupun hasil tanaman tidak melepasi kadar nisab
sesuatu musim.

S. KADAR ZAKAT PERTANIAN DI MALAYSIA
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Di Malaysia kesemua negeri di Semenanjung bersepakat menggunakan asas penetapan kadar 10%
dan 5% bersumberkan hadith sarik Ibn ‘Umar dan hadith Mu’az (al-Asqalani, t.t). Penentuan kadar
zakat tanaman dibahagikan kepada dua kategori berasaskan metode pengairan dan tenaga yang
digunakan iaitu sama ada pengairan secara semula jadi atau menggunakan jentera serta tenaga
manusia. Namun, sebahagian negeri menghadkan kadar dengan mengenakan kadar tunggal sama
ada 10% atau 5% sahaja. Manakala di Sarawak kadar alternatif ketiga dikenakan iaitu 7.5%
berdasarkan pendapat Ibn Qudamabh, seperti jadual (3)di bawah:

Jadual 3: Ketidakselarasan Kadar Zakat Pertanian Di Malaysia

Bil Negeri Kadar Zakat
1 | Lembaga Zakat Selangor 5% sahaja
2 | Pusat Urus Zakat Penang 10% sahaja
3 | MAIDAM Terengganu 5% dan 10%
4 | Baitulmal MAIPs 5% dan 10%
5 | Tabung Baitulmal Sarawak 5%, 10%dan 7.5%

Berdasarkan jadual(3) di atas dapat disimpulkan terdapat tiga kategori penetapan kadar zakat
tanaman. Pertama, penetapan kadar tunggal sama ada 5% atau 10% sahaja yang diamalkan di negeri
Selangor dan Pulau Pinang. Di Selangor pada tahun 1989 kadar zakat tanaman yang dibenarkan
pada awalnya adalah pilihan sama ada 5% atau 10% mengikut kerelaan petani. Oleh kerana tidak
terdapat satu panduan yang khusus, pihak Jawatankuasa Perunding Hukum Syara’ telah
memutuskan kadar zakat tanaman padi ialah 10% sahaja berdalilkan kitab Majmu’ Syarh al-
Muhazzab menyatakan parit dan tali air yang dikorek berhubung dengan sungai yang besar dan
memakan belanja yang tinggi zakatnya masih dikenakan sebesar 10% (Jawatankuasa Perunding
Hukum Syara’ Selangor, 1989). Kini dengan penggunaan teknologi pertanian moden Ustaz Mohd
Farid Bin Mohd Zainal (Temubual bersama Ustaz Mohd Farid Bin Mohd Zainal, Eksekutif Sektor
Penerangan Korporat, Lembaga Zakat Selangor bertarikh 12 September 2012) menegaskan
Lembaga Zakat Selangor telah menilai semula dan menetapkan kadar 5% bagi zakat tanaman
dengan alasan realiti di Selangor kesemua 100% petani yang mengusahakan tanaman padi sawah
menggunakan saliran yang disediakan oleh pihak Jabatan Pengairan dan Saliran JPS Selangor
melibatkan saliran yang sistematik dan terancang serta tidak lagi menggunakan saliran semulajadi.

Fuqaha juga berbeza pendapat dalam isu pembelian air ini sepertimana al-Rafi’e berbeza pendapat
dengan al-Dusuqi dengan mengenakan kadar 5% jika melibatkan pembelian air (cukai tali air),
beliau berpendapat pembelian air tergolong dalam tanggungan kos (al-Nawawi, t.t) walaupun
terdapat syarat-syarat yang perlu dipatuhi sebelum dikurangkan kadar zakat iaitu kos tersebut
mestilah kos yang besar dengan melihat kepada ‘urf pertanian semasa dan kos tersebut secara
langsung mempengaruhi produktiviti hasil pertanian. Ini kerana para fuqaha tidak memasukkan kos
mewujudkan saliran atau takungan sebahagian daripada kos tanaman berdasarkan pendapat Imam
Nawawi disokong oleh Imam Haramain.

Di Pulau Pinang berlaku juga penilaian semula hukum penetapan kadar semasa. Kadar 5% adalah
kadar yang sediakala dipakai sebelum ini oleh Majlis Agama Islam Negeri Pulau Pinang (Majlis
Agama Islam Negeri Pulau Pinang, 2005), namun pada tahun 2005 Muzakarah Fatwa Negeri telah
memutuskan kadar zakat tanaman padi sebesar 10% dengan memberi pelepasan kos operasi.
Pengkaji berpendapat Mufti Pulau Pinang dalam memutuskan keputusan ini berpegang kepada gaul
al-Dusuqi (al-Dusuqi, 1996), ini berdasarkan hasil temubual bersama Y.Bhg. Sahibul Samahah
Dato’ Seri Haji Hassan Bin Haji Ahmad (Temubual bersama Sahibul Samahah Dato’ Seri Haji
Hassan Bin Haji Ahmad, Mufti Negeri Pulau Pinang bertarikh 20 September 2012), seperti berikut:

“Timbul juga isu berkenaan dengan cukai tali air JPN (Jabatan Pengairan dan Saliran Negeri), cukai
air tidak banyak dan tidak padan dan tidak boleh dimasukkan dalam usaha pengairan yang
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menjadikan kadarnya 5%. Contohnya satu relong berapa RM sahaja. Oleh itu ia dikira sebagai
cukai biasa sahaja. Kadar 10% lebih menguntungkan kepada asnaf dan lebih sesuai”.

Ulasan pengkaji berkenaan kenyataandi atas seolah-olah Y.Bhg Sahibul Samahah hanya
mengutamakan maslahah para asnaf berbanding melihat dengan lebih menyeluruh kedua-dua entiti
zakat termasuklah muzakki (petani) itu sendiri. Namun, berdasarkan keputusan Jawatankuasa Fatwa
Pulau Pinang dalam menetapkan kadar 10% dengan mengambil kira penolakan kos-kos operasi,
adalah hampir menyamai kadar 5% sepertimana yang diaplikasikan di Selangor ke atas kos kasar
iaitu tanpa penolakan sebarang kos-kos.

Kategori kedua penetapan kadar zakat tanaman adalah berlandaskan zahir hadith iaitu dengan kadar
10% bagi saliran semula jadi dan 5% bagi yang melibatkan tenaga kerja sepertimana yang
dipraktikkan di Perlis dan Terengganu. Di Perlis kadar zakat yang telah ditetapkan pada tahun
1980an adalah sebanyak 5% sahaja iaitu kadar tunggal (Fatwa Negeri Perlis, t.t). Namun Baitulmal
MAIPs telah mengemaskini kaedah dengan mengenakan kadar 5% sekiranya tidak menolak
sebarang kos dan 10% sekiranya ditolak kos-kos bagi menepati dengan kehendak syarak (Baitulmal
MAIPs, t.t). Kaedah terkini yang digunapakai oleh Baitulmal MAIPs lebih menitikberatkan nilai
keadilan kepada para petani dan asnaf zakat dengan mengimbangi diantara kadar penetapan zakat
tanaman dengan penolakan kos-kos tertentu.

Di Terengganu kadar tunggal 10% telah dikenakan pada tahun 1990 (Mesyuarat Jawatankuasa
Fatwa Negeri Terengganu, 1990)kerana saliran air ketika itu didapati dari parit dan saliran air yang
percuma dan cukai air yang dikenakan ketika itu tidak membebankan maka tidak mengubah kadar
zakat. Keadaan berubah pada tahun 1994 (Mesyuarat Jawatankuasa Fatwa Negeri Terengganu,
1994) apabila wujudnya usaha menggunakan jentera moden dalam sektor pengairan maka ia
dikenakan 5%, dan kadar 10% masih dikenakan bagi petani yang menggunakan saliran air
traditional menggunakan parit, takungan air dan tadahan hujan.

Kategori ketigayang menetapkan kadar alternatif ketiga iaitu 7.5% selepas 5% dan 10%. Meskipun
kadar yang telah ditetapkan nas 5% dan 10% sahaja, namun menurut Ustaz Zulhazmi Bin Bohari
secara praktikalnya pihak Tabung Baitulmal Sarawak mengenakan secara puratanya dengan kadar
7.5% sahaja berdasarkan pandangan Ibnu Qudamah (Temu bual bersama Ustaz Zulhazmi Bin
Bohari, Pengawai Eksekutif Tabung Baitulmal Sarawak Cawangan Bandar Sri Aman bertarikh 24
September 2012). Ini kerana faktor geografi di Sarawak berbeza disamping jenis tanaman seperti
padi huma dan padi sawah, begitu juga kawasan tanaman yang berbukit bukau yang menghadkan
penggunaan teknologi moden dalam sistem pengairan dan pertanian.

Pengkaji berpendapat perbahasan penetapan kadar 7.5% hanya jika melibatkan dua jenis tanaman
atau lebih, dijirus secara bercampur-campur dan sekiranya nisbah kedua-dua pengairan sama
banyak (Ibn Qudamah, 1994). Ini kerana berkenaan kerja-kerja menggali parit atau tali air Ibnu
Qudamah tidak memasukkannya dalam takrif penjirusan dan tidak mengurangkan kadar zakat, oleh
kerana istilah “kerja berat” terlalu subjektif dan sukar ditentukan (Al-Nawawi, t.t).

Berpandukan analisa ketiga-tiga kategori di atas, disimpulkan kadar zakat pertanian di Malaysia
berbeza mengikut persekitaran negeri masing-masing. Ini kerana perbezaan disebabkan oleh
pengaruh faktor-faktor kapasiti pengairan saliran air, cuasa, sumber tenaga (teknologi) dan
perubahan geografi sesetengah tempat. Tidak dinafikan asas penetapan kadar zakat tanaman
bertunjangkan nassarifhadith Ibn ‘Umar dan hadith Mu’az yang berasaskan pengairan sama ada
10% ataupun 5%, namun objektif syariah meraikan keadaan setempat (lokaliti).

Kesemua fugaha mazhab telah memperincikan kaedah penetapan kadar ini seperti al-Kasani (al-

Kasani, 2002) mengiyaskan bebanan sebagai ‘/lah penentuan begitu juga al-‘Imrani(‘Imrani, 2000)
dan Ibn Qudamah(Ibn Qudamah, 1994) dengan mendatangkan contoh haiwan sa imah diwajibkan
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zakat, ini kerana zakat diwajibkan ke atas hasil usaha manusia dan bebanan akan mengurangkan
produktivitinya. Walaupun begitu, al-Dusuqi(al-Dusuqi, 1996) menegaskan penetapan kadar 10%
jika membeli air atau mengupah pengairan disebabkan bebanan yang sangat sedikit.

Dalam arus globalisasi kini yang menuntut setiap tindakan diurus tadbir, maka kadar zakat
pertanian tidak lagi diputuskan oleh petani sendiri sepertimana yang diamalkan secara traditional
dahulu. Kini, urusan pengairan pertanian diurus oleh Jabatan Pengairan dan Saliran Negeri, oleh itu
sudah menjadi tanggungjawab Baitulmal Negeri dari semasa ke semasa berhubung dengan pihak
yang secara lansung mengurus sektor pertanian ini, bagi mengemaskini hukum dan menetapkan
kaedah berasaskan pengairan yang bersesuain dengan keadaan semasa.

6. PENOLAKAN PERBELANJAAN KOS-KOS ZAKAT PERTANIAN DI MALAYSIA
Di Malaysia, taksiran zakat tanaman padi termasuklah wang subsidi (kupon) yang diperolehi dikira
sebagai al-Mal al-Mustafad dan wajib dikeluarkan 2.5% jika mencukupi nisab sepertimana
amalannya di Selangor, Sarawak, Perlis dan Pulau Pinang. Oleh itu, pelepasan kos-kos tertentu
sebelum dikenakan zakat pertanian sudah diaplikasikan di sebahagian negeri di Malaysia sebagai
keringanan kepada petani dengan membenarkan penolakan kos operasi tanaman dan hanya di
negeri Perlis secara rasminya membenarkan pelepasan kos operasi tanaman dan kos sara hidup
seperti jadual (4)di bawah:

Jadual 4: Ketidakselarasan Tolakan Kos-Kos Sebelum Diwajibkan Zakat Padi
Bil Negeri Tolakan Kos-Kos
1 | Lembaga Zakat Selangor -

2 | Pusat Urus Zakat Penang Tolak kos operasi dan sara hidup (jika tiada punca
pendapatan lain)

3 | MAIDAM Terengganu Tolak kos operasi

4 | Baitulmal MAIPs Tolak kos operasi dan kos sara diri

5 | Tabung Baitulmal Sarawak Tolak kos operasi sahaja

Berdasar hasil temubual didapati hanya di negeri Selangor sahaja tidak membenarkan sebarang
penolakan kos dan dikenakan zakat tanaman ke atas kos kasar sahaja. Sebahagian negeri pula hanya
memberikan pelepasan kos-kos operasi sahaja seperti yang dipraktikkan di negeri Terengganu dan
Sarawak. Manakala pelepasan kesemua kos termasuk kos operasi dan kos sara diri dibenarkan
sebelum pengeluaran zakat tanaman di negeri Pulau Pinang dan Perlis.

Di Selangor zakat tanaman dikenakan ke atas pendapatan kasar sahaja. Ini berdasarkan keputusan
yang telah diputuskan oleh Jawatankuasa Perunding Hukum Syara’ pada tahun 1989 berpandukan
kitab al- ‘Ubab menyatakan:

“Apabila sesudah menuai hasil tanaman, para petani tidak dibenarkan memakan hasil tersebut,
membayar upah mengetam atau mengeluarkan sedekah sebelum dikeluarkan zakat tanaman.
Hukuman takzir akan dikenakan sekiranya petani ingkar. Manakala segala perbelanjaan kos-kos
tanaman ditanggung sendiri oleh para petani.” (Jawatankuasa Perunding Hukum Syara’ Negeri
Selangor, 1989)

Keputusan ini masih diaplikasikan sehingga kini, walaupun kebanyakan negeri seperti Perlis, Pulau
Pinang, Terengganu dan Sarawak sudah memberi pelepasan sama ada penolakan kos operasi sahaja
atau dengan kos sara diri. Berdasarkan temubual pengkaji bersama Ustaz Mohd Farid Bin Mohd
Zainal (Temubual bersama Ustaz Mohd Farid Bin Mohd Zainal, Eksekutif Sektor Penerangan
Korporat, Lembaga Zakat Selangor bertarikh 12 September 2012) mendapati isu ini masih belum
dilakukan kajian semula oleh pihak Penyelidikan Syariah LZS, walaupun terdapat permintaan
penilaian semula berkenaan dengan penolakan kos fad kifayah para petani yang membayar zakat
tanaman.
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Kategori kedua adalah negeri-negeri yang membenarkan pelepasan kos-kos tertentu sebelum
dikenakan zakat tanaman iaitu seperti yang dipraktikkan di Terengganu, Sarawak, Pulau Pinang dan
Perlis.

Negeri Perlis, Pulau Pinang, Terengganu dan Sarawak bersepakat memberikan pelepasan kos-kos
kepada pengusaha padi seperti kos baja, racun, sewa tanah, upah tenaga dan mesin tuaian dan upah
membajak tanah. Manakala penolakan kos pengangkutan dibenarkan di semua negeri di atas
kecuali negeri Terengganu. Walaupun hukum penolakan kos sudah diputuskan, hakikatnya di
Terengganu hukum ini tidak dipraktikkan oleh golongan petani, sehinggakan ia tidak dicatatkan di
dalam pamplet panduan zakat pertanian MAIDAM 2012. Menurut Tuan Zuhaimi Bin Tuan Sembok
(Temubual bersama Tuan Zuhaimi Bin Tuan Sembok, Pengawai Eksekutif Taksiran Zakat, Majlis
Agama Islam Dan Adat Melayu Terengganu MAIDAM bertarikh 3 Oktober 2012)kebanyakan
petani membayar zakat berniatkan ‘ibadah mahdah yang bersifat ta’abbud yang terdiri daripada
golongan petani yang berumur. Oleh itu, mereka berpegang kepada gaul/ jumhur fuqaha yang
mentakrifkan kekayaan seseorang dengan hanya cukup kadar nisab. Golongan ini tidak menerima
pakai pendapat berasaskan gau/ Ibnu ‘Abbas dan Ibnu ‘Umar tentang keharusan penolakan kos-kos
daruriyyat dan keperluan asasi walaupun telah dimaklumkan oleh pihak MAIDAM.

Di Pulau Pinang terdapat satu lagi pelepasan yang dibenarkan pada tahun 2005 iaitu potongan luar
jangka sebanyak Y4 seperti serangan burung, bencana alam dan lain-lain. Walaupun begitu,
berdasarkan pendapat Ustaz Azhari Bin Ahmad (Temubual bersama Ustaz Azhari Bin Ahmad,
Pengawai Eksekutif Dakwah Dan Rundingan Syara’, Jabatan Kutipan Dan Pemasaran, Pusat Urus
Zakat MAINPP bertarikh 18 September 2012) dan juga pamphlet zakat tanaman padi 2012 tidak
dinyatakan pelepasan ini, ini jelas menunjukkan ia sudah tidak diamalkan oleh Pusat Urus Zakat,
Majlis Agama Islam Pulau Pinang.

Berkenaan dengan penolakan kos sara hidup, hasil temubual yang telah dijalankan mendapati hanya
negeri Perlis dan Pulau Pinang sahaja yang membenarkan penolakan kesemua kos iaitu kos
pengeluaran dan keperluan sara diri. Di Perlis penolakan kedua-dua kos ini telah diputuskan
semenjak tahun 1980an oleh Jawatankuasa Fatwa Perlis ketika itu. Mereka mengistinbat keharusan
ini berdasarkan gaul Ibnu ‘Abbas, Ibn ‘Umar, Ahmad Ibnu Hanbal dan lain-lain dengan alasan
hutang daruriyyat bagi persoalan penolakan kos operasi adalah masalah ijtihadiyyah berpandukan
hadith, maksudnya:

“Diriwayatkan oleh Abu ‘Ubaid dalam bab al-Amwal dengan sanadnya daripada Jabir bin Zaid
dengan katanya kepada lelaki yang berhutang untuk digunakan bagi keperluan keluarganya dan
ladangnya, katanya: Ibnu ‘Abbas berkata dipotong hutang yang bersangkutan dengan ladangnya,
Ibnu ‘Umar berkata: dipotong hutang pengeluaran dan juga untuk keluarganya (sara diri).”

Yahya bin Adam telah juga meriwayatkan seperti di atas, katanya: Ibnu ‘Umar berkata: hendaklah
hasil daripada tanaman digunakan untuk membayar hutang terlebih dahulu dan dikeluarkan zakat
yang baki daripadanya. Ibnu Abbas berkata: Ditunaikan terlebih dahulu apa yang dihutangkan
sebagai kos pengeluaran dan bakinya dikeluarkan zakat.

Manakala penolakan keperluan asasi dan perbelanjaan daruriyyat berasaskan pendapat Ibnu ‘Umar
yang menyatakan bahawa zakat dikenakan ke atas orang-orang kaya sahaja berdasarkan hadith
Rasulullah s.a.w yang bermaksud “Tidaklah bersedekah (berzakat) melainkan ke atas orang
kaya’(al-Bukhari,1993), ini selari dengan hadith “Diambil zakat dari orang kaya mereka dan
dipulangkan ke atas orang fakir mereka”(al-Bukhari,1993). Ini kerana salah satu asnaf yang
menjadi objektif kutipan zakat adalah membantu golongan fakir miskin sepertimana firman Allah
s.w.t dalam surah at-Taubah ayat 60.
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Secara amalannya di Perlis, penolakan kos pengeluaran secara amnya dibenarkan kepada seluruh
warga petani, namun penolakan kesemua kos iaitu kos operasi dan sara diri hanya dibenarkan jika
petani tersebut tidak mempunyai pendapatan yang lain selain daripada bertani. Baitulmal MAIPs
mengimbangi diantara penetapan kadar dan penolakan kos-kos, misalnya sekiranya berlaku
penolakan kos sebelum dizakatkan maka kadar yang dikenakan adalah sebanyak 10% (kadar asal).
Keadaan kedua, sekiranya petani tidak menolak sebarang kos, maka kadar yang ditetapkan adalah
sebesar 5% (kadar ruksah).

Baitulmal MAIPs telah menetapkan formula yang khusus bagi penolakan kos keperluan sara diri
meliputi keperluan diri petani dengan kadar sehari RM14.12, kadar keperluan sehari isteri RM8.47
dan kadar sehari bagi anak-anak adalah RM3.28. Manakala jumlah penolakan maksima setahun
yang dibenarkan bagi keperluan diri petani, isteri dan anak-anak masing-masing RMS5,000,
RM3,000 dan RM1,200. Selain itu penolakan hutang daruriyyat seperti kenderaan dan kediaman
juga dibenarkan, begitu juga kos perubatan dan pemberian ehsan kepada ibu bapa. Di Pulau Pinang,
Mesyuarat Jawatankuasa Syariah, Majlis Agama Islam Negeri Pulau Pinang Bil.1/2005, Perkara 3.0
(e) telah mengsyorkan penolakan kos sara diri jika tidak mempunyai pendapatan yang lain
sepertimana amalan di Perlis. Berdasarkan temubual bersama Ustaz Azhari Bin Ahmad (Temubual
bersama Ustaz Azhari Bin Ahmad, Pengawai Eksekutif Dakwah Dan Rundingan Syara’, Jabatan
Kutipan Dan Pemasaran, Pusat Urus Zakat MAINPP bertarikh 18 September 2012), realitinya
hukum ini tidak diaplikasikan oleh Pusat Urus Zakat Majlis Agama Islam Pulau Pinang walaupun
sudah terdapat ketetapan Jawatankuasa Syariah dan ia tidak dimuatkan dalam pamplet zakat
tanaman padi 2012 PUZPP.

7. RUMUSAN DAN CADANGAN

Cadangan serta intipati yang dapat diambil daripada perbincangan kajianini ialah penilain sesuatu
fatwa zakat pertanian yang telah diputuskan perlu dinilai semula dari semasa ke semasa
sepertimana peruntukan di dalam seksyen 50 Enakmen Pentadbiran Agama Islam Negeri EPAI
dengan memberi bidangkuasa kepada Jawatankuasa Fatwa dalam meminda, mengubahsuaikan atau
membatalkan sesuatu fatwa dari semasa ke semasa. Namun, amalannya di Malaysia sesuatu fatwa
yang pernah diputuskan tidak dinilai semula, kecuali jika ia menjadi isu kontrovesi sepertimana
termaktub di bawah seksyen 47 EPAI. Hal ini perlu diatasi segera kerana mengeluarkan sesuatu
fatwa yang bersifat ad-hoc akan mengakibatkan sesuatu fatwa itu tidak menepati maqgasid semasa
dan setempat yang kemungkinan hanya relevan pada masa dan ketika isu kontroversi itu timbul dan
demi kepentingan sesetengah pihak sahaja.
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PERANAN INSTITUSI ZAKAT DALAM PEMBANGUNAN PENDIDIKAN ASNAF FAKIR
DAN MISKIN DI MALAYSIA

Azman Ab Rahman'
Siti Martiah Anwar’

ABSTRAK

Zakat merupakan satu ibadah yang wajib dilaksanakan oleh umat Islam yang telah mencukupi syarat.
Segala urusan berkaitan kutipan zakat dikendalikan oleh institusi zakat setiap negeri di Malaysia.
Seterusnya institusi zakat bertanggungjawab dalam mengagihkan zakat kepada lapan golongan asnaf
sepertimana yang telah ditetapkan di dalam al-Quran iaitu kepada fakir, miskin, muallaf, fi sabilillah,
ibnu sabil, gharimin, rigab dan amil. Pengagihan zakat kepada lapan golongan asnaf ini terdapat dalam
pelbagai skim dan bentuk termasuklah bantuan pendidikan. Bantuan pendidikan merupakan salah satu
bentuk bantuan terpenting kepada golongan asnaf fakir dan miskin kerana pendidikan salah satu
kaedah yang dapat mengubah kehidupan dan mengeluarkan golongan ini dari kepompong kemiskinan.
Disebabkan oleh kepentingan pendidikan ini kepada golongan asnaf fakir dan miskin, maka institusi
zakat memainkan peranan yang penting dalam memastikan golongan asnaf fakir miskin ini mendapat
peluang pendidikan dan berjaya seperti orang lain. Terdapat beberapa kes dilaporkan pada awal tahun
2013 di mana anak-anak fakir miskin ini tidak dapat meneruskan persekolahan kerana gagal
melunaskan yuran persekolahan mereka. Dengan wujudnya kes-kes keciciran dalam pelajaran seperti
ini, institusi zakat memainkan peranan yang sangat penting dalam menyalurkan bantuan zakat dari
segi pendidikan kepada gologan ini. Justeru itu, kajian ini dijalankan bagi mengenalpasti skim dan
bentuk bantuan pendidikan yang telah diberikan oleh institusi zakat di Malaysia kepada golongan
asnaf di samping peranan yang dilakukan oleh institusi zakat dalam memastikan pelajar fakir dan
miskin tidak ketinggalan dalam pelajaran khususnya di Lembaga Zakat Selangor. Diharapkan kajian
ini dapat memberi gambaran kepada masyarakat terhadap usaha yang telah dilakukan oleh institusi
zakat dalam membantu fakir dan miskin dalam pembangunan pendidikan di Malaysia.

Kata Kunci: Zakat Pendidikan, Fakir dan Miskin, Skim dan Bantuan

Abstract

Zakat is an obligation that must be done by all the Muslims who fulfilled the conditions of zakat. All
the matters related to the zakat collection are administered by the zakat institution in Malaysia.
Therefore, this zakat institution is responsible in distributing the zakat to eight asnaf as has been
decreed in the Quran which are to the poor, needy, muallaf, fi sabilillah, ibnu sabil, gharimin, rigab
and amil. The distribution of zakat is in various forms and schemes which includes the educational
aid. The educational aid is one of the most important aids given to the poor and needy because with
education only they can change their life and bring them out of poverty. Due to the importance of
education in the life of the poor and needy, the zakat institutions play a vital role in ensuring that the
poor and needy being given an opportunity in education and opportunity to be a successful person in
the future. There were a few cases reported in the early year of 2013 whereby the kids from the poor
and needy family cannot continue their study due to their failure to pay the school fee. By looking at
this situation, the zakat institutions play an important role in giving the educational aids to them.
Therefore, this research is to examine the scheme and educational aids given to the poor and needy in
Malaysia besides the role play by the zakat institutions in ensuring the poor and needy not to be left
behind in term of education especially by the Lembaga Zakat Selangor (LZS). It is hope that this

“2Fakulti Syariah dan Undang-undang, Universiti Sains Islam Malaysia, 71800 Bandar Baru Nilai, Nilai, Negeri Sembilan,
Malaysia. Tel. (+60) 012-2165852, Fax. (+60) 06-7988530). Email:azman@usim.edu.my
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research will gives a better overview to the society at large on the efforts done by the zakat institution
in helping the poor and needy in term of the educational enhancement in Malaysia.

Keywords: Zakat — Education — Poor — Needy — Scheme and Aids

1. PENDAHULUAN

Zakat memainkan peranan penting dalam pembangunan pendidikan pelajar fakir dan miskin di
Malaysia. Terdapat beberapa kes melibatkan golongan fakir dan miskin yang berhenti sekolah dan
tidak dapat meneruskan persekolahan disebabkan oleh masalah kewangan. Kes seperti ini telah
direkodkan dan mendapat liputan yang meluas oleh pihak media massa dan elektronik. Sebagai
contoh, seorang anak sulung daripada lima beradik di Kuantan iaitu Mohd Abu Khir Abu Bakar yang
merupakan pelajar di Sekolah Menengah Kebangsaan (SMK) Sultan Abu Bakar tidak dapat
meneruskan pelajaran kerana gagal menjelaskan yuran Peperiksaan Sijil Tinggi Pelajaran Malaysia
(STPM) manakala dua adiknya yang lain sering kali tidak menghadirkan diri ke sekolah kerana malu
dengan rakan-rakan mereka yang mereka adalah orang miskin (Sinar Harian, 28 Februari 2013).

Berdasarkan tinjauan awal yang dibuat oleh penyelidik terhadap institusi zakat negeri-negeri dan unit
baitulmal di bawah Majlis Agama Islam Negeri di Malaysia. Mereka mempunyai skim dan bentuk
bantuan atau sumbangan pendidikan kepada golongan asnaf khususnya fakir dan miskin seperti
bantuan persekolahan, bantuan melanjutkan pelajaran ke Institut Pengajian Tinggi Tempatan (IPT),
biasiswa kecil pelajaran, bantuan kepada sekolah pondok dan juga bantuan pengajian tinggi ke luar
negara (Dasar Agihan Zakat Majlis Agama Islam dan Adat Istiadat Melayu Kelantan, 1994; Hak
Asnaf: Asnaf Fakir dan Miskin, Pusat Urus Zakat Pulau Pinang; Bantuan: Pendidikan, Lembaga
Zakat Selangor; Skim Bantuan, Jabatan Zakat Negeri Kedah Darul Aman; Buku Panduan Skim
Agihan Bantuan Zakat, Majlis Agama Islam dan Adat Melayu Terengganu)

Isu ini disokong oleh kajian yang dilakukan oleh Abd Halim dan Mohd Saladin (2011) yang bertajuk
‘Pengurusan Agihan Zakat’, ia menerangkan kaedah yang dilaksanakan dalam mengelola dana zakat
yang telah dikumpul supaya dapat diagihkan kepada asnaf yang berhak. Memandangkan peningkatan
prestasi kutipan zakat semakin meningkat maka pengagihan seharusnya meningkat sama supaya dapat
mengurangkan bilangan yang tidak berkemampuan. Kajian ini mendapati bentuk bantuan kepada asnaf
perlu dimantapkan lagi terutamanya dari segi pengagihan pendidikan. Ini kerana bantuan berterusan
dari segi pendidikan kepada golongan asnaf sehingga mereka berjaya adalah sangat penting, ia dapat
mengubah kehidupan dan meningkatkan lagi ekonomi negara.

Berdasarkan Manual Pengurusan Agihan Zakat yang diterbitkan oleh Jabatan Wakaf, Zakat dan Haji
(JAWHAR) (2008), ia menerangkan tentang bentuk bantuan dan skim pendidikan yang diberikan
kepada golongan asnaf seperti skim bantuan pelajaran, skim bantuan Am pelajaran/ dermasiswa, skim
bantuan yuran persekolahan dan peperiksaan sekolah rendah/menengah, skim bantuan aktiviti dan
lawatan belajar. Tujuan skim seperti ini diwujudkan adalah untuk memberi bantuan pelajaran kepada
anak golongan asnaf supaya tidak tercicir dalam pelajaran serta dapat memperbaiki taraf hidup
keluarga.

Menurut kajian Ab. Halim Tamuri, Zuria Mahmud dan Safani Bari (2005) yang bertajuk
‘Permasalahan Pelajar-pelajar Fakir Miskin di Daerah Sabak Bernam’ dalam Jurnal Pendidikan.
Kajian ini adalah satu tinjauan yang bertujuan untuk mengkaji permasalahan yang dihadapi oleh
pelajar-pelajar dari golongan fakir miskin di negeri Selangor, khususnya di daerah Sabak Bernam.
Pelajar yang terlibat adalah terdiri daripada 19 pelajar yang tinggal di tiga buah Desa Kasih Pusat
Zakat Selangor dan 23 orang pelajar yang tinggal di luar Desa Kasih. Dapatan kajian menunjukkan
pelajar-pelajar fakir miskin dalam kajian ini mempamerkan aspirasi yang sihat, serta nilai yang positif
walaupun mereka menghadapi masalah kewangan. Aspek yang ketara menjadi penghalang kepada
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aspirasi pelajar-pelajar miskin ini adalah cara gaya hidup mereka seperti menonton televisyen secara
berlebihan, berbual kosong, peruntukan masa yang sangat sedikit bagi mengulangkaji, menyiapkan
kerja rumah, ataupun membaca bacaan berunsur akademik, kerohanian, dan pengetahuan am.

Tidak dapat dinafikan bahawa institusi zakat di Malaysia telah memberikan beberapa bentuk skim dan
bantuan pelajaran kepada fakir dan miskin di Malaysia. Tetapi permasalahan lain yang timbul adalah
seperti golongan fakir dan miskin ini tidak diberikan pendedahan dan pengetahuan tentang cara-cara
untuk memohon bantuan tersebut yang menyebabkan hanya segelintir sahaja golongan fakir dan
miskin yang mendapat manfaat daripada skim dan bantuan tersebut. Isu ini turut dibincangkan juga
dalam kajian yang dijalankan oleh Azman Ab Rahman dan Ahmad Wifaq Makhtar (2011) yang
bertajuk ‘Kelayakan dan Kedudukan Pelajar sebagai Penerima Zakat Menurut Perspektif Islam’ dalam
Jurnal Pengurusan Jawhar, Jabatan Wakaf, Zakat & Haji, Jabatan Perdana Menteri. Kajian ini
menjelaskan bahawa salah satu faktor kegagalan dan kesukaran permohonan bantuan pendidikan
adalah disebabkan oleh pemohon tidak memenuhi syarat kelayakan yang perlu dipenuhi sebelum
membuat permohonan.

2. SKIM DAN BANTUAN PENDIDIKAN YANG DIBERIKAN OLEH INSTITUSI ZAKAT DI
MALAYSIA

Terdapat pelbagai skim dan bentuk bantuan pendidikan yang telah ditawarkan kepada golongan asnaf
fakir dan miskin oleh institusi zakat di seluruh negeri di Malaysia. Skim dan bentuk bantuan
pendidikan ini dapat diringkaskan seperti dalam jadual (1) di bawah:

Jadual 1: Jenis Skim dan Bentuk Bantuan Pendidikan oleh Institusi Zakat di Malaysia

Keperluan Pendidikan, Bantuan Yuran Sekolah
Rendah dan Menengah, Biasiswa Pelajaran, Elaun

Sty Kehadiran Kelas Agama Asas, Dermasiswa, .ngir dan
1 Bantuan Umum Pelajaran, Elaun Guru KAFA, | Miskin, Mualaf,
Bantuan Umum Pelajaran Dalam dan Luar Negara, Fisabilillah
Dermasiswa Pelajar Belajar di Timur Tengah,
Dermasiswa Hufaz Quran.
Pinjaman dan bantuan zakat pelajar Timur Tengah
e tajaan MAINS kali ke-2 dan bantuan perkapita Fakir Qan
2 Sembilan Sekolah SMAN, SABK, SAR, KAFA, Tahfiz dan Miskin,
Tadika Islam Tahun 2013 di Royale Bintang, Fisabilillah
Seremban.

Skim Bantuan Pelajaran, Skim Bantuan Pendidikan
Pendaftaran IPTA, Skim Bantuan Awal Tahun
Persekolahan (Pakaian Seragam), Skim Bantuan

3 Johor Basikal Pelajar, Skim Bantuan Cermin Mata, Skim F;lliilsrk<ii2n
Bantuan Pendidikan di Universiti, Skim Bantuan
Pembiayaan Tambang Ke Pusat Pengajian, Skim
Pinjaman Pengajian.
Bantuan Persekolahan, Bantuan Melanjutkan
Pelajaran ke Institut Pengajian Tinggi Tempatan Fakir dan
4 Kelantan (IPT), Biasiswa Kecil Pelajar Yayasan Islam Miskin
Kelantan (YIK), Bantuan Kepada Sekolah Pondok,
Biasiswa Tengku Anis.
5 e Bantuan Persekqlahan, Skim Bantuan Dermasiswa Fak'ir Qan
(IPTA/IPTS), Skim Bantuan Pondok/Madrasah. Miskin
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Kuala
Lumpur

Bantuan Tambang Dalam/ Luar Negeri, Bantuan
Am Pelajaran IPT, Bantuan Pelajar Institut
Profesional Baitulmal (IPB), Biasiswa
Baitulmal/Insentif Khas Pelajar Cemerlang, Bantuan
Peralatan dan Kecemasan Persekolahan, Bantuan
Tuisyen, Bantuan Galakan Hafaz Al-Quran,
Bantuan Pelajaran Kolej Kejururawatan PUSRAWI,
Bantuan Persediaan [PT.

Fakir dan
Miskin

Perlis

Bantuan Pakaian Sekolah, Bantuan Persekolahan
Menengah dan Rendah, Bantuan Sekolah, bantuan
Pelajaran, Bantuan Pelajaran Timur Tengah,
Bantuan Sekolah dan Institusi Agama.

Fakir dan
Miskin

Pulau
Pinang

Bantuan Pendidikan, Persekolahan, Pakaian
Seragam, Permulaan ke IPT Dalam dan Luar
Negara, Biasiswa Kecil Sekolah Agama Rakyat,
Pendidikan Khusus Kecemerlangan Minda, Kelas
Persediaan Belajar, Bantuan Yuran Sekolah
Rendah/Menengah, Bantuan Keperluan Pendidikan.

Fakir dan
Miskin

Sarawak

Bantuan Kemasukan ke Institusi Pengajian Tinggi,
Bantuan Pengajian Sekolah Rendah/Menengah,
Yuran/Kelengkapan Persekolahan, Bantuan
Pengajian ke Timur Tengah, Bantuan Pengajian IPT
Bidang Agama, Bantuan Pengajian Sekolah
Agama/Arab, Bantuan Pengajian Maahad Tahfiz Al-
Quran, Bantuan Kertas Kerja Projek (Tesis).

Fakir dan
Miskin,
Fisabilillah

10

Kedah

Bantuan Yuran Peperiksaan Penuntut Miskin
Sekolah Agama Nidzomi, Bantuan Penuntut Miskin
Sekolah Agama Nidzomi, Bantuan Persekolahan
Bulanan, Bantuan Persekolahan Sekaligus Penuntut
Miskin, Bantuan Pakaian Seragam Sekolah
Penuntut Miskin, Bantuan Penuntut Miskin Maktab
Mahmud, Bantuan Yuran Penuh Ke IPT Tempatan
Penuntut Miskin.

Fakir dan
Miskin

11

Melaka

Bantuan Kelas Tuisyen dan Motivasi Pelajar,
Pembiayaan Pinjaman Biasiswa Pengajian Tinggi
Islam, Bantuan Yuran Persekolahan.

Fakir dan
Miskin

12

Sabah

Yuran Pendaftaran Pengajian IPT/S, Dermasiswa
Pengajian IPT/S, Tiket Penerbanagan ke IPT/S di
Semenanjung Malaysia.

Fakir dan
Miskin,
Fisabilillah

13

Perak

- Masih  dalam  proses  pengumpulan
maklumat

Berdasarkan kepada jadual (1) di atas ia menunjukkan bahawa hampir kesemua insitusi zakat negeri-
negeri di Malaysia seperti di Selangor, Johor, Kelantan, Kuala Lumpur, Perlis, Pulau Pinang dan
Sarawak yang memberikan bantuan persekolahan rendah dan menengah, bantuan yuran pengajian di
institusi pengajian tinggi (IPT) dalam dan Iuar negara (Pengajian ke timur tengah). Begitu juga
bantuan sampingan yang lain seperti bantuan persediaan persekolahan, bantuan pakaian seragam

sekolah, bantuan galakan hafaz Quran.

Institusi zakat di negeri Johor memberikan bantuan pendidikan yang berbeza daripada institusi zakat
lain di Malaysia iaitu dari segi Skim bantuan basikal pelajar dan Skim bantuan cermin mata. Manakala
di negeri Sarawak, bantuan pendidikan yang berbeza yang diberikan oleh institusi zakat Sarawak ialah
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bantuan kertas kerja projek (thesis). Terdapat juga keistimewaan dan bantuan zakat pendidikan khusus
bagi pelajar yang mengambil bidang kejururawatan di Kuala Lumpur yang dinamakan Bantuan
Pelajaran Kolej Kejururawatan PUSRAWI. Secara keseluruhannya, institusi zakat di Kuala Lumpur
memberikan pelbagai jenis bantuan dari pelbagai aspek yang dilihat telah banyak membantu dan
memenuhi keperluan golongan asnaf fakir dan miskin di Kuala Lumpur.

Walaubagaiamanapun, terdapat sedikit perbezaan berkaitan syarat permohonan bagi bantuan
pendidikan tersebut mengikut negeri-negeri di Malaysia. Sebagai contoh, bantuan pendidikan di
Sabah dan Sarawak dari segi bantuan yuran pengajian adalah dibezakan mengikut bidang pengajian
yang diambil. Kedua-dua institusi zakat ini mensyaratkan bidang agama sebagai syarat utama untuk
memohon dermasiswa dan bantuan ini akan diberikan pada setiap semester di sepanjang pengajian.
Berbeza dengan bidang pengajian yang lain di mana bantuan yuran pengajian hanya akan diberikan
sekali sahaja iaitu ketika pendaftaran pengajian. Institusi zakat lain selain Sabah dan Sarawak tidak
memberikan syarat yang khusus seperti yang digunapakai di Sabah dan Sarawak kerana objektif
bantuan pendidikan tersebut adalah lebih bersifat menyeluruh dan saksama kepada semua golongan
asnaf fakir dan miskin.

3. PERANAN LZS DALAM PEMBANGUNAN PENDIDIKAN FAKIR DAN MISKIN DI
NEGERI SELANGOR DARUL EHSAN

Mengikut laporan kutipan dan agihan zakat di Selangor bagi tahun 2012, jumlah kutipan zakat di
negeri Selangor adalah sebanyak RM394.1 juta manakala jumlah agihan zakat adalah sebanyak RM
401.7 juta. Perkara ini boleh dirujuk dalam jadual (2) di bawah:

Jadual 2: Jumlah Kutipan dan Agihan Zakat di Selangor Bagi Tahun 2012

Bil. Pembayar 210,307 180,617 16
(Orang)

Berdasarkan jadual 2 di atas, kutipan zakat pada tahun 2012 telah meningkat sebanyak 15 peratus
berbanding tahun 2011 dengan jumlah pengagihan sebanyak 89 peratus daripada jumlah keseluruhan
kutipan zakat. Manakala laporan kutipan dan agihan zakat di Selangor bagi tahun 2012 di bawah
program pembangunan pendidikan turut menjelaskan jumlah agihan zakat mengikut program
pembangunan bagi tahun 2013 seperti jadual 3 dan 4 di bawah.
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Jadual 3: Agihan Zakat Mengikut Program Pembangunan Bagi Tahun 2012

Ekonomi
4%

Institusi Agama
4%

Jadual (3) di atas menunjukkan bahawa pendidikan merupakan agihan zakat kedua terbesar selepas
program pembangunan sosial iaitu mewakili 40% daripada keseluruhan agihan program zakat.
Manakala pembangunan ekonomi dan Institusi agama adalah sebanyak 4% daripada jumlah
keseluruhan agihan. Sebanyak 5% daripada kutipan zakat diperuntukkan bagi pembangunan insan.

Kajian juga mendapati terdapat beberapa jenis bantuan yang diberikan di bawah program
pembangunan pendidikan bagi tahun 2012 di Selangor sebagaimana yang terdapat dalam jadual ( 4) di
bawah.

Jadual 4: Jenis Bantuan Terbesar di Bawah Program Pembangunan Pendidikan
Bagi Tahun 2012 di Selangor

JUMLAH
NO ASNAF JENIS BANTUAN | AGIHAN BILANGAN
(RM PENERIMA
JUTA)
Keperluan
Pendidikan 334 13,629
1 Fakir dan Bantuan Yuran
Miskin Sekolah Rendah / 5.1 13,195
Menengah
Biasiswa Pelajaran 5.3 1,487
Elaun Kehadiran
Kelas Agama Asas 2.9 2,753
2 Mualaf Dermasiswa 1.6 492
Bantuag Umum 06 140
Pelajaran
3 Fisabilillah | Elaun Guru KAFA 27.7 3,710
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Bantuan Umum

Pelajar Dalam dan 21.1 17,352
Luar Negara
Dermasiswa

Pelajar Belajar di 12.5 850

Timur Tengah
Dermasiswa Hufaz
Quran

1.6 1,115

Jadual (4) di atas menjelaskan bahawa seramai 54,725 orang menerima bantuan pendidikan di bawah
program pembangunan pendidikan di Selangor dan ia melibatkan duit zakat sebanyak RM
140,103,080 iaitu sebanyak 40% daripada jumlah keseluruhan agihan zakat mengikut program
pembangunan pada tahun 2012. Jumlah ini dikatakan telah meningkat berbanding tahun yang
sebelumnya iaitu seramai 27,583 orang sahaja penerima bantuan pendidikan pada tahun 2008. Jumlah
penerima agihan tertinggi adalah dari kalangan asnaf fisabilillah yang mendapat bantuan umum
pelajaran di dalam dan luar Negara.

Di samping bantuan pendidikan yang diberikan, Lembaga Zakat Selangor juga telah mensasarkan dan
merancang beberapa aktiviti dan program khusus kepada golongan asnaf fakir dan miskin di Selangor
dari segi bantuan pendidikan. Antaranya ialah seperti yang dilakukan oleh Lembaga Zakat Selangor
pada tahun 2013 iatu sebanyak RM 17.9 juta zakat pendidikan telah diagihkan kepada golongan asnaf
yang melibatkan seramai 32,919 orang asnaf. Menurut ketua sektor pengurusan daerah LZS iaitu
Mohd Basir Hasan Basri, agihan bantuan zakat pendidikan ini bertujuan untuk memperkasa
pendidikan dan juga memenuhi keperluan persekolahan supaya anak-anak dapat menumpukan
pembelajaran sehingga ke peringkat universiti (Laporan Kutipan dan Agihan Zakat, Info Zakat,
Lembaga Zakat Selangor, 2013).

LZS turut memperuntukkan zakat berjumlah RM2.5 juta melalui Program Sekolah Angkat
(Prosa2012) untuk dimanfaatkan kepada 15,220 anak asnaf yang menuntut di sekolah rendah dan
menengah di Selangor. Program ini dijalankan dengan usahasama LZS bersama Jabatan Pelajaran
Selangor (JPS) dengan memfokuskan anak asnaf yang bakal menduduki peperiksaan utama iaitu Ujian
Penilaian Sekolah Rendah (UPSR), Ujian Penilaian Menengah Rendah (PMR), Sijil Pelajaran
Malaysia (SPM), Sijil Tinggi Pelajaran Malaysia (STPM) dan Sijil Tinggi Agama Malaysia (STAM)
(Laporan Kutipan dan Agihan Zakat di Selangor Bagi Tahun 2012).

Menurut laporan kutipan dan agihan zakat di Selangor bagi tahun 2012, sebanyak 26,069 keluarga
asnaf fakir dan miskin telah dicatatkan. Oleh yang demikian, beberapa program giat dijalankan bagi
mengurangkan bilangan keluarga asnaf fakir dan miskin dari tahun ke tahun iaitu melalui program
pembangunan sosial, program pembangunan ekonomi, program pembangunan pendidikan, program
pembangunan insan dan juga program pembangunan institusi agama. Tujuan diadakan program
pembangunan pendidikan oleh LZS adalah untuk melahirkan generasi asnaf yang cemerlang dan bebas
daripada kemiskinan di Selangor (Laporan Pengurusan Zakat Selangor, 2008).

Manakala sumbangan yang berterusan yang diberikan oleh LZS semenjak tahun 2008 sehingga kini
ialah sumbangan pakaian sekolah di awal tahun persekolahan. LZS telah memberikan sumbangan
pakaian kepada 48 pelajar Sekolah Menengah Kebangsaan (SMK) Sijangkang Jaya secara tahunan.
Penyerahan sumbangan pakaian atau uniform sekolah ini diharapkan dapat menyuntik semangat para
pelajar dari golongan asnaf fakir dan miskin supaya lebih bersungguh-sungguh dalam pelajaran dan
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belajar lebih tekun dalam meningkatkan prestasi pelajaran mereka (Laporan Pengurusan Zakat
Selangor, 2008).

Usaha LZS ini dilihat telah menampakkan hasil apabila bilangan anak-anak fakir dan miskin yang
mendapat keputusan cemerlang dalam peperiksaan meningkat dari tahun ke tahun. Ia memberikan
gambaran bahawa kemiskinan bukan lagi menjadi penghalang untuk golongan asnaf fakir dan miskin
ini untuk melanjutkan pelajaran ke peringkat yang lebih tinggi. Kejayaan anak-anak asnaf fakir dan
miskin ini menjadi kebanggaan kepada LZS serta pembayar zakat seterusnya mereka menjadi contoh
kepada anak asnaf yang lain dalam membuktikan bahawa dana zakat dapat melahirkan lebih ramai lagi
anak-anak asnaf yang berjaya dan cemerlang dalam pendidikan. (Laporan Kutipan dan Agihan Zakat,
Info Zakat, Lembaga Zakat Selangor, 2013).

4. PENUTUP

Berdasarkan kajian yang telah dijalankan oleh penyelidik, penyelidik mendapati bahawa institusi zakat
di Malaysia memainkan peranan yang sangat penting dalam pembangunan pendidikan anak-anak
golongan fakir dan miskin iaitu melalui skim dan bantuan pendidikan yang telah diberikan. Institusi
zakat di Malaysia juga telah berusaha keras dalam melaksanakan aktiviti dan program pembangunan
pendidikan kepada golongan asnaf fakir dan miskin dan usaha yang berterusan ini seharusnya
mendapat pujian daripada semua pihak. Seharusnya anak-anak golongan fakir dan miskin juga dapat
memanfaatkan skim dan bentuk bantuan yang telah ditawarkan supaya dapat membantu meringankan
beban mereka dalam membayar yuran persekolahan dan pengajian di institusi pengajian tinggi.
Diharapkan bahawa dengan adanya skim dan bantuan pendidikan yang telah diberikan oleh institusi
zakat di Malaysia dapat menggalakkan golongan asnaf supaya mementingkan pendidikan dan ilmu
pengetahuan sebagaimana yang digalakkan dalam Islam iaitu menuntut ilmu adalah satu kewajipan
kepada semua umat Islam. Dengan usaha seperti ini, ia seharusnya dapat menaikkan lagi martabat
golongan asnaf, memperbaiki taraf hidup golongan fakir dan miskin, melahirkan lebih banyak lagi
pelajar asnaf fakir dan miskin yang berjaya di dalam dan luar negara dan seterusnya menjadikan
Malaysia sebagai sebuah negara yang kurang masalah dalam keciciran pelajaran.
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IN SEARCH OF DEBT FREE ECONOMIC DEVELOPMENT: THE ROLE OF ZAKAH AND
AWQAF FUNDS

Nor Asmat Ismail'

ABSTRACT

Most Islamic countries today have large amounts of external debts or public borrowing. The concrete
reason for public borrowing is that most Islamic countries still need enormous expenses for building
economic infrastructure in order to alleviate poverty. However, in spite of huge amount of public sector
expenditure financed through borrowing, most of these countries have not been able to alleviate poverty.
Majority of the population in these countries are facing extremely low literacy rate and they are living in
underdeveloped rural areas with extremely limited transport facilities, severely deficient health care
facilities, very serious housing problems and no civic facilities, such as no safe drinking water, electricity,
sewerage etc. This seems to indicate that external debt does not play a role in enhancing economic
development. As a result, large external debts have become a severe chronic problem in these countries.
To overcome large external debts problem, this paper suggest that these countries use internal funds, such
as zakah and awqaf funds to accelerate economic growth.

Keywords: public expenditure, zakah, awqaf, poverty reduction, economic development.

1. INTRODUCTION

Traditional Keynesian theory implies that an increase in government spending can create an increase in
consumption and aggregate demand. This theory makes expansionary fiscal policy (increase in
government spending) attractive to those who believe in government intervention to improve the
economy. However, some countries are facing short of government revenue to finance government
spending. Therefore, the government borrowed from abroad in order to spend. This also happened in most
Islamic countries and the concrete reason for public borrowing is that most Islamic countries still have
enormous needs for expansion of their economic infrastructure and to alleviate poverty. However, after
decades of large amount of government spending, most of these countries still have not been able to build
viable physical and human infrastructures. Most of these countries have not been able to develop good
railroad facilities, good roads, good schools and adequate health care facilities. The rate of literacy of
population in these countries are extremely low and majority of the population are living in
underdeveloped rural areas with very serious housing problems, severely deficient health care facilities,
extremely limited transport facilities and inadequate civic facilities (no safe drinking water, electricity,
sewerage etc). Even these countries also have not been able to provide sufficient energy for industrial and
domestic requirements.

One of the reason why this happen is that the debt repayment amount is far exceeds the amount received.
To give an example, according to the Jubilee Debt Campaign, in 2005 developing countries paid a
combined 513.8 billion USD in debt repayments, while in the same year they received a total of 106.8
billion USD in official aid. The very poorest of them paid a joint 43.2 billion USD in debt repayments,
while they received a combined 40.4 billion USD in development aid. This means that, despite significant
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amounts in aid, the net result is that the countries end up poorer every year. This is because poor countries
are paying significant percentages of their GDP in servicing their debts. This means this money cannot
then be invested in other sectors such as education, health and research and development which the key
means to support countries’ escape from poverty. Consequently, poor countries are often forced into
taking out new loans just to service the old ones. So, they are trapped in a vicious circle of debt. In year
2009, the ratio of external debt to GDP is more than 100 percent in some countries, for example Guinea-
Bissau, Kazakhstan and Somalia. Table 1 shows the percentage of external debt to GDP in Islamic
countries for the period of 2001 to 2009. This study raise two questions. First, is government intervention
through debt financing can accelerate economic growth?

To answer the firsrt question, this study reviews some related studies. According to some studies done by
several researchers, external debt is not favuorable. Deficit financing is a dangerous policy except in a
very limited way, for example, to mobilize untapped resources by increasing aggregate demand through
government expenditure, and only if the expected rate of social return from the project being financed
through borrowing is higher than the cost of obtaining the resource (Munawar Igbal 1992). Furthermore,
according to Munawar Igbal (1992), the big government philosophy has seriously flaws. The experience
of many developed countries shows that economies have not become more stable because of
governmental intervention; income distribution has not improved and the rate of growth has not
eccelerated because of the larger government involvement.
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Furthermore, according to Munawar Igbal (1992), the big government philosophy has seriously flaws.
The experience of many developed countries shows that economies have not become more stable because
of governmental intervention; income distribution has not improved and the rate of growth has not
eccelerated because of the larger government involvement. Economic historian also state that the period
between 1870 and 1913 was one of the most dynamic periods for the economies of the modern world.
The rate of growth was very high, and modern infrastructure such as railoads, roads and schools was built.
Yet the level of public spending was remarkably low (10 percent of national income). This percentage
raise doubts about the necessity for high levels of public expenditure in promoting economic growth.
Furthermore, from Islamic viewpoint, the permissibility of public borrowing depends on certain
conditions and circumstances only, for example, military service to defend the ummah. Improvement of
material conditions of living and other public interest of beneficial nature should not be financed by
borrowing. And the message of the Quran is very clear that the size of the government should be limited
to what it collects through the zakah (the only taxation in Islam).

Since the government intervention through debt financing can not accelerate economic growth, and the
the zakah is the only source of government revenue, the government have only one choice, that is to fully
utilise internal funds such as zakah, awqaf and sadaqah. But the question now is how this internal sources
of funds can be used to accelerate economic growth? This is the second question raised by this study.
Before answering the second question, this study will discusses briefly about the definition of poverty,
zakah and waqf. The rest of this paper is organized as follows. Section two discusses the definition of
poverty, zakah and waqf. Section three discusses the concept of economic development in Islam, section
four discusses the role of zakah and awgaf in economic development and section five concludes.

2. DEFINITION OF POVERTY, ZAKAH AND WAQF

The most common method of measuring poverty in conventional economic is income or consumption. A
person in a particular country is considered poor if his/her income or consumption level is below the
poverty line which is fixed by the government in that particular country. Poverty line is defined as the
income or expenditure level required to purchase a predefined basket goods and services needed for basic
needs. This poverty line is an income level that can sustain a minimum standard of living and separates
the poor from the non-poor (world bank 1993). In Islam, the concept of poverty does not only represent
deprivation of goods and services, but also poverty in spirit. Keeping this broader concept of poverty in
Islam in mind, this concept of poverty and its alleviation indirectly adresses the spiritual aspects with the
consideration of individuals can improve their material life by improving their spiritual lives.

Islam discourages extreme poverty and income inequality. Each individual is expected to exert his/her
effort to the fullest extents of his potential to fulfill his/her needs. However, there may be situations and
circumstances in which individuals will not be able to earn enough money to meet their needs. Islam has
instituted social support mechanisms to support the deprived; zakah. The Quran says “And those in whose
wealth there is recognized right. For the beggar who asks, and for the unlucky who has lost his wealth”
(Quran 70:24-25). All Islamic jurists agree that the government is responsible for the implementation of
zakah in a muslim society and responsible to check if individual payers are actually paying zakah on
apparent and non-apparent properties.

Zakah means to grow, to purify and to increase. When it is said about a person, its means to improve, to
become better. Consequently, zakah means blessing, growth, cleanliness, purification or betterment (Kahf
1999, Dogarawa 2009). Zakah is often seen as a means of purifying the wealth acquired by the giver as
well as purifying the giver themselves by making them more sensitive to the needs of others (Zaman
1980). In the Islamic law, the word zakah refers to the determined share of wealth prescribed by Allah to
be distributed among the categories of those entitle to receive it. It is a compulsory payment by the
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wealthy to the economically underprivileged. In this way, the primary purpose of zakah is to purify the
giver, a consequence of which is aiding those who are less fortunate. Because zakah is an obligation,
some scholars argue that it should not be interpreted as a form of charity, but rather a right of the poor.
While protecting the rights of poor and the main objective of zakah is to alleviate poverty, zakah also is a
unique spiritually charged filtering device primarily designed to cleanse one’s possession or wealth
necessary to protect the owners of wealth against spiritual poverty.

Zakah is defined in Figh as “a due right on specific items of assets/properties, in specific percentages with
consideration of the passage of a year and satisfaction of the condition of nisab.” Various schools of
Islamic jurisprudence maintain that zakah is compulsory on properties that fulfill certain conditions.
Furthermore, the concept of tamlik (ownership) is an important aspect of owner of what is disbursed so
that the recipient enjoys the full authority to use it at her/his free will.

Most of the items that are subject to zakah are mentioned in the texts of the Quran and hadith. These
include gold and silver (two monies of the time), herds of camels, sheep and cows, goods readied for sale,
and agricultural products. Islamic jurists (Fuqaha) classify zakatable items in to apparent and non-
apparent assets. The apparent assets (amwal zahirah) are ones that can be easily observed. These would
include agricultural products and livestock. The non-apparent assets/goods (amwal batinah) are not
readily observable by outsiders. Goods for trade and cash fall under this category.

The quran (9:60) determines eight categories of heads to whom zakah can be paid, saying: Sadaqat (here
means zakah) are only for the fugara (poor), and miskin (the needy), and those employed to collect (the
funds), and to attract the hearts of those who have been inclined (towards Islam), and to free the captives,
and for those in debt, and for All-knower, All-wise.” Other verses and sayings of the Prophet (pbuh)
added destitute, orphans, and prisoners of war to the heads of zakah (Quran 76: 8, 51:19 and 70: 24-25).
While no strict definition of poverty appears in shariah to categorize persons eligible to receive zakah, it
is agreed upon that it is not meant for the rich. This is evident from the following hadith which says “the
sadaqah (zakah) is not lawful to a rich or strong, non-defected (non-handicapped) person.”

Wagf on the other hand, is a voluntary act of charity that comes under the general terms of sadaqah and
infaq. Linguistically, waqf means stand still, hold still, not to let go. On the other hand, waqf is a form of
endowment of a resource in perpetuity. It can be performed on behalf of someone who passed away,
usually for public good. The purpose of a waqf is set by the endower and should only be changed in
accordance with his or her will (John Gerhart Center, 2006 in Kefa 2008). The word waqf is used in the
Islamic law in the meaning of holding certain property and preserving it for the confined benefit of certain
philanthropy and prohibiting any use or disposition of it outside its specific objective (Monzer Kahf,
2003).

From shariah point of view, waqf is defined as holding a maal (an asset) and preventing its consumption
for the purpose of repeatedly extracting its usufruct for the benefit of an objective representing
righteousness/philanthropy. Hence, waqf is a continuously usufruct-giving asset as long as its principal is
preserved. Preservation of principal may result from its own nature as in land or from arrangements and
conditions prescribed by the waqf founder (Monzer Kahf, 1998).

From economic point of view, waqf is diverting funds (and other resources) from consumption and
investing them in productive assets that provide either usufruct or revenues for future consumption by
individuals or groups of individuals. This definition of waqf allows inclusions of all kinds of maal (asset)
under wagqf, so that land and construction can be made waqf for religious purposes, such as a mosque for
prayers, for philanthropic purposes such as hospital, an orphanage or a school. Land and construction may
also be made waqf for agricultural utilization or for any other productive utilization in industry and urban
areas provided that the net revenues are exclusively devoted for nourishing philanthropy/righteousness
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causes, such as spending on light and heat of a mosque, on feeding the poor and needy or on the current
expenses of a hospital, a school or an orphanage.

An important characteristic of wagqf relates to its objective, which means doing charity out of good
intention. This implies that a waqf for bad or immoral objectives is not recognized. The objective of waqf
may be for the society at large, including the provision of religious services, socio-economic relief to the
poor, and other purposes. This kind of waqf is traditionally characterized as philanthropic or public. It
aims at supporting the poor segment of the society and all activities that are of interest to people at large
such as public utilities, libraries, scientific research, education, health services, care of animals and
environment, lending to small businessmen, parks, roads, bridges, dams etc. In case of a family (ahli) or
private (khass) wagqf, the objective is related to the family and descendants of the founder or another
specific person. A combined/mixed waqf (waqf mushtarak) has dual objectives of serving partly the
family/descendants and partly the public.

Many scholars term the ownership of waqf assets/properties “as if it were owned by God”. The founder
(wagqif) determines the objectives for which the waqf property can be used and the way its fruits, services
and revenues can be distributed. The founder also determines the waqf management and the procedure
governing the succession of managers. The organizational structure of awqf is flexible because it is
essentially in the hands of the founder, who can mold it the way it pleases her/him. Waqf manager is
usually called Mutawali, Nazir or Qayyim and his/her responsibility is to administer the waqf property to
the best interest of the beneficiaries. The first duty of Mutawali is to preserve the property; this is
followed by maximization of the revenues of the beneficiaries.

3. THE CONCEPT OF DEVELOPMENT IN ISLAM

Development or economic development should be consistent with the central objective of shariah: the
welfare of the people and their relief from hardships. Economic development in Islam may be defined as a
balanced and sustained improvement in the material and non-material well-being of man, and
development as a multi-dimentional process which involves improvement of human welfare through
advancement, reorganization and reorientation of entire economic and social systems in accordance with
the norms and values of Islam. In this context, I would like to emphasize the concept of a two stage
permanent life of human being. The life of mankind consists of two sequential stages: the worldly life
(from birth until death) which is temporary, and the life of the hereafter (that begins after death) which is
eternal and permanent. Thus, human life per se is one complete whole which is eternal, eventhough
divided into two stages. Islam desires welfare of mankind for this complete whole. In funtional form,

W="f (W, W,) (1)

Human welafare, W , is thus a function of welfare in both the temporary stage, W, and that in the
permanent stage, W, of life. Here, W, and W, are again functions of separate sets of variables which
determine welfare in the temporary and permanent stages of life respectively. The functions are as
follows:

Wt = f2 (Xta SED> ED) HD> Yt) (2)

Where X, stands for variable related to economic development (e.g. political freedom, income equality,
education, training, health, environmental peace and harmony and the like), SED stands for sources of
economic development (e.g. zakat, sadaqah, awqaf), ED stands for economic development (wealth,
income and the like), HD stands for human development (skill, healthy, educated, spirituality and the
like), Y, stands for variable unrelated to economic development but responsible for the welfare in
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temporary stage of life (e.g. satisfaction derived from human accomplishment in this world like
philanthropic contribution, sadaqah, waqf etc, compassion in human relationship and the like).

W, =15 (Y,, ED, SD) 3)

Where Y, stands for variable unrelated to economic development but responsible for the welfare in the
permanent stage of life (e.g, ibadah), ED stands for economic development (economic development still
contribute to the welfare in permanent stage of life because more income ao more wealth can contribute
to more zakah, sadaqah and wagqf). and SD stands for spiritual development. These formulations show
that economic development is a common argument in both the individual welfare functions, W, and W,
which implies that economic development is an explanatory variable in the overall welfare function, W.
In other words, economic development has an important role to play in the achievement of welfare in both
stages of human life. Economic development is a function of sources of economic development (SED),
human development (HD) and variable related to economic development (e.g. political freedom, income
equality, education, training, health, environmental peace and harmony and the like), (X;). In functional
form,

ED = f, (SED, HD, X)) 4)

The uniqueness of the Islamic concept of economic development is that the terminology incorporates
within it the welfare elements in both stages of human life. The welfare of these two stages is so related
that W, cannot alone maximize W, if W, is zero or negative. And since the permanent stage (life of the
hereafter) is definitely longer than the temporary one, W can never be maximized by sacrifying a major
and significant portion of W,. There may, however, arise a trade-off problem: an increase in W; may
involve a decrease in W, and vice versa. In such a situation the individual concerned may choose an
appropriate combination of W, and W, on the basis of the weight of arguments in the objective function.
An individual with preference for W, is expected to maximize W subject to the constraint of some
minimum value of W,. An individual at the other extreme may prefer to maximize W subject to the
constraint of a minimum scale of W,,. A conscientious person with knowledge and practice of Islam may
make his whole life as Ibadah by adhering strictly to the norms of Islam in all activities of life. So, W, and
W, reinforce each other instead of creating a trade-off problem. The strength of such reinforcement
depends, however, on the degree of such consientiousness exhibited by different persons.

Economic development is related to Islamic would be that which contributes to welfare in the both stages
of human life. Economic development is related to Islamic values in two ways. First, economic
development has been defined as a balanced and sustained improvement in material and non-material
well-being of man which is not complete without a high moral standard resulting from Islamic values.
Second, the establishment of Islamic values requires spending on Islamic education, propagation of Islam
and so on. This spending is expected to be positively related to income level and the strength of one’s
Iman (belief).

4. THE ROLE OF ZAKAH AND AWQAF IN ECONOMIC DEVELOPMENT

The message of the Quran is very clear, specifically in mentioning that the size of the government sector
should be limited to what it collects through zakah, the only tax in Islam. All Islamic jurists agree that the
government is responsible for the implementation of zakah in a Muslim society. In Malaysia, there is a
specific body (Religious Council in every state) that responsible to collect and distribute zakah and to
manage awqaf funds. If zakah and awqaf funds are properly managed, these funds could replace external
borrowing and therefore significantly reduce the debt burden. So, Religious Council in every state should
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be creative, innovative and expert in business in order to fully utilize the zakah and awqaf funds to
accelerate economic development and at the same time to improve welfare of the individual.

Zakah is one of the important instruments to increase welfare of individual both in temporary and
permanent stage of their life. Economically, zakah is one of the important instruments to increase the
wealth of the poor. Zakah aims at eliminating poverty and the desire for personal accumulation at any
cost, and encouraging socially orientated behavior. It aims for the reduction of socio-economic
differences by providing financial help to the have-not to bring them closer to the haves. It can be done in
two ways. First, the person capable to work will be given what he/she needs to become a productive
earner so that he/she can earn an income that satisfies the basic needs. This may includes education,
training and capital to start a business. The distribution of zakah in the form of education, training and
capital goods, (like a taxi, sewing machine etc) not only enriching the poor and making them productive
elements in the society, but also encourages entrepreneurship and increases the supply of entrepreneurs.
This effect is further enhanced by the overall zakah system which provides social security type of
arrangement that stimulates new business venture. This will increase employment and productivity.

Second, the unproductive members of the society such as the elderly, sick, widows, handicapped etc, will
be provided periodic income to support them to afford consumption of the basic needs. Therefore, zakah
increases the demand for goods which fulfills the basic needs of the poor. Hence, zakah also influence
investment because the multiplier effect which results from a rise in aggregate consumption increases
investment.

Investment could be more attractive if there are sufficient economic infrastructures or facilities are
provided by the government. The provision of economic infrastructure can be done using awqaf funds.
As I mentioned earlier, the person who manage awqaf (mutawali) should be very creative in generation of
income or profit from awqaf properties. The generated profit can be used to provide infrastructures or
facilities to attract more investors. Furthermore, it also can help the poor by providing them capital to start
business, education and training to become more productive. By assuming that the efficiency problems
are solved, the waqf system can significantly contribute towards that ultimate goal of every modern
economist; massive reduction in government expenditure which leads to a reduction in the budget deficit,
which lowers the need for government borrowing.

From the point of view of Islamic economies, the most important item in the above mentioned agenda is,
obviously, the reduction in the government debt. The waqf can, indeed, lower the debt and debt
repayment by providing the most essential social services without any cost to the government. This
important contribution of the waqf system towards the gradual elimination of debt is not yet recognized
by the Islamic economists. It will be proposed here that it should be. Put differently, a re-establishment
and revitalization of the waqf system should be considered as a vital step in the struggle to eliminate debt.

The waqf could fulfill those functions by voluntarily donations made by the rich. Thus, privately
accumulated capital may be voluntarily endowed to finance all sorts of social services to the society. At
this point another extremely important function of the awqaf becomes apparent: not only does it help
reduce government expenditure and consequently the debt, it also achieves another modern economic
goal; a better distribution of income in the economy and increase welfare of individual in temporary and
permanent stage of their life.

In the concept of development in Islam as discussed above, zakah and awqaf improve the welfare of the
people in temporary and permanent stage of life, (Wp and Wt) for either the rich or the poor. For the rich,
zakah not only purify the wealth but also purify the themselves by making them more sensitive to the
needs of others, but also improve the strength of their Iman (believe) to become more pious or better
person. It is expected that there are positive relationship between zakah and the strength of one’s Iman. It
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is also expected that waqgaf is positively related to the strength of one’s Iman. As people become more
sensitive to the needs of others, they will be more willing to pay zakah and sadaqah (waqaf) and their
welfare will be improved both in the temporary life and permanent life. As more people pay zakah, the
amount of zakah collection become bigger. So the waqgaf, as more people contribute to wagaf or more
properties allocated for waqaf, the funds become bigger and bigger. The bigger funds will be spending to
provide income and services for the poor and the welfare of the poor in temporary and permanent life
will be improved. Based on the positive relationship between zakah and awgaf and the strength of one’s
Iman, it is expected that the strength of their Iman will be improved too. In this case, zakah and waqf
funds do not only alleviate material poverty but also spiritual poverty. Zakah and waqaf also generate a
situation of good relationship between the rich and the poor. They will live in a society with full of peace
and harmony and again will improve their welfare.

Figure 1: The role of zakah and awqaf in economic development
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5. CONCLUSION

Muslim countries have relied extensively on external borrowing to fill the gap in public budget. As a
result, external debt has grown and debt repayment became a big problem to them as they have to pay
interest. Beside other problems, interest payments are eating a sizeable part of total government
expenditure. In Islamic countries, this is most unfortunate. In addition to the economic problems that this
public debt is creating for these countries, they are in violation of Islamic shariah. As a matter of fact, a
number of their economic problems are a result of ignoring the government expenditure should be limited
to what it collects through zakah, awqaf and sadaqah. Zakah and awqaf do not only contribute to
economic development or poverty alleviation but also contribute to human development through
eradication of spiritual poverty and achievement of welfare in both stages of human life.
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ZAKAT AS AN INSTRUMENT FOR POVERTY ALLEVATION:
A CASE STUDY OF NIGER STATE ZAKAT BOARD, NIGER STATE NIGERIA.

Adam Idris’
S. O. Muhammad?

ABSTRACT

The importance of zakat in poverty alleviation among Muslims cannot be overemphasized.
This paper presents the meaning and essence of zakat, highlighting its spiritual and economic
benefits. Attention was drawn to underscore how obligatory it is in Islam. This was followed
by discussions on assets subject to zakat. A brief explanation on poverty and its features was
presented, succeeded by expositions on zakat’s potential for its alleviation. This provoked
discussions on the importance of planning the collection and distribution of zakat to achieve
maximum social benefit. We emphasize the relevance of institutionalizing the collection and
distribution of zakat as a panacea for realizing this goal. Explanations were presented with
reference to its institutionalization in Niger state; one of the Northern states with dominant
Muslim population in Nigeria. The paper concludes with a recommendation for planning
zakat in Muslim communities.

Keywords: Zakat Assets, Zakat Institution, Poverty Alleviation

1. INTRODUCTION

The literal and simple meaning of zakat is purity. The technical meaning of the word
designates the annual amount in kind or coin which a Muslim with means must distribute
among the rightful beneficiaries.

In sharia,the word zakat refers to the determined share of wealth prescribed by Allah [SWT]
to be distributed among the categories of those entitled to receive it. According to an-
Nawawi’s report from al-Wahid the share of wealth is called zakat because it increases the
funds from which it is taken and protect them from being lost or destroyed. Growth and
cleanliness are not restricted to the assets from which zakat has been taken, but affects the
person who pays zakat. This is in line with the verse which stipulates:

‘“Take zakat from their wealth to purify and cleanse them’’ 9;103

In elaborating the purpose of Zakat and its genesis, Umer Chapra (2000) observed that Zakat
is not really a task in the normal sense of the term, It is the religious obligation of a Muslim,
in the same way as prayer, fasting and pilgrimage as they are, a Muslim is expected to pay a
specified proportion of his or her net worth or output. Its proceed cannot be spent by the state
for any purpose that it deems desirable. It is essential as a social self help measure adopted
with full religious backing to support those among the poor and destitute who are unable to
help themselves so as to eliminate misery and poverty from Muslim society.

Islam as a religion is unprecedented in the extent of its care for the poor and in its
determination to solve the problem of poverty whether through directives and

12 Kwara State Shariah Court of Appeal, Ilorin, Nigeria.
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recommendations that enjoins Muslims to show mercy to the poor, through legislation and
laws or through implementation and application.

Every religion including those created by man has considered mercy to the poor to be a
humanitarian social issue, without which oneness and a high standard of living cannot be
realized. Because of the importance of this institution, all the prophets sent by God one way
or the other enjoined their followers to give out zakat for the benefit of the mankind. This will
be elaborated as we go further in this paper.

The voice of Divinely revealed religions calling for the care of the poor and weak has been
even louder than other religions systems, having a deeper effect than any human philosophy
or man-made law: I cannot believe any messenger of Allah has passed through the world
without calling for the care of the poor, called zakat in the Qur’an.

In the Holy Qur’an, which is the most authentic Divine text existing on earth today, which

mentioned the Messages of Ibrahim and Ya’qub. Allah says: (21 73)
We made them leaders, guiding by Our «3all Jab zg:d) Waily Usal Gsie Ll agihag
command and revealed to them the doing of Gl Ul siss oJSJlié—L"\j SM\ REE

good actions and the establishment of the
prayer and the payment of zakat, and they
worshipped Us”.

Isma’il’s Message is described in the following:words “Mention Isma’il in the Book. He was

true to his promise and was a Messenger and a Prophet. He used to command his people to
pray and give zakat and he was pleasing to his Lord”. (19 54-55).

B30 Gilia g8 A delal) Qs B%Y

oISJSU abLaSLa AJM J..u ulSJL\-\-I ‘iyuu RLY)

Leaa 4 X (S

We also see the pledge of the tribe of Israel: “Remember when we make a covenant with the
tribe of Isreal (2:83) .

“Remember when We made a covenant with (sl oy b ) } G dad N dieloul dl-m R
the tribe of Israel: ‘Worship no one but Allah Gl u-«l-i-“ 983 u:*s j9 u-dl-ulb PP PR P
and be good to your parents and relatives and  Alily alie SuB §) g & &3 gey seliall 1 sadiy
to orphans and the very poor. And speak good Ly g

words to people. And establish the prayer and

pay zakat. But then you turned away except a

few of you. You turned aside”

Also Prophet Isah is described by his own words as a baby in the cradle. (19:3 1)

“And made me blessed wherever I may be: and ~ &iasta 38313 s3ally Jlaily Gk L (ol 8k sy

He has enjoined upon me prayer and charity as
long as I live.

Zakat is comprehensive holistic and systematic as deduced and derived from the Quran and
Sunnah.
The above verses shows that
all religions share the concern for and care of the poor and
weak members of the society. Islam expressed concern in
these matters as early as the Makkan period. Thus the system
of zakat preceded all similar legislation in the world.
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In the recent time the World Assembly has rightly pointed out in their statement “that
poverty, condition where people lack the basic necessities to sustain life, is a pervasive reality
in our world”. Islam being a comprehensive religion, has sincerely dealt with different
aspects of this question and has shown us some ideology which may be helpful to protect the
rights of the poor. One of these avenues is the issue of zakat, wealth remain in constant
circulation among all sections of the societies and must not become the monopoly of the well
to do. To achieve this sublime objective, Islam established beside zakat the institutions of
inheritance and regular charity.

Islamic law guarantees every person in the Islamic state, Muslim or not a suitable standard of
living. This is with the objective that food, clothing and shelter are available in addition to
health care and education. It is a system which aims at satisfying the poor and the needy, and
their families for life. But natural disasters may unexpectedly befall any person, wealthy or
not, whether farmer, merchant, industrialist or landlord. Natural disaster may be common to a
whole area, like drought, flood, insecticide, contamination, explosions, or there may be
individual, such as car accidents, fires, or loss of assets or source of income through the war.

It will be recalled that during the life time of the Prophet (SAW), the collection and
distribution of Zakat was handled by the State. The practice continued during the life time of
the rightly guided caliphs and thereafter. Its importance can be seen from the fact that the
commandment to perform prayers is immediately followed by the orders for Zakat in twenty
various places in the Quran. The consensus opinion among Muslim Scholars is that it
certainly occupies a place second in importance to prayer. And to underline the importance
of Zakat as the corner stone of the financial structure of an Islamic state, when some Arab
tribes refused to pay out Zakat to the public treasury immediately after the death of the
prophet (SAW), the Caliph Abubakar had to enforce it even at the point of sword. Thus, he
protected not only the financial structure of the state but the entire edifice of Islam as well.

Caliph Abubakar maintained that there is no difference between prayer and Zakat and as such
it is lawful to wage a holy war against those members of the Muslim community who
withhold Zakat, which is the right of the whole community on the wealth of the individuals as
the prayer is the right of Allah on every believer. However, this practice was later ignored as a
result of many factors.

These may include deviation of the Muslim Ummah worldwide from the path of Allah, wars
of conquests, colonial subjugation and un-purposeful indigenous administration among
others. Consequently, the collection and distribution of Zakat was left in the hands of
individuals and groups who may not necessarily be conscious of the rules and regulations of
this important pillar of Islam. First and foremost, there is need to remind ourselves of what
the institution of Zakat is in Islam.

2. THE CONCEPT OF ZAKAT IN ISLAM

Zakat is one of the pillars of Islam. It is second in importance to Salat. This is because
hardly is a Muslim enjoined in the Qur’an to establish regular prayers without being asked to
give out Zakat to its due beneficiaries if he has the means.

In the Qur’an, Allah directs: “of their wealth, take alms so that you may purify and sanctify
them”. He also adds: “And be steadfast in prayer and regular in charity, and whatever good
you send forth for your souls before you, you shall find it with God: for God sees well all that

you do”.

Allah rebuked Zakat defaulters and assures them of stern punishment where He says,
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“And there are those who bury gold and silver and spent them not
in the way of Allah, announce to them a most grievous penalty on
the day when heat will be produced out of that (wealth) in the Hell
fire and with it will be branded their fore heads, flanks and backs.
This is the treasure which you buried for yourselves and you shall
taste it.

The Sunnah of the Prophet (SAW) has also made the compulsory nature of zakat clear. The
Prophet (SAW) was reported to have said:-

“Islam is built on five pillars. The testimony that there is no deity
worthy of worship except Allah. The establishment of daily prayers
regularly and promptly, the giving out of alms to the poor, the
observance of the month of Ramadan for fasting for the sake of
Allah, the performance of pilgrimage to Ka’aba if one can afford
it at least once in a lifetime.”

Therefore, the people with means among us should be conscious of Allah and treat the less
fortunate members of the society with kindness by prompt paying of their Zakat among
others.

Zakat has also the effect of leveling up the general level of prosperity in a community. The
taxing of idle money inevitably leads to its compulsory employment in productive channel
which in turn increases the national wealth of a country. The zakat is the main tax in the
Islamic state which answers all the requisites.

The low taxable limit and the principle of proportionate sacrifice tend to reduce the gulf
between the high and low incomes and level up the differences by preventing the
accumulation of wealth into the hands of a few individuals. This results in a general
prosperity, i.e. the prosperity of the largest number, and as the prosperity increases, the
number of those contributing the tax increases with a proportionate decrease in the number of
those indigent and unemployed whose maintenance is the first charge on zakat. This shows
that not only the growth of zakat is automatic as the wealth and population increases, but it is
a potent instrument of increasing the wealth of a country.

It is worth noticing that whatever the needs of a given state, however great the contingency, it
is of the greatest paramount that the system of zakat as laid down by Allah (SWT) should
remain inviolable. Rather it is open to the state to devise and impose new taxes, should
situation call for it, such as war or when wealth perpetually remains concentrated in few
hands to the detriment of the rest of the populace. This will be emergency imposition and
should be withdrawn as soon as the condition improves, but it will have no bearing with zakat
which must remain inviolable.

3. ASSETS SUBJECT TO ZAKAT

The Qur’an does not give the definition of the kinds of wealth on which zakat should be paid
nor does it provide the required percentages of zakat. It is left to the Sunna to give, by
example or by directives, details of the general Qur’anic command and to convert the
theoretical axioms of the Qur’an into a living reality in human life. The Prophet (S.A.W) was
assigned this responsibility and the Book. Allah says: (16:44) It must be realized, however,
that the Qur’an does mention a few kinds of zakatable assets, such as:

“And We have sent down the Reminder  agall d e (il ol 83 et Wiy a0y clially
to you so that you can make clear to LA aglaly
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mankind what has been sent down to
them so that perhaps they may reflect”.

e Gold and silver in the verse: “As for those who hoard up gold and silver and do not

spend it in the way of Allah, give them the news of a painful punishment”. (9:34).

e Crops and fruits that are referred to in: “Eat of their fruits when they bear fruit and

pay their due on the day of their harvest”. (6:141).

e FEarnings from trade and other business ventures, referred to in the verse: “O you

who believe! Give away some of the good things you have earned”. (2:267).

e What is brought out from beneath the earth: “and some of what the earth produces

for you”

Except for these items, the Qur’an mentions zakat in general and the word annual (assets or
wealth) in its plural form, such as in verse. (9:103)

“Take sadaqa from their wealth to purify and Al poai A 3 ab Hgdad A8iia aglisal Ge M
cleanse them”.
and. (51:19) )

“And the beggars and destitutes psoaally Ji Ul 58 agliaal A

received a due share of their wealth”
See Appendix A for the more elaboration on the Nisab of Zakat on various animals.

4. ZAKAT ON BUSINESS GOODS

Since practicing trade is lawful, several sayings order the guardians of orphans to invest
orphan’s wealth in trade so that it is not exhausted by the repetitive payment of zakat. It is
normal that part of the wealth of any nation is used in trade and business exchange, and it is
no wonder that Islam prescribes zakat on assets invested in business and commerce as well as
on the income derived there from. Like zakat on money, zakat on business is an expression of
thankfulness to Allah for His bounties by caring about those of His servants who are in need.

Islamic jurisprudence addresses itself to the details of this kind of zakat. Business goods are
called by jurists “urud at-tijara’, which means anything obtained for the purpose of trade for
profit, except liquid monetary assets. This definition includes machinery, furniture, clothing,
foodstuffs, ornaments, jewellery, livestock, agricultural produce, land, buildings, etc. Some
jurists define “urud at-tijara’ as anything that one buys in order to sell for profit. A Muslim
who owns business goods equal to the nisab of money or more at the end of a zakat year must
pay its due zakat at the rate of two and a half percent. This zakat is levied on the principal
and increments accruing above the principal.

5. ZAKAT DISTRIBUTION AS DEFINED BY THE QUR’AN

According to Yusuf al-Qardawi, the collection of zakat is discussed in the Qur’an as a
general concept, where it can be spent is specifically mentioned in the Qur’an; it was not left
to rulers or those with personal opinions to decide according to their whims. At the time of
the Messenger, some greedy individuals tried to take some proceeds of zakat, but when the
Prophet did not yield to their attempts, they criticized and censured the prophet to such an
extent that Allah sent verses deploring their greed and uncovering their hypocrisy. See
Qura’an (9: 58-60).

And among them are such as find fault with Ls’ﬂ-' Ao Isa) Ll gl | u‘ﬁ cBaal) uﬁdﬁ-‘-' A ee-uJ
thee (O Prophet) concerning (the distribution My-ug & @ALMLA I3 ?g-a\ 33 nga.u ?A 1.11 Lg_u
of) the offerings given for the sake of God. If &) u.nm Ay YY) ume. Y 4»1 Ush & Giiual 3313 3

they are not given anything thereof, lo! They & u.\lnla.“ 3 u.aSl......d\ 3 ;U-Mﬂ &iBalal) Lu\
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are consumed with anger. And yet, (it would be  Jstd) (il g &Y i B (e iy GBLY By a4l 518 Adal)
but for their own good) if they were to content ASS e A g A (ya Ay b
themselves with that God has given them and

(caused) His Apostle (to give them) and would

say, “God is enough to us! God will give us

(whatever He wills) out of His bounty, and

(will cause)

His Apostle (go give us, too): verily, unto God

alone do we turn with hope!” the offerings

given for the sake of God are (meant) only for

the poor and the needy, and those who are in

charge thereof and those whose hearts are to be

won over, and for the freeing of human beings

from bondage, and (for) those who are

overburdened with debts, and (for the wayfarer:

(this is) an ordinance from God — and God is

all-knowing, wise.

Also Abu Dawud narrated that he went to Prophet Muhammad (SAW) and give him his
pledge, during the pledge a man came to the Prophet (SAW) and requested the Prophet
(SAW) to give him the proceeds of zakat, the Prophet (SAW) responded immediately that he
would only be entitled to what he demanded for if he belonged to the categories mentioned by
the Qur’an.

6. POVERTY AND ITS MAIN FEATURES

Poverty has been defined in absolute and relative terms. Absolute poverty refers to a
condition where a person can not meet up with the most basic requirement necessary for
human survival. These include food, clothing, shelter, health and education.

Poverty has various manifestations which include among others, lack of income and
productive resources sufficient to ensure sustainable livelihood and mal-nutrition, ill health,
lack of access to education, homelessness and inadequate, unsafe and degraded environment.

The introduction of any poverty eradication programme should also not be done without the
involvement of the people from the design through the implementation monitoring and
evaluation of programme. The involvement of people who have fear of God this, will allow
for adequate flow of information most especially at the community level.

To enable Zakat to play its role meaningfully however, a number of scholars have suggested
that it should become permanent supplement for only those who are not capable of earning
enough through there own efforts, to implement this therefore there is a need to develop an
institutional mechanism whereby the collection and disbursement of Zakat proceeds can
carefully be planned and implemented for maximum social advantage.

This brings me to the appraisal of the collection and distribution efforts of Zakat Board of
Niger State, which will assist us to introduce a similar board or organization in any muslim
country for the purpose of alleviating poverty within the Muslim community. We have earlier
mentioned the obligatory nature of zakat and it is in fulfillment of this religious obligation
that the Niger State Zakat and Endowment Board was established in 1999 by the Niger State
Government. The board is charged with the responsibility of collecting and distributing zakat
in Niger State.
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7. THE ORGANIZATIONAL STRUCTURE OF THE BOARD

The Board meets at regular intervals to take decisions in order to achieve the objectives for
which it was established. In pursuance of this, it has established four standing committees.
They include collection, distribution, staff disciplinary, and finance and general purpose
committees respectively. Each committee has three members of the Board and
Directors.

7.1 The Functions of the Collection Committee
(1) serving as secretaries. The collection committee shall among others:
(ii) ensure effective collection of zakat, alms, etc.
(i)  listen to complaints from collection officers and zakat payers,
(iv) ensure the adequacy of collection procedure
) recommend disciplinary measures against erring Board collection officers

7.2 The Functions of the Distribution Committee

The Distribution Committee shall perform the following functions:

1) ensure effective and efficient distribution of zakat as laid down in the Qur’an
ii) attend to complaints from recipients/beneficiaries about distribution officers.
iil) ensure the adequacy of, and compliance with the distribution guidelines.

7.3 The Functions of the Staff Disciplinary Committee

The staff disciplinary committee shall:

1) ensure that prompt action is taken against erring staff of the board.
i) handle disciplinary cases of all erring staff below the rank of Directors.
iii) recommend disciplinary action against erring officers from the rank of

Directors and above to the Board.
7.4 The Functions of Finance and General Purpose committee

The Finance and General Purpose Committee shall:

1) consider and approve financial expenditures of the Board other than zakat
and charity funds distribution and utilization up to a maximum limit to be
sent by the Board.

ii) make recommendations to the Board in respect of sums above its power.

The Board consist of three directorates. These are collection and endowment, distribution,
and finance and administration respectively. Each directorate is headed by a Director and is
assigned specific functions to enable the Board collect and distribute zakat effectively.

7.5 The Functions of Collection and Endowment Directorate

The Collection and Endowment Directorate shall:

1) collect due zakat from zakatable Muslims as stipulated in the relevant
provisions of the law establishing the Board.

ii) seek and collect endowment, donations and zakat from individual,
organizations and government within and outside the state.

1i1) keep record of zakat, endowment, alms, donations and other charities.
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7.6 The Functions of the Distribution Directorate

The Distribution Directorate shall:

1) distribute the collected proceeds of zakat in accordance with the Qur’anic
injunctions to the stipulated beneficiaries with guiding instructions of the
Board.

i) keep record of all beneficiaries of zakat distributed.

7.7 The Functions of the Finance and Administration Directorate

The Finance and Administration Directorate shall:

1) provide an efficient administrative structure for the smooth

functioning of the Board and ensure that the personnel employed by the Board work
for the attainment of the objectives for which the Board is established.

ii)ensure proper keeping of records of all financial transactions of the Board for
accountability and transparency.

In addition to this, the Board has set up zonal zakat committees at emirate level in all the eight
emirates of the state. Each committee consists of six members nominated by the Emir and
approved by the Board. District Zakat councils were also set up at district level in all the
districts in each emirate. Each council consists of six members nominated by the Emir and
approved by the Board. The member of the councils were given induction courses at their
emirates. The induction courses given to the members of these committees and councils
aimed at intimating them with their functions. Topics to be discussed at the induction
sessions include functions of the Board, functions of zonal zakat committees, functions of
district zakat councils, zakat collection procedures, method/criteria of distribution of zakat
and beneficiaries of zakat.

The committees and councils were charged individually and collectively to work in harmony
with each other in the collection and distribution of zakat. They were also implored to
enlighten the Muslims in their areas on the importance of zakat collection and warn them of
the dangers of refusing to comply with the divine injunctions in this respect. They are also to
collect zakat from the zakatable Muslims in their areas as volunteer staff of the Board. In
addition, they are implored to persuade the wealthy Muslims in their areas while collecting
the zakat by appealing to their personal honesty and encourage them to assess themselves
sincerely.

The Board Headquarters, Zonal Zakat Committee (ZZC), and District Zakat Councils (DZC)
operate official bank accounts respectively where collectable zakat are kept before
distribution takes place. No money is withdrawn from these accounts except as authorized by
the Board. They also issue official receipt for all zakat collected before lodging them in their
accounts. With these structures on ground and close monitoring, the Board is optimistic that
huge success will be recorded in the nearest future.

It is also important to note that the Board receives financial assistance form the State
Government in running its affairs. It has also collected some zakat of money, animals and
grains from the zakatable Muslims in the state.

8. COLLECTION OF ZAKAT

Though at the inception of the Board, the collection of zakat was centralized and the wealthy

Muslims were advised to pay their zakat at its Secretariat in Minna, however, with the
introduction of the Zonal Zakat Committees in all the emirates and district Zakat Councils,
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the zakatable Muslims were encouraged to give them their zakat as volunteer staff of the
Board.

The staff at the Board headquaters, zonal and district levels were collectively and severally
charged with the responsibility of collection of zakat, alms and donations. They were required
to carry out this assignment with diligence. They were also used in the enlightenment of the
Muslim ummah on the importance of zakat. The Board gave them identity cards, assessment
forms, posters, receipts and other materials to make their work effective.

In addition to the zakat accounts at the Board headquarters, the zonal zakat committees and
District zakat councils were given money to operate separate accounts in their respective
areas where the collected zakat is kept for safe keeping before same is distributed.

The Board has set up a machinery to ensure adequate compliance is achieved and continue to
monitor their activities for optimal performance. It also made use of the print and electronic
media to enlighten the Muslim Ummabh of its activities and solicited for its co-operation to
achieve success. It also used the traditional rulers at all levels in the same direction.

It is noteworthy to inform the Muslim ummah and the general public that since inception, the
Board Headquarters has collected a total sum of fifteen million four hundred and eighty
thousand, nine hundred and forty-four Naira (N15,480,944) only as zakat from fifty-one
zakatable Muslims in the state. While the eight zones have jointly collected a sum of Four
million, one hundred and sixty nine thousand, one hundred and seventy-nine Naira
(N4,169,179.00) only from some wealthy Muslims as zakat.

This shows that the board has collected a total sum of nineteen million, six hundred and
fifty thousand, one hundred and twenty-three Naira (N19,650,123.00) only as zakat.

9. DISTRIBUTION OF ZAKAT

The distribution of zakat takes place periodically at the Board Headquarters to the Districts
beneficiaries as approved by the Board. See Appendix B and C for the forms designed and
guide lines for the distribution.

As a matter of fact, the Board ensures the adequacy of, and compliance with its distribution
guidelines. It is also important to note that it distributes the collected proceeds of zakat in
accordance with the Qur’anic rules to the stipulated beneficiaries without fear or favour, ill-
will or affection. It also keeps records of the distribution at all levels in order to forestall
duplication of efforts and provide information for ease of reference.

The Board is also responsible to guide and counsel the zakat beneficiaries on the need to be
prudent in using the money given to them with the hope that they will be able to assist
themselves and others. Through its agents who monitor the activities of the beneficiaries, it
receives positive report about their empowerment thereby reducing the poverty rate in their
society. This explains the rationale behind fixing a minimum of twenty five thousand Naira
(N25,000.00) only to each beneficiary as provided by the Board’s guidelines on distribution
of zakat as shown on the table marked Appendix “B” overleaf.

The Board has distributed large portion of the collectable zakat to the districts’ beneficiaries
in all the one hundred and seventeen (117) districts in the state on the basic of equity and
level of performance. It is also important to note that each district is given four beneficiaries
on the basis of equity and additional ones based on their level of performance in collecting
zakat. Each beneficiary receive a sum of twenty five thousand Naira (N25,000.00) only.
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From the records before you on distribution of zakat as shown by Appendix “C” attached
overleaf during the period under review, five hundred and fifty (550) beneficiaries received a
total sum of Thirteen million, Seven hundred and fifty thousand Naira (N13,750,000.00)only
on the basis of equity, while sixty three beneficiaries received a sum of one million, five
hundred and seventy five thousand Naira (N1,575,000.00) only on the basis of level of
performance in the collection of zakat in their areas respectively.

The rationale behind the distribution of zakat on the level of performance in the collection of
zakat from the zones and districts is to encourage healthy competition among the zones.It is
also important to note that the distribution of zakat collected at all levels was adequately
supervised by the officials from the Headquarters of the Board to ensure compliance with its
guidelines. These activities were embarked upon by the Board to ensure effective collection
and distribution of zakat to ameliorate the suffering of the poor. At this juncture, we wish to
inform you that despite the good will of the government to the Board, there are some
obstacles militating against effective performance. The obstructions were caused by the
following:

i) Antagonistic preaching against the Board by the traditional zakat
beneficiaries.

i) Ignorance and negligence on the importance attached to zakat.

iii) Misinformation about the functions of the Board

iv) Inadequate vehicles to be used in plying all nooks and crannies for effective
collection and distribution of zakat.

V) Insufficient qualified and committed manpower to handle zakat offices at

zonal, district village and ward levels.

10. CONCLUSION

In conclusion, we have tried to trace the genesis of zakat to the Prophet (SAW) of the old
starting from Prophet Ibrahim Yaqub through Ismail, Isah to Prophet Muhammad (SAW).
We have also shown the resistance of some Arab tribes to zakat after the demise of the
Prophet Muhammad (SAW) and how the sanctity of the institution was restored by Caliph
Abubakar (R.A.), we have also discussed the concept of zakat as well as assets that are
subject to zakat. Similarly, we have had a quick look at zakat on business goods and the
distribution of zakat as defined in the Qur’an. Finally, a quick glance is cast at poverty and its
main features with a view to finding solutions to them through the institution of zakat.

In an attempts to find solutions to poverty through zakat, we have examined carefully and in
detail the initiative of the Niger State in Nigeria. Disturbed and disappointed with the
haphazard attitude to zakat, the state established a formal organization to champion the cause
of zakat in the state. We have examined the Board that was officially established for the
purpose, its structure, function, achievements and weakness so that other Muslim
communities can borrow a leaf from this and adapt it to suit its own environment. May Allah
guide us all right and grant us the spiritual courage to follow His guidance.
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APPENDIX (A)
GUIDELINES FOR THE DISTRIBUTION OF
ZAKAT COLLECTED BY THE ZAKAT AND ENDOWMENT BOARD

1. No. zakat collected by the Board at the Headquarters, Zonal and district levels shall be
distributed to beneficiaries unless with the explicit approval of the Board and written
authority of the Board’s Executive Secretary.

2. Zakat distribution at all levels shall be in accordance with the Board’s procedure duly
communicated to the distributions through the Board Secretariat.

3. Distribution to the various administrative or community units must be based on equity
and level of performance

4. Zakat must be distributed only to those categories of people mentioned in the Qur’an,
chapter 9 verse 60 namely. The poor, needy; zakat collectors, in Allah’s cause, inclined
hearts to Islam freeing captives, insolvent debtors and wayfares.

5. Ten percent of zakat monies received at the Board Headquarters shall be retained by the
Board for distribution periodically to beneficiaries who occasionally can at the
secretariat and to enhance its general collection efforts.

6. Each of the beneficiary group mentioned in (4) above shall have the share of the zakat
to be distributed in the following proportion the poor — 30%, needy — 30%, zakat
collectors — 10%, cause of Allah — 10% inclined hearts — 5%, freeing captives — 5%,
insolvent debtors — 5%, and wayfarers — 5% respectively.

7. The individual zakat beneficiary shall receive not less than twenty five thousand Naira
(N25,000.00) or not more than fifty thousand Naira (50,000.00) in cash or their
equivalent in collected zakat property.

8. Zakat beneficiaries need to be counseled on the need for the prudent use of the zakat
money received by them so as to make them non-beneficiaries of zakat subsequently.

9. Proper documented account must be rendered to the Board by both the zonal zakat
committees and district zakat councils on who received the distributed zakat and how
much not later than one month after distribution of same.

APPENDIX (B)
PROPOSED ZAKAT AND ENDOWMENT BOAD
DISTRIBUTION FORM

ZONE

1. BENEFICIARIES

a. NAME

b. WARD

¢. DISTRICT

d. LOCA GOV'T

2. CLASSIFICATION

S/No. DISTRIBUTION SIGN
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A. THE POOR

B. THE NEED

C. ZAKAT COLLECTOR
D. INCLINED TO ISLAM
E. FREE SALAVE

F. DEBTOR

G. SPREADING

H. ISLAM TRAVELLER

3. TYPE OF ZALKAT GIVEN

a. FARM PRODUCE

b. ANIMALS

C.

I CAMEL )
II CATTLE O
III SHEEP AND GOATS

MONEY

SIGNATURE

DATE

a

CHAIRMAN SIGN.

DATE

DIRECTOR ZAKAT DISTRIBUTION SIGN

DATE
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SELECTION FACTOR OF E-FARAID IN SEGAMAT: WHAT DOES MUSLIM SAY?

Nor’ Azurah Md. Kamdari'
Remali Yusoff’
Ahmad Abd. Majid’

ABSTRACT

This paper is focus on the purpose of web based expert system called as e-Faraid. The
implication from implementation of this system, it is very useful by applying Islamic principle in
income distribution. This study will discuss factor on affected Muslim in using e-Faraid in
Islamic inheritance law. This study deals with several factors on affected Muslim to using
electronic system such as perceived awareness, understanding and perception. This is important
to look how the e-Faraid can be fully accepted by Muslim people. This research has be done by
using primary data collection. The total of respondent is 180 and the sample respondent in
Segamat. Overall, in the finding revealed that respondent have generally moderate view of
selection factor on using e-Faraid). The sensitivity of respondent on level of awareness of
concept Faraid is still at a moderate level, mainly because less of awareness among people to
Faraid law and the existence of e-Faraid In addition the level of people understanding of the
concept faraid is still low. This may be due to lack of knowledge and exposure to understand the
Faraid concept. Finally, in recommendation of this research would to suggest to Department of
Islamic Development Malaysia (JAKIM) to give more emphasizes to advertising and promotional
campaign on e-Faraid.

Keyword(s): e-Faraid, selection factor.

1. INTRODUCTION

Income distribution from the Islamic perspective is Islam recognizes economic inequalities
among its people but does not let them grow wider. In Islam, wealth or income is important and
necessary but much more important is the way in which wealth or income is distributed. The
guiding principle is that there should be more production and fairer distribution of wealth or
income so that the increased wealth or income might lead to equitable division among the people.
Wealth or income should not be concentrated in the hands of only a few members of society.

The Muslim law of inheritance is an effective measure in checking accumulation of wealth in
fewer hands and in spreading it out among the larger section of the community. To achieve fairer
distribution of income, one of method that Islam applying is by Faraid. According to the Muslim
law of inheritance, if man or women dies, the property of the deceased after settling his debts will

" A lecturer in the Faculty of Business and Management, Universiti Teknologi MARA Johor. Corresponding email:
noraz013@johor.uitm.edu.my

% A professor in the Faculty of Business and Management, Universiti Teknologi MARA Johor.

3 An associate professor in the School of Mathematical Sciences, Universiti Sains Malaysia.
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be divided among his near relatives in proportion to Faraid. However, if the deceased is without
any relative, the state will take over the property so that other citizen will benefit.

2. BACKGROUND OF STUDY

The successful to develop e-Faraid which can solve in income distribution problem. e-Faraid
was implementation a few years ago by researcher from USM. Almost all The Department
Islamic Affairs and university was used e-Faraid. However, no study has been carried out to
investigate the selection factor of e-Faraid in Segamat. This paper essentially analyzed the factor
considered by Muslim in choosing e-Faraid. In this time, the researcher focuses on e-Faraid and
the sample on respondent in Segamat, which had very new on awareness used e-Faraid.

3. PROBLEM STATEMENT

Al- For Muslim people, the Quran and Al hadith provide absolute guidance on how to distribute
wealth among family members and relatives of a person who pass away. Distributing the property
correctly requires thorough studies or expert guidance, because the rules stated are in details and
distinctive to each person. Besides that, it is difficult for normal people who do not have the
comprehension on Islamic inheritance to implement the distribution of inherited assets that was
mentioned in the Quran. Thus, it needs someone who has the necessary knowledge and
knowledge with thorough understanding. Normally, when someone passes away, his or her
relatives will refer to someone who has as much as necessary knowledge to determine the
distribution, which is costly and time consuming.

Based on that e-Faraid was developed and it can solve in income distribution problem Therefore,
this study attempted to investigate the factor that contributes to the fast growing of selection
factor of e-Faraid in Segamat. There were increased people who had aware to using e-Faraid, but
we do not know what factor influencing them to choose e-Faraid. From this research, we want to
determined factor of awareness, perception and understanding influence towards choosing of
e-Faraid.

4. OBJECTIVES
These objectives are:-
I. To determine the relationship between Muslim acceptances of e-Faraid with awareness.
II.  To determine the relationship between Muslim acceptances of e-Faraid with perception.
HI. To determine the relationship between Muslim acceptances of e-Faraid with
understanding.

5. SIGNIFICANCE OF STUDY

Faraid was developed and it can solve in income distribution problem Therefore, this study
attempted to investigate the factor that contributes to the fast growing of selection factor of e-
Faraid in Segamat. Beside of e-Faraid is still new implementation, therefore, researcher hope
from this finding of this research it can identify of what the strength and weakness from e-Faraid.

6. HYPOTHESIS

A hypothesis can be defined as a tentative, yet testable, statement, which predicts what you
expect to find in your empirical data. Along this line, hypothesis can be defined as a logically
conjectured relationship between two or more variables expressed in the form of testable
statement (Sekaran & Bougie, 2003). A null hypothesis (Hp) is a hypothesis set up to be rejected
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in order to support an alternate hypothesis. Alternate hypothesis (H,) is the opposite of null
hypothesis (Sekaran & Bougie, 2010). In this research, it is important to test whether e-Faraid
have significant relationship with awareness, understanding and perception. Therefore, this study
attempts to test the following hypotheses:

I. Ho: There is no significant relationship between e-Faraid with awareness of Faraid
among the Muslim society.

H,: There is significant relationship between e-Faraid with the awareness of Faraid
among the Muslim society.

II. Hy: There is no significant relationship between e-Faraid with understanding of
Faraid among the Muslim society.
H,:  There is significant relationship between e-Faraid with understanding of Faraid
among the Muslim society.

III. Ho: There is no significant relationship between e-Faraid with perception of Faraid
among the Muslim society.

H,: There is no significant relationship between e-Faraid with perception of Faraid
among the Muslim society.

7. LITERATURE REVIEW

7.1 Overview of Faraid

Faraid is a part of Islamic laws of inheritance with the aim of increasing the awareness of the
Muslim community living in the west regarding this important aspect of Islamic law. The scope
of this article is confined to traditional Sunni Islamic law.

When a Muslim dies there are four duties which need to be performed. These are payment of
funeral expenses, payment of his/ her debts, execution his/ her will and distribution of remaining
estate amongst the heirs according to Sharia

It is assumed that the preliminary issues have been resolved and we shall confine ourselves
principally to discussing the fourth and last duty. The task is to firstly, determine which of the
relatives of the deceased are entitled to inherit and secondly, to determine the quantum share
entitlement of each of the heirs concerned.

7.2 Awareness of Faraid

Rosman and Abd Razak (2008) found out that awareness and understanding amongst Muslim
community worldwide pertaining to will is very low despite advancement in technology. This is
an economic lost to the Muslim community and the nation, as assets are frozen whilst disputes are
ironed out. Majority do not understand the implication of division of wealth in accordance to
Fara’id and many more are not aware that will is not against Islamic teaching and that will
writing is encouraged in Islam.

Omar (2008) carried out Most Muslims in Malaysia do not view estate planning seriously and
some of them are skeptical about making a wasiyyah, which is evidenced by having large number
of Malaysian Muslims not having wasiyyah. Information from available resources indicates that
in general, awareness of wasiyyah practice among Malaysian Muslims is not very encouraging.
Today, in a modern and complex world, leaving a written will is crucial, and, thus, it implies that
Islamic estate planning for Muslims demands a proper planning beyond the provision of faraid
and bequest
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Amanah Raya Berhad (2005) argues that “generally the level of Malaysian awareness with
respect to the importance of will is relatively very low and the evidence comes from the fact that
90 percent of Malaysians currently do not have a will. In supporting this, Jin (2005) also admits
that many Malaysians do not have a will. However, neither ARB nor Jin differentiates between
the likelihood of leaving wasiyyah/wills between Malaysian Muslims and non-Muslims. Hence,
the number of wasiyyah made by Muslims, which have been kept under ARB, might usefully
indicate the consciousness of Malaysian Muslim people towards the importance of leaving
wasiyyah.

Aslam (2012) identified the majority of the Muslims are completely oblivious to the importance
of making a written will (wasiyah). Those who are knowledgeable of its importance and try to
bring up this topic with grief stricken family members are ostracized. It’s even worse if a family
member dares touch upon this sensitive subject; they are considered greedy and insensitive for
talking about such a thing at a time like that. Muslims don’t know and don’t care about one of the
few things that are mandatory and extremely important after the death of a Muslim. The result
from his study are common misconception about the preparation of a will prevails among the
Muslims who are aware of the importance of wasiyah. They believe that since Qur’an gives clear
instructions about the distribution of the wealth of a deceased Muslim, why prepare a written
will. There reason for this as described by Muslim scholars is that since there is no truly Islamic
state in the world, which follows the Shariah, there is a strong possibility of non-compliance on
this extremely important matter. This is particularly important for Muslims living in non-Muslim
countries or for people who have accepted Islam later in life. Therefore, we should prepare a
written wasiyah to ensure that we follow the command of Allah (SWT).

7.3 Level of Understanding

Md Yazid Ahmad (2010) identified most of the Muslim community have less understands about
Islamic inheritance laws, not the least their career and have a good background academically
either from the public or private sector employees. There are also those Muslims who have a
stake and a calculation in accordance with their own interests that are not in line with Islamic.
The result from his study is he proposes that the authorities should expand the information to
knowledge to Muslims in Malaysia in relation to this matter through road shows, creating
advisory clinics that are not commercial, information through the mass media and the internet.

According to Hizmet in the epitome of Tazkirat-al Qurtubi (1998), declares, "Try to learn and
understand the knowledge of faraid! Teach this knowledge to the youth! The understanding of
faraid is half of (all) religious knowledge. It will be this knowledge that my Umma will forget
first."

Mohamad Azhar Hashim (2010) carried out that Muslims need to take immediate steps to ensure
that the wisdom of the understanding of al-Faraid continues to be significant in building the
prosperity of the descendants of an Islamic family institution. He also found all parties, regardless
of whether they belong to the public, scholars, professionals, legislators, administrators and others
should be unified and aligned in their thinking to ensure that the knowledge of al-Faraid can
survive and remain in the life of each and every Muslim individual.

Wan Abdul Halim Harun (2006), identified about Muslims understanding towards faraid is with
the law of faraid will removes us from seizing or owning land or property belonging to others,
especially his own brother. Nevertheless, law of faraid also can avoid misunderstandings and
disputes among heirs can bring to break bonds and the family become chaos. The result from his
study are respondents views on the importance faraid and the knowledge at a high level.
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7.4 Perception

Nik Noriani (2012) elaborated that under the faraid distribution system, women’s contribution
towards the family needs are disregarded when it comes to inheritance, as the emphasis is still on
men to provide maintenance for the family, resulting in men receiving a greater share of the
inheritance. It was stressed that there is a need for equal distribution with regards to the present
socio-economic circumstances and that the historical rationale behind the faraid system must be
re-examined.

Abdullah Siddik (1975). Identified that Muslim perceptions towards law of faraid is based on
to Adat law, hereditary property (tanah pesaka) are collectively owned by clan/lineage members
registered under the female members of the matriclan/matrilineage, and this property is to be
passed from mother to daughter. This type of ownership is not in line with Islam, so too is
property inheritance when according to Adat law, male children have no ownership right to such
property, whereas under Islamic law of inheritance (faraid), they are entitled to two-thirds of the
property belonging to both parents. Female children are only given one-third. Adat Perpatih laws
also give provision of property inheritance to adopted children, and again, this practice is not
recognized by Islam. In Islam, only natural children are the rightful heirs to their parents’

property.
7.5 e- Faraid

There is a website from University of Science Malaysia (USM) developed on Islamic inheritance
law. The system was built by Prof Madya Ahmad Abdul Majid plus it using in Malay language.
e-Faraid is a complete computerized solution to the faraid management system which is a
method of division of inheritance of the deceased's properties among his/her immediate family
and relatives according to the Islamic law developed by the department of Mathematics Universti
Sains Malaysia. This software is menu driven and has a user friendly interface system which is
specially developed for almost anyone having no previous or limited knowledge or an expert on
faraid who is interested to study or resolving a particular problem which is relates to faraid. e-
Faraid uses a database approach to solve either a single or multilevel (munakahat) faraid
problem. It consists of an information module which consists of a Malay translation of the
Quranic verses on faraid, a summary of the deceased's family tree and those who have the right to
stake their claims. A user needs only to key in the relevant information regarding the deceased
and his/her family (from key board or a mouse click). Almost immediately, the result will be
displayed in fractional form. The results can either be viewed on a computer screen or printed on
a paper or special form which is customized to special requirements off any authority or
organization. In addition, to the common output, e-Faraid will also display the true result in
accordance with a given input value of the deceased's actual properties in any preferred currency
or in term of it acreage (for land).

7.6 Theoretical Framework

Figure 1 below is a theoretical framework based on two types of variables which are Independent
Variables and Dependent Variable. The Independent Variables consist of level of awareness,
understanding and perception. The Dependent Variable consists influences of Muslim in e-
Faraid.
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Figure 1: Theoretical Framework
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8. DATA COLLECTION METHOD

The main focus of this study is to examine the level perceived awareness, understanding and
perceptions Muslims toward e-Faraid. A short questionnaire was formed containing specifies
questions relating the willingness to e-Faraid. Also, questions were picked up to distinguish
between respondents who believe they were well informed about advantages pertaining to using
e-Faraid. The data used in this research are primary data. Primary data is information that is
received directly from the subject of the research that they reserved. The primary data will be
collected from the respondents (Muslim).

The technique and instruments of the data collected are carried out through Questionnaire. These
questions were conditional in nature and were used to determine the selection of sample
population. All the answer will be used as the main data and analyzed by the researcher. Three
specific questions relating to independent variables (awareness, understanding and perception) as
well as the dependent variable (Muslims acceptance) in e-Faraid.

Specifically these questionnaires are using the Likert scale in order to measure the behavior of the
respondent towards an answer. To measure the behavior of the respondent toward an answer,
likert scale is used. Each question in this research is provided with five alternatives to answer.
This response was considered large enough and sufficient for statistical reliability and
generalization. Table 2 depicts the response respondents of background.

Table: 1.2 Respondent distributions

Frequency Percentage %
Gender
Male 95 52.8
Female 85 472
Occupation
Government 94 522
Private sector 48 26.7
Own 38 21.1
Age
Below 30 Years 56 31.1
31 —40 Years 52 289
41 — 50 Years 43 239
Above 50 Years 29 16.1
Marital status
Single 81 450
Married 97 539
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Divorce 2 1.1
Income
Below 2000 37 20.6
2000 - 3000 52 28.9
3001 - 5000 56 31.1
Above 5000 35 194
Qualification
SPM 70 389
Diploma 54 30.0
Degree 40 222
Master 9 5.0
PHD 7 3.9

Table 2 summarizes some basic statistics on gender, occupation, age, marital status, income and
qualification of the respondents. The respondents selected by randomly were predominantly male
which comprise 52.8 percent of the respondents. There is quiet a good mix of age grouping
ranging from below 30 years of age to over 50, although a bulk of the respondents belong to
below 30 years. Consequently, the opinions expressed in the survey could very well reflect the
attitude and selection of the younger respondents. In term of occupation, most of all are
government servant (52.2%), private sector (26.7) and own (21.1%). Almost all of the
respondents are married (53.9%), 45.0 percent of them are single and only 1.1 percent are already
divorced. The result reported in table 4.2.1.1 also indicate that majority (31.1%) of the
respondents were in the RM3001 — RM5000 monthly income group. Meanwhile it can be found
in the figure that the more than a half of the respondent earns more than RM3000 a month. This
result indicates that most of the respondents can be classified as above poverty line income and
middle income earners since majority of them have monthly incomes range of RM3001 —
RMS5000. Percentage of the respondents by academic qualification also can be found in figure
4.1. It can be found that most of the entire respondent obtained the secondary education. 38.9% of
them obtained the SPM, 30.0% obtained the Diploma, 22.2% obtained Bachelor Degree, 5.0%
obtained Master Degree. Only 3.9% have the highest education level (PHD).

9.1 Method Analysis

All the data will be analyzed by using Statistical Package for the Social Sciences (SPSS) version
18.0.Descriptive analysis was carried out in order to understand the level of perception towards
awareness, understanding and perception,Muslims acceptance. Mean value of all variables is use
to measure the average perception of the respondents. Using the reliability analysis, researcher
studies the relationship between factors that affect Muslims to using e-Faraid . Other than that,
the Factor Analysis will be tested. Factor analysis is a statistical method used to describe
variability among observed variables in terms of fewer unobserved variables called factors.
(Nor’ Azurah, Nurul Haida & Wan Asma, 2006). This statistical tool stated the method, which can
assist the researcher to reduce large number of items to some smaller number by showing which
variables belong mutually and which seem to show the same thing. The analysis is also important
in confirming the construct validity of the scales using the principal component analysis (Emory
& Cooper, 1991). Kaiser-Meyer-Olkin (KMO) in factor analysis will explained adequacy test
whether the partial correlations among variables are small. Bartlett’s test of sphericity tests
whether the correlation matrix is an identity matrix, which would indicate that the factor model is
inappropriate. Factor Analysis conducted to find the most variables or most factor that influenced
customers to choose e-Faraid. Next after that the analysis will used Kruskall Wallis Test. It is a
non-parametric method for one-way analysis of variance used to determine if three or
more samples originate from the same distribution. The Kruskal-Wallis test essentially
a standard one-way analysis of variance, with ranks assigned to the data points replacing the data
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points themselves. It conducted in the hypothesis test to assess any significant relationship
between independent and dependent variables by the different groups involved in this survey.
These non-parametric tests are appropriate when measurements of the variables under
investigation are in ordinal scale. Using this method, we can determine the relationship strength
between the independent and dependent variables. Significance values that lower than 0.05 (p <
0.05) means, that null hypothesis is rejected and alternative hypothesis accepted.

9. FINDING AND ANALYSIS

9.1 Reliability

The reliability of a measure is established by testing for both consistency and stability.
Cronbach’s alpha is a reliability coefficient that indicates how well the items in a set are
positively correlated to one another. Cronbach’s alpha is computed in terms of the average
intercorrelations among the items measuring the concept. One of the most commonly used
indicators of internal consistency is Cronbach’s Alpha coefficient. Ideally Cronbach Alpha
coefficient of a scale should be above .7. Cronbach Alpha values are, however, quite sensitive to
the number of items in the scale. With short scales it is common to find quiet low Cronbach
values. In this case, it may be more appropriate to report the mean inter- item correlation for the
items.

For internal consistency, respondents were asked to evaluate their perception towards five
points likert scale statements. The internal consistency was tested to test the realibity of the data.
The negative items were revised to get the reliable value of Cronbach’s Alpha. It is observed in
Table 3 that the internal consistency for Awareness is 0.713; Understanding is 0.748; Perception
is 0.777, and Muslims Acceptance is 0.802 that are accepted and reliable value (Cronbach’s,
1951). These results show that the data are reliable and can be used for futher analysis. The
purpose of reliability is to examine the level of non error in measurement, which mean to
examine the consistency of measurement. This study adopts Cronbach’s a value, higher internal
consistency. If a value bigger than 0.60, then its shows reliability of measurement. For reliability
test, if we get Cronbach’s Alpha more than 0.6 is significant. For this case, all the independent
variables are significant and factor that affecting Muslims to using e-faraid.

Table 3: Reliability Analysis

Variables Cronbach’s Alpha
Awareness 0.713
Understanding 0.748
Perception 0.777
Muslims Acceptance 0.802

9.2 Factor Analysis

The results in Table 4 reveal the presence of three factors with all 9 items of the using system e-
Faraid criteria. The eigenvalues for the three factors are above 1 ( 2.588, 1.832, 1.716,). These
three factors explain a total of 64.701 per cent of the variance. Specially, factor 1 has five
significant loadings while factor 2 has four significant loadings and factor 3 has three significant
loadings. One can see that the first factor (Perception) delineates a cluster of relationship amongst
the following attributes are Shariah Principles (P2), Government support (P3), Level of
encouragement (P5), Concept as solution of distribution (P6), High quality systems (P9). The
nature of the highly loaded variable on this factor suggests that it can be named (perception). This
perception factor contributes around 64 per cent of the reason for using e-Faraid. Since factor 1
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has the highest eigenvalues and variances, (eigenvalues = 2.588, variances = 64.701) it necessary
the most important factor that has influenced Muslims to using e-Faraid system.

The second factor (Awareness) delineates a cluster of relationship attributes are Customer
preferences (A4), Shariah compliance (AS), Rigid and clear cuts rules of inheritance (A7), and
Advertising and promotional campaign (A9). The nature of second higher loaded variable on this
factor suggests that it can be named Awareness factor contributes around 35 per cent of the
reason for e-Faraid. Since factor 2 has the second eigenvalues and variances, (eigenvalues =
1.832, variances = 35.299 ).

The third factor (Understanding) delineates a cluster of relationship attributes are Less
understanding and knowledge (U4), Benefit (U6) and Solution the Faraid management (U10).
The nature of third higher loaded variable on this factor suggests that it can be named
understanding factor contributes around 17 per cent of the reason for e-Faraid. Since factor 3 has
the third higher eigenvalues and variances, (eigenvalues = 1.716 , variances = 17.64).

Table 4: Selection factor e-Faraid among Muslim

Factor
Variable Perception Awareness Understanding Communality
P2 0.798 0.766
P3 0.769 0.726
P6 0.731 0.720
P5 0.671 0.722
P7 0.640 0.598 0.675
A3 0.589 0.672
A7 0.578 0.650
A4 0.567 0.635
A9 0.704
U3 0.546 0.581
U4 0.527 0.561
U6 0.519 0.533
Eigenvalue 2.588 1.832 1.716
% of Variances 64.701 35.299 17.64
KMO Value 0.756
Significant 000
Variables

P2 Shariah Principle

P3 Government support

P6 Solution of distribution among the heirs
PS5 Highest level of perception

P7 Substitute of conventional insurance
A3  Faraid concept

A7 Basic rules of Faraid

A4 Customer preferences

A9 Advertising and promotional campaign
U3 Lack of knowledge and understanding
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U4 Main challenge face by the Muslims
U6 Knowledge

In testing whether factor analysis was appropriate for the factor selection factor e-Faraid among
Muslim, KMO and Bartlett's Test of Sphericity were conducted. The KMO measures the
sampling adequacy which should be greater than 0.5 for a satisfactory factor analysis to proceed.
Looking at the Table 4, the KMO measure is 0.756 which is above the acceptable level 0.5. From
the same table, we can see that the Bartlett's test of sphericity is significant. That is, its associated
probability is less than 0.05. The Bartlett Test of sphericity at 0.000, it means it is below the alpha
value of 0.05, thus significant. Therefore, the validity of this study is considered to be acceptable.
Based on this favourable results, factor analysis was conducted using Principal Component
Analysis (PCA) and Varimax Rotation with Kaiser Normalization. The result of varimax rotated
factors given in Table 1.4 along with communality values of each variables, eigenvalues,
percentage of explained variance.

93 Hypothesis Tests

Hypotheses 1:

Ho: There is no significant relationship between e-Faraid with awareness of Faraid among
the Muslim society.
H.: There is significant relationship between e-Faraid with the awareness of

Faraid among the Muslim society.

Table 5 is show result of relationship between e-Faraid with awareness of Faraid among the
Muslim society The first hypothesis showed there is no significant relationship between Muslims
acceptance towards the Faraid depending awareness. Based on this information, Muslims are
aware that the Quran was introduced Shariah (Islamic Law) by providing rigid and clear-cut-rules
of inheritance and this faraid concepts was found them in which there is a negative awareness
about this Faraid. This hypothesis using the Kruskal Wallis test where the chi-square value is
18.911, while the gain is significant at 451. Kruskal Wallis Test method is used because it is
similar between the groups and allows us to assess the potential differences between two or more
groups. The results was received this hypothesis, Muslim acceptance towards the e-Faraid system
is no significantly depending on awareness. Hence, the null hypothesis is accepted, thus
alternative hypothesis is rejected.

Table 5: K-W Test Result of Relationship between
e-Faraid with awareness of Faraid among the Muslim society

Total Chi- Asymp
Degree of Influence | Value (%) N Squa:reX Sig. (p)
Strongly Agree 5 1429 20
Agree 4 7.14 10
Dlsagr'ee 2 3642 51 X2 = 451
Strongly Disagree 1 39.28 55 18.911
Neutral 3 2.85 4 '
Total 100 140
df 5

138



Hypotheses 2:

Ho: There is no significant relationship between e-Faraid with understanding of
Faraid among the Muslim society.
H,: There is significant relationship between e-Faraid with understanding of Faraid among

the Muslim society.

Table 6: K-W Test Result of Relationship between e-Faraid with understanding of
Faraid amongst the Muslim society

Total Chi- Asymp.
Degree of Influence | Value N Mean Rank | Square .
(%) X2 Sig. (p)
Strongly Agree 5 13.85 18 55.33
Agree 4 16.15 21 44 .67
Disagree 2 30.00 39 72.78 X2 =
Strongly Disagree 1 13.08 17 95.44 53 9_8 652
Neutral 3 26.92 35 60.57 )
Total 100 130
df 4

Table 6 shows result of relationship between e-Faraid with understanding among the Muslim
society. The second hypothesis showed no significant relationship that occurs between Muslim
acceptance towards the e-Faraid system based on their understanding. This hypothesis using the
Kruskal Wallis test where the chi-square value is 5.898, while the gain is significant at .652.
Therefore, this study rejects the alternative hypothesis that there is significant relationship
between e-Faraid with understanding of Faraid among the Muslim society. Based on this
information, although they are aware of the negative impact on the acceptance of Muslims to
using the e-Faraid, but the lack of guidance, understanding and knowledge of this system has
resulted in them not aware of the concept Faraid. So this are the main challenges face by
Muslims.

Hypotheses 3:

Ho: There is no significant relationship between e-Faraid with perception of Faraid among
the Muslim society.
H.,: There is significant relationship between e-Faraid with perception of Faraid among the
Muslim society.

Table 7: K-W Test Result Comparing the Mean Ranks of Relationship between e-Faraid
with perception of Faraid among the Muslim society.

Total Chi- Asym
Degree of Influence | Value N Mean Rank | Square Symp.
(%) X2 Sig. (p)
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Strongly Agree 5 10.71 15 86.59
Agree 4 54.28 76 85.89
Disagree 2 7.14 10 64.89 X2 =
Strongly Disagree 1 3.57 5 61.12 20 5:‘1 002
Neutral 3 24.28 34 54.12 '
Total 100 140
df 5

Table 7 is showed result comparing the mean ranks of relationship between e-Faraid with
perception of Faraid among the Muslim society. The third hypothesis showed a significant
relationship between Muslims acceptance towards the Faraid is significantly depending on
perception. Based on this information, Muslims have made positive opinion that the e-Faraid
system was developed in accordance with Shariah principles and the system is a replacement to
conventional insurance.This hypothesis using the Kruskal Wallis test where the chi-square value
is 20.541, while the gain is significant at .002. The results was received this hypothesis, Muslim
acceptance towards the e-Faraid system is significantly depending on perception. Hence, the
alternate hypothesis is accepted, thus null hypothesis is rejected.

10. CONCLUSION

Selection factor of e-Faraid amongst Muslim awareness, understanding is still low. Meanwhile,
perception of e-faraid is high due to this system gives more benefits and facilities for them to
make the calculation and distribution of the estate to their heirs. Furthermore the level of
awareness of the concept faraid still at a moderate level, mainly because of their less sensitive to
faraid law and also the existence of e-Faraid. In addition, the level of their understanding of the
concept faraid is still low. This may be due to lack of knowledge and exposure caused them to
understand the concept faraid. Therefore they do not understand to use this system because this
system faraid still newly introduced to the Muslims.

Based on Kruskal Wallis Test, factor that consist of variable of awareness and perception,
partially or individually is not influenced towards Muslims to using e-Faraid. It is show that with
probability of hypothesis from its variable is <.05, even though to variable of understanding
didn’t has influenced of significant towards Muslim acceptance which has the probability >.05.

Based from factor analysis, each of variables have significant influenced towards Muslims
acceptance to using e-Faraid. Refers to the finding of this study, it is revealed that Muslim
opinions towards understanding factors are in the moderate level, compared to higher awareness
and perception factors between the Muslims. This research would suggest to the Department of
Islamic Development Malaysia (JAKIM) to give more emphasizes to explain the understanding
factor to Muslims by doing advertising and promotional campaign in e-Faraid as a success factor.

11. RECOMMENDATIONS

The e-Faraid that has been developed as a result of our research work can be used online. Any
Muslim, worldwide can easily compute his or her portion of the wealth left behind by the decease
according to the rules of Faraid in Islam . The website can provide the user to allocate the wealth
to all the users and to those, who have rights or entitled to receive their portion from the wealth.
When any user answers the question on his relation to the system. The e-Faraid for Islamic
Inheritance Laws is considered useful for any Muslim in this world and success in design. Such a
system leads to call for wider use of expert systems in the field of Islamic Jurisprudence.
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For future of study, subsequent web based designer could add more relevant questions to the
knowledge base to make it more robust and extensiveness. The system can be adapted to other
branches of Islam such as Zakat, and recurring phenomenon to use an expert systems in field of
Islam , more work is needed in this direction It also have multiple experts as domain expert to get
more knowledge of experts regarding all the rules for faraid in four schools of thought
(Almathaheb).
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ABSTRACT

This study was carried out to investigate the impact of Islamic banks’ corporate social responsibility on
the societal development in Malaysia. It is highly recommended for all the Islamic financial institution
and other institutions that claimed to be Islamic to set up a standard of behaviuor as part of their
operations which will impact the society in a positive and in a productive manner at the same time as
abiding by values which exclude profit seeking at all cost. However, the study used five elements namely
zakat, charitable activities, gard hasan, micro & small size business and social savings and investment,
and social impact based investment quotas policies in its investigations. The target population of this
study was the stakeholders of Bank Islam Malaysia Berhad (BIMB), Bank Muamalat Malaysia Berhad
(BMMB), CIMB Islamic Islamic Berhad and Maybank Islamic Berhad in Alor Star, Kedah State of
Malaysia and 196 respondents were involved. In order to realize the objective of the study, the researcher
used multivariate techniques in examining the relationship between the dependent and independent
variables. It was found that there was a statistical significant relationship between the Islamic banks’
corporate social responsibility and societal development in Malaysia.

Keywords: Zakat, Charitable activities, Qurd hasan, Micro & Small size business and social savings and
investment, and Social Impact Based Investment Quotas Policies.

1. INTRODUCTION

Corporate Social Responsibility (CSR) has been identified by Islamic Scholars as an integral part of
Islamic Banks responsibilities due to its impacts on societal development and its emphasis on people’s
welfare. This was ascertained through the higher objectives of the Sharia’ah (Magasid al-Shari’ah)' which
are meant to protect the interests of the creations in this world and the hereafter. Apparently,
organizations’ throughout the world now realize that CSR is an important part of a company's operations,
because of its positive impact on society, staff members and the general public at large.” Stakeholders
such as the consumers, employees, investors, and local communities expect organizations to contribute to
the societies where they operate (Hassan 2010).

' The five higher objectives of the magasid shariah are: protection of religion, protection of life, protection of
intellect, protection of progeny, and protection of wealth.

? Institutes of Islamic Banking and Finance, Corporate Social Responsibility. Available: http://www.islamic-
banking.com/csr.aspx, accessed on 14 November 2012.
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Specifically, financial institutions can positively influence the environment by implementing CSR
that match with the expectation of the society (Taimoor et al, 2012). According to Dusuki & Dar (2005)
Corporate Social Responsibility outline the standard of behaviour that the businesses must subscribe to
impact society in a positive and productive manner which abides by values and exclude profit seeking at
any cost. Therefore, more specifically, the responsibility of Islamic Banks from Shari’ah perspective
transcends the paying of zakat to the poor and the needy but extend to the societal welfare, wellbeing and
any other activities that will bring about positive development to the society.

The extant literature on CSR is awash with varying views albeit with convergent conclusion on
what Islamic CSR should be especially for Islamic financial institutions. The study of Farook (2007)
provides the basis for Islamic corporate social responsibility for Islamic financial institutions and the
justification for developing a flexible Islamic corporate social responsibility standard that encompasses
both mandatory and recommended forms. The study of Dusuki (2011) on the other hand has offered
instructive discussions on what constitutes the ethical and social responsibility dimension of Islamic
finance. Also, Muhammed and Zakaria (2011) examined the criteria and Islamic instrument of corporate
social responsibility towards the creation of a sustainable economic development. Other studies such as
Zulkifli (2012) have declared corporate governance on corporate social responsibility in Islamic financial
institutions as part of their ethical responsibilities. In addition, many Islamic writers have claimed that
Islamic corporate social responsibility, if well practice will lead to societal development.

A matter arising from the foregoing and which deserves research attention is the fact that CSR
from Islamic perspective is not only a corporate voluntary obligation but also a manifestation of corporate
spiritual commitment. When organizations obtained economic benefit from the society, expectations are
that they also give back to the society. While this is the norm in most corporate firms, the dimension from
an Islamic perspective offers more benefit beyond just giving back to the society. This is because the
motivation for such action will take into cognizance both the mechanics and spirit of operational
efficiency in its entire ramification including economic, social, and spiritual development. It is from this
concern and in particular context of Malaysia that this study evolved. In this regard, the objective of this
paper is to empirically investigate the impact of Islamic banks’ policy on zakat, gard Hassan, charitable
activities, and social investment activities on societal development.

2. LITERATURE REVIEW

Financial institutions, regardless of whether they are Islamic or conventional must be active and profound
in discharging their responsibilities to the society of their operations. According to Soludo (2004),
banking industry occupies a unique position in every economy and that is why it often attracts more than
a casual regulatory attention. He also mentioned in his paper that industry in the 21st century must have a
moral face and live up to some modicum of social responsibility. Another study by Sabarudin &
Norhanim (2010) contended that the awareness and placing CSR as part of the corporate agenda is a
significantly sign shows that bank is not just aggressively poise for bigger profit but also focus their
investment strategies on benefits of socially and environmentally responsible investing’.

For example; Bank Islam Malaysia Berhad (BIMB) has been building and rehabilitating homes to old and
handicapped as part of its social responsibility programs. Bank Muamalat Malayasia Berhad as another
example also involved in different social activities. The press releases by the Media Relation & Event
Management (MREM) on January 20, 2013 revealed that Bank Muamalat invited under-privileged

® This is also known as the “triple bottom line’
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children for football talent clinic with Tottenham Hotspur’s legend so as for some of them to choose
football as their future career and for social reasons.

Also, CIMB Islamic Bank as another example has been partaken in philanthropic and social responsibility
for different reasons as can be seen from its Islamic Finance & CSR report presented by the CEO of this
bank in World Islamic Finance Conference in London, UK on the 27, March 2012:

Philanthropy and social responsibility is a part of CIMB Islamic culture and recently through the
CIMB Foundation successfully raised USD 1 million for Padang’s earthquake disaster relief.4

Similarly, Maybank Islamic Berhad is not lacking behind in the area of CSR. Maybank has been
participating in CSR programmes for the betterment of the community and for environmental sanitation
as can be seen from its website.

Sequel to the forgoing CSR activities by Malaysian Islamic banks, it appears that in today’s business,
ignoring the importance of CSR in business endeavors will give a bad impression to the business not only
by the public but also by the shareholders and investors. This new global tactic may affect a bank's
relationship with its clients and shareholders. There are market benefits and competitive advantages for
those companies whose business policies integrate CSR (Ogrizek, 2004). It need to be reiterated here that
being socially responsible is not limited to the Islamic banks in Malaysia alone but encompasses all
Islamic banks in the world. Therefore, it is very essential for Islamic banks to be socially responsible to
the society under their operation in a positive ways. This involvement will not only bring about the
development to their operations but also to the society at large.

21 ISLAMIC BANKS CORPORATE SOCIAL RESPONSIBILITY AND SOCIETAL
DEVELOPMENT

According to Farook (2007), Islamic banks corporate social responsibility was categorized into two major
which are mandatory forms and recommended forms. The mandatory forms are; screening of investment,
earning prohibited by Shari’ah, responsible dealing with clients, employee and zakat. Recommended
forms on the other hand are; gard hasan, charitable activities, employee welfare, micro & small size
business and social savings and investment. Other recommended forms are par excellence customer
service, environmental impact based investment quotas, social impact based investment quotas, industry
wise investment quotas, screening clients and contractors reduction of impact on the environment and
wagf management.

However, this study focuses on one of the mandatory forms (i.e. zakat) and four of the recommended
forms (i.e. gard hasan, charitable activities, social impact based investment quotas and micro & small
size business and social savings and investment) in order to determine the impact of Islamic banks CSR
on societal development in Malaysia. Thus, this section will stress on these five only.

211 ZAKAT

The principle of Zakat and the importance attached to it in Islamic law and teaching is such that it will be
a welfare tax system for ensuring that the basic need of the less fortunate Muslims are met by the society
(Mohamed 2009). Zakat is a fixed religious obligation calculated by reference to net assets (including
cash) that have appreciated or have the capacity to appreciate in value over a specific period of time. This
excludes assets that have been acquired for consumption or use in the production of revenues. Zakat is a
religious obligation on wealth for every Muslim, including a child or an insane person, provided that the

4 Badlisyah Abdul Ghani (2012), Islamic Finance & CSR, World Islamic Finance Conference in London, UK.
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net assets are liable for zakat (AAOIFI, 2008). Zakat serve as means or mechanism to transfer the wealth
from the haves to have-nots in the society because Islam does not allow the concentration of wealth in the
hand of few people while other people suffer. Moreover, the needy and the poor people can improve their
living standard by receiving zakat money. Hence, with a better condition of life, they will have a higher
chance to get a better education and knowledge as well as contributing to the way of Allah.

However, the importance of zakat cannot be ignored by the institutions, most especially IFIs because of
the gravity of its capacity to improve the standard of living of the poor and needy. As a result of this,
Allah has approved zakat and made it obligatory on those who are qualified to pay it including the
institutions of this nature. Allah says:
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“The believing men and believing women are allies of one another. They enjoin what is right and forbid
what is wrong and establish prayer and give zakah and obey Allah and His Messenger. Those - Allah will
have mercy upon them. Indeed, Allah is Exalted in Might and Wise” (al-Tawbah 71).

It was also narrated by Ibn Abbas (RTA):
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The Prophet (SAW) sent Mu’adh to Yemen and said, "Invite the people to testify that none has the right to
be worshipped but Allah and I am Allah's Messenger (SAW), and if they obey you to do so, then teach
them that Allah has enjoined on them five prayers in every day and night (in twenty-four hours), and if
they obey you to do so, then teach them that Allah has made it obligatory for them to pay the Zakat from
their propﬁerty and it is to be taken from the wealthy among them and given to the poor”( Sahih al-
Bukhari).

As it is wildly known, Islamic banks in Malaysia including other part of the world have been paying zakat
to improve the welfare of their various societies. This was ascertained after reading through some of their
financial report.

According to Hizamuddin, the managing director of bank Islam Malaysia berhad stated in banks Islam
CSR 2012 report,

In 2009 a total of RM 8.9 million in zakat was contributed to a variety of causes, projects and
events. And in 2010 a total of RM11.8 million was given out where the beneficiaries included
State zakat authorities, mosque, Islamic institution and religious schools, nongovernmental
organization, the less fortunate and needy homes through various charitable activities’

3 Translation of Sahih international

® Sahih al-Bukhari 1396, Vol. 2, Book 24, Hadith 479, Available: http://sunnah.com/bukhari/24, Accessed on 19
January, 2013.

" BIMB, (2012). “Corporate social responsibility report.” available: www .bankislam.com.my/, accessed
on 25 December 2012
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The above statement has shown the contribution of bank Islam Malaysia Berhad to the society for 2009
and 2010 respectively.

Kahf (2007) argued that many Islamic banks also establish social funds, especially designed for relieving
the economic hardship of the poor and needy. These funds are usually financed by the yearly zakat dues
on shareholders’ equity as well as many investment depositors who give their consent to the bank’s
management for the deduction and distribution of zakat annually.

Another study by Ahmed (2008) also asserts that the areas in which zakat can contribute in the macro-
context would be improving the human capital through specific programs for the poor and vulnerable.
Zakat also has a more significant role to play with regard to poverty alleviation strategies in the micro
level such as providing education and skill development, health facilities, social services that improve the
welfare of the poor, provision of physical capital (like a taxi, sewing machine, etc.), and making available
financial capital to start a business so that the poor can be productively employed to earn a living.

2.1.2 CHARITABLE ACTIVITIES

Charity in Islam means spending out of what Allah has given to individuals. It involves using the energy,
talent, resources, money, possessions etc. to help and provide for those in need in order to improve their
living standard and for equal participation in the society. As mentioned, Islam does not approve the
concentration of wealth in the hand of few people while others are not able to fulfill their daily needs.
Because of this, charitable activities policy of Islamic banks can serve as a means to provide for these
needy in the society. In addition, charity has occupied an important position in Islam because Allah the
Most High Has mentioned it in the qur’an as part of the responsibility of a good Muslim and this
responsibility has been extended to the responsibility of IFIs. Allah says:
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“So be pious to Allah as best as you can, (Literally: as much as you are able to) and give ear, and obey,
and expend; (that is) most charitable (i.e., best) for yourselves. And whoever is protected against the
avarice of his self, then those are they who are the prosperers” (al-Taghabun: 16).

It was also narrated by Abu Darda:
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From his father from his grandfather that the Prophet (SAW) said, “Every Muslim has to give in charity."
The people asked, "O Allah's Prophet! If someone has nothing to give, what will he do?" He said, "He
should work with his hands and benefit himself and also give in charity (from what he earns)." The people
further asked, "If he cannot find even that?" He replied, "He should help the needy who appeal for help.”
Then the people asked, "If he cannot do that?" He replied, "Then he should perform good deeds and keep
away from evil deeds and this will be regarded as charitable deeds” (Sahih al-Bukhari).’

8 The translation of Dr. Ghali
° Sahih al-Bukhari 1445 Vol. 2, Book 24, Hadith 524, Available: http://sunnah.com/bukhari/24, Accessed on 19
January, 2013.
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However, as a representative institution that serves collective Islamic religious obligation, Islamic

financial institutions have implemented CSR policy as part of their charitable activities in order to provide

for the needy and to improve the society at large. According to AAOIFI standard (2008) on CSR of

Islamic financial institutions, the provisions of charitable activities policy of IFIs may include matters

pertaining to:

e Establishing a charity fund

* Establishing avenues for voluntary donations by donors (e.g. from depositors, shareholders, clients,
contractors and employees) for the charity

e Establishing fund raising drives (emergency or otherwise) from employees) for the charity

* Establishing target groups, communities and institutions that require assistance, including those
described in policy for social impact based investment quota and policy for environmental impact
based investment quotas, means by which charity may be distributed to prospective donees,

* Contracting an agent or establishing a trust foundation to distribute funds to allocated charities.

More so, Kahf (2007) also claimed that the charitable activities of Islamic banks are also financed by
interest that may accrue to the bank from its deposits in conventional banks and from certain transactions
that the Shari’ah boards may find doubtful/suspicious from a Shari’ah point of view. This is on the
ground that such earned interest cannot be taken by the bank and must be distributed as charity. His
motion was supported by the standard of AAOFI discussed above that charitable funds of Islamic banks
are usually also open to receiving donations from the public.

Another study of Farook (2007) also contended that IFIs are in a special position to source charitable
funds, both from within and without the IFI, for deserving causes. With minimal financial outlay, IFIs are
able to create charity accounts and fund raising drives for charity from customers and clients to
complement their banking operations. This will allow IFIs to utilize their existing capacity for the benefit
of society’s most deserving individuals. In addition, Samina (2012) argued that Islamic banks should give
charity to the fullest extent of their capacity.

From the Western perspectives, CSR also addresses at least the following areas: the environmental
dimension, the human resource dimension, the philanthropic dimension, and the human rights dimension.
The philanthropic dimension on the other hand include helping solve social problems, supporting
charities and community projects, participating in management of public affairs and playing a role in
society that goes beyond profit maximization (Dusuki 2011).

2.1.3 QARD HASAN

Another distinctive characteristic of Islamic banking’s social responsibility can be traced to its
commendable commitment in providing gard hasan or benevolence loans to the needy (Dusiki 2011).
AAOFI (2008) defined gard hasan as a non-interest bearing loan intended to allow the borrower to use
the loaned funds for a period of time with the understanding that the same amount of the loaned funds
would be repaid at the end of the period. Even though this is not well practiced by Islamic financial
institutions due to high default rate from the beneficiaries, it’s still considered as one of the commendable
characteristic of IFIs which distinguish it from the conventional financial institutions.

Qard hasan financing is performed in order to improve the economic life of the financing
participants. It is important to mention that the participants of gard hasan financing are the participants
who have not the feasibility to obtain the other types of financing (such as mudharabah, musyarakah,
murabahah financing) so they need to be helped by using gard hasan financing (Irawan & Arimbi 2012).
In many places in the Holy Qur’an, Allah Has encouraged the Muslims to give gard hasan by assuring
reward in this world and in the hereafter. Allah the Most High says:
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“Who is he that will loan to Allah a beautiful loan, which Allah will double unto his credit and multiply

many times? It is Allah that giveth (you) want or plenty and to Him shall be your return” (Al-Baqar).
245).1

It was also narrated by Abu Hurairah:
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Abu Hurairah narrated that the Messenger of Allah said: “Whoever relieves a Muslim of a burden from
the burdens of the world, Allah will relieve him of a burden from the burdens on the Day of Judgement.
And whoever helps ease a difficulty in the world, Allah will grant him ease from a difficulty in the world
and in the Hereafter. And whoever covers (the faults of) a Muslim, Allah will cover (his faults) for him in
the world and the Hereafter. And Allah is engaged in helping the worshipper as long as the worshipper is
engaged in helping his brother.”"!

However, as a financial intermediary, IFIs are in a special position in society to encourage gard hasan
activities both within it and with its clients and customers. This is because IFIs are able to direct funds
from depositors and customers and also allocate them to the neediest purposes (Farook, 2007). According
to AAOIFI standard (2008) on CSR of Islamic financial institutions, IFIs may implement a CSR policy
for gard hasan for social reasons. Therefore, as a representative institution that serves collective Islamic
religious obligation, Islamic financial institutions need to improve on CSR policy relating to gard hasan
and consider it as part of their charitable activities in order to provide for the needy and to improve the
society at large.

2.14 SOCIAL IMPACT BASED INVESTMENT QUOTAS

Global Impact Investing Network (GIIN) defines social impact investments as investments made into
companies, organizations, and funds with the intention to generate measurable social and environmental
impact alongside a financial return. GIIN emphasizes that such investments could be made across sectors
and industries both in the developed and developing world with varied returns on investments.'> An
impact investor seeks to create social good or improve the health of the environment in addition to
achieving financial returns.” En Lee, the director of Impact Investment Exchange Asia (IIX), impact
investment is still nascent in Asia but the industry is expected to grow significantly, reportedly to a US$1
trillion asset class by 2020."*

% Translated by Sahih International
"' Jami® at-Tirmidhi, Chapters on Righteousness and Maintaining Good Relations with Relatives.

'2 GIIN: http://www thegiin.org/cgi-bin/iowa/resources/about/index.html, accessed on 12 January, 2013.

B IEA, Impact Investing Integration, Vol. 9 Issue 27, available: http://www.asiaiix.com/impact-investing-
integration/, accessed on 12 January, 2013.

" JIEA, Impact Investing Integration, Vol. 9 Issue 27, available: http://www.asiaiix.com/impact-investing-
integration/, accessed on 12 January, 2013.
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AAOIFI standard (2008) on CSR of Islamic financial institutions stipulated that, Islamic banks should
invest in industries that produce social, cultural or religious development. These policies may include
quotas/targets for social-impact investments, based on the role that the investments play in:

* Assisting poor and needy individuals and families, by financing business opportunity and/or
education

*  Assisting orphans

* Assisting heavily indebted individuals or families with unfortunate circumstances

* Assisting in the provisioning of health and medical services to impoverished communities or areas

* Assisting in the development of research and education facilities, particularly those that utilize and
empower disadvantaged individuals or communities

* Assisting the development of small and medium sized entrepreneur and family businesses

* Encouraging the development of Islamic and native societal culture, discouraging contemporary
social ills and vices.

More so, IFIs can set aside a portion of their investment quota as a target for increasing investments in
social impact based projects. Again, individual research undertaken by the banks could lead to an
appreciation of the particular projects that have the greatest social impact (Farook, 2007).

2.1.5 MICRO AND SMALL SIZED BUSINESS, SOCIAL SAVINGS AND

INVESTMENTS
Many believe that financing for micro-enterprises and SMEs is a natural niche for Islamic banking as it
deals directly with the real economy, creates employment, involves the productive use of resources,
especially capital and finance, and contributes to the alleviation of poverty (ITC 2009).

Access to financing is one of the major problems for SMEs especially for expansion and business
development. In this regard, in order to facilitate the easy access to the fund and financing Government,
Islamic commercial institutions provide loans for working capital, purchase of fixed assets and project
financing (Ahcene, 2010).

Islamic banking is community oriented and entrepreneur-friendly, emphasizing productivity and the
physical expansion of economic production and services. Hence, it shifts from the predominant practice
of focusing on financial collateral or the financial worth of borrower to the entrepreneur’s trustworthiness
and the project’s viability and usefulness. This feature has important implications for the distribution of
credit as well as the stability of the system (Dusuki 2011). This policy has occupied an important position
in Islam because Allah the Most High Has mentioned it in the qur’an:
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“(Alms are) for the poor who are straitened for the cause of Allah, who cannot travel in the land (for
trade). An ignorant [person] would think them self-sufficient because of their restraint, but you will know
them by their [characteristic] sign. They do not beg of men with importunity. And whatsoever good thing
ye spend, lo! Allah knoweth it” (Al-Baqara: 273)."

'3 Translated by Sahih International & Dr. Ghali.
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However, Islamic financial Institutions are expected to provide assistance for poor and week units in the
economy (Samina, 2012). This can be achieved most significantly through the financial empowerment of
family units in the lowest echelons of society. Micro and medium sized business can usually be run by
such families if given the appropriate seed capital to initiate business. IFIs can also make profitable
divisions serving this class of clients, particularly because existing examples of conventional micro-credit
banks are very successful (Farook, 2007). AAOIFI standard (2008) on CSR of Islamic financial
institutions stipulated that, IFIs may implement a CSR policy to assist micro and small business and
social savings and investments. The provisions of this policy may include matters pertaining to:

* Encouragement of micro and small business savings through special features and terms for these
types of investment depositors.

* Encouragement of social savings for marriages, children’s education, community based programs and
other social welfare programs through special features anf ters for these types of investment
depositors.

* Encouragement of both micro and small business savings and types of investment depositors (e.g.
saving deposit with higher rates of return and investment loans discounts etc.).

* Encouragement of both family savings and investment through combination features and terms for
these types of investment depostors (e.g. savings deposit with higher rates of return and investment
loan discounts etc.).

Therefore, Islamic banking and finance itself is perceived by a number of Muslims as a social enterprise
whereby Islamic banks are expected to play a socially responsible role in the development process.
Islamic banking is believed to have the great potential to be involved in microfinance programmes to
cater for the needs of the poor who usually fall outside the formal banking sector (Dusuki, 2008).

3. METHODOLOGY

The researchers used both primary and secondary data in order to achieve a credible study. Secondary
data was used to obtain relevant information from the published annual reports of the Islamic banks
understudy. Other secondary data includes academic books, journals, website information, articles and
previous theses in CSR arena. Primary data on the other hand was used to elicit the respondents' opinions
toward the impact of CSR of Islamic banks in Malaysia on societal development. Data obtained were
subjected to both descriptive and inferential statistics using SPSS version 18.0.

4. ANALYSIS AND FINDINGS

4.1 PROFILE OF THE RESPONDENTS

The respondents of this study were Islamic banks’ managers, customers, employees and local community
(that is, citizen). However, the total number of male as identified from the results were 92 and total
number of female were 102 with 48% and 52% respectively. The proportion of the respondents who were
Malay is 180 with 91.8%, Chinese is 6 with 3.1%, and Indian 3 with 1.5% and the proportion of others
were 7 with 3.6%.

In addition to the above, the qualification of the respondents are as follows; primary school certification
was 19 with 9.7%, higher school was 43 with 21.9%, diploma was 54 with 27.6%, Bachelor Degree was
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62 with 31.6%, master degree was 18 with 9.2% and none of the respondents identified themselves as
Ph.D. holder. More so, out of the respondents surveyed, 81 of them belong to Bank Islam Malaysia
Berhad with 41.3%, 41 belong to CIMB Islamic Berhad with 20.9%, 23 belong to Bank Muamalat
Malaysia Berhad with 11.7% and 51 belong to Maybank Islamic Berhad with 26%.

Furthermore, only two (2) out of four (4) managers filled and returned their questionnaires and the
percentage of this two was 1.0% out of the whole respondents, customers were 137 with 69%, employees
was 50 with 25.5% and member of local community was 7 with 3.7%. Even though the number of the
participants who identified themselves as member of local community was the lowest among the targeted
group, but the majority of the respondents were Malay and most of them preferred to identify themselves
as the customer rather than member of local community. All demographic distribution are shown in table
4.2 below.

TABLE 4.1  PROFILES OF THE RESPONDENTS

Variable Frequency Percentage
Gender:
Male 94 48
Female 102 52
Age:
20 or below 7 3.6
21-30 81 413
31-40 75 38.3
41-50 28 14.3
51 or Above 5 2.6
Race:
Malay 180 91.8
Chinese 6 3.1
Indian 3 1.5
Others 7 3.6
Religion:
Islam 193 98.5
Buddhism 2 1.0
Others 1 0.5
Highest qualification:
Primary school certificate 19 9.7
Higher school 43 219
Diploma 54 27.6
Bachelor degree 62 31.6
Master degree 18 9.2
Indicate the bank you belong to:
Bank Islam Malaysia Berhad 81 413
CIMB Islamic Berhad 41 209
Bank Muamalat Malaysia Berhad 23 11.7
Maybank Islamic Berhad 51 26.0
Do you have an account with
another bank?
Yes 145 74.0
No 51 26.0
Indicate your banking
relationship:
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Manager
Customer
Employee

Member of local community

137
50

1.0
69.9
255

3.6

4.2

MULTIPLE REGRESSION ANALYSIS

The multiple regression analysis was also used to investigate the impact of Islamic banks’ zakat,
charitable activities, gard hasan, social impact based investment quotas and micro & small sized
business, social savings and investments policies on the Malaysian societal development. The following

TABLE 4.2: COEFFICIENTS

Standardi
zed
Unstandardized |Coefficie 95% Confidence Collinearity
Coefficients nts Interval for B Correlations Statistics
Std. Lower | Upper | Zero- Tolera
Model B Error Beta T Sig. | Bound | Bound | order [Partial| Part | nce | VIF
! f)"““a 1057 | 633 1.669| 097 | -.192 | 2307
7P 315 076 152 14.119] .000 .164 466 628 | 290 | .123 | .656 |1.524
QHP1 1.000 118 301 8.492 | .000 767 1.232 679 | 530 | 254 | 712 | 1.405
CAP 320 .057 237 15.630| .000 208 432 745 | 382 | .168 | .504 |1.983
IEIBIQ 130 | 023 | 251 |5743| 000 | 085 | 175 | 760 | 389 | 172 | 467 |2.142
}\gIBSS 329 .058 234 15.716| .000 216 443 714 | 387 | 171 | .533 | 1.876
a. Dependent Variable:
SD

table contained the important results of this analysis.

4.3

RESULTS SUMMARY

The aim of this section is to provide the summary of major findings in this paper. Such findings are
discussed based on the statistical results shown below and in the context of the literature review.
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TABLE 4.3 SUMMARY OF THE HYPOTHESIS TESTING

Hypothesis Statement Adj R* Sig. Level Description

Islamic banks’ zakat policy 391% 0.000 Accepted
Societal Development=a + BZP + ¢

Islamic banks Qard hasan policy A58% 0.000 Accepted
Societal Development= a + QAP + ¢

Islamic Banks’ Charitable Activities Policy .553% 0.000 Accepted
Societal Development= « + SCAP 4+ ¢

Islamic banks’ Social Impact Based S576% 0.000 Accepted

Investment Quotas Policy
Societal Development=a + BSIBIQP + ¢

Islamic Banks’ Micro & Small Sized .508% 0.000 Accepted
Business, Social Savings and Investments
Policy

Societal Development= a + BMBSSIP + ¢

By achieving the objective of the study, the above findings support the study of Dusuki and Dar (2005)
which proved that corporate social responsibility is not an alien to Islamic banking. It also proved that
Islamic banks in Malaysia are versatile in discharging their responsibility to their stakeholders as
recommended by Farook (2007).

5. CONCLUSION

This research was conducted in order to study the impact of the Islamic banks’ corporate social
responsibility on the societal development in Malaysia. In order to achieve this aim, researchers structured
this paper into five main sections in which section one contained the introductory aspect of the study,
section two was basically on reviewing the literature of the past study within the scope of the study,
section three was on the methodology used to achieve the aims of this study, while findings of the various
analysis was presented under section four and section five contained the conclusion and recommendation
for this study.

However, multivariate techniques of the statistics were employed to test whether there is a significant
relationship between the Islamic banks’ corporate social responsibility and societal development. The
variables used to investigate this objectives were Islamic banks’ zakat policy, gard hasan policy,
charitable activities policy, social impact based investment quotas policy and micro and small sized
business, social savings and investments policy. All these variables were linked with the societal
development and it was found that there was a significant relationship between the dependent and
independent variables. Therefore, the objective of this study was achieved because there was a significant
relationship between the Islamic banks corporate social responsibility and societal development.

51 RECOMMENDATION

As mentioned, the result of this study was all significant. As a result, the researchers argued that the
importance of Islamic banks’ CSR cannot be overemphasized. But this does not mean that Islamic banks
have extremely contributed to the society of Malaysia and they are therefore recommended to improve
more extensively in supporting the needy, businesses and the entire society as a whole.
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More so, the Islamic banks from other part of the world are as well recommended to emulate the Islamic
banks in Malaysia in supporting the needy and the societies of their respective countries so as to achieve
the aim and objective of Shari’ah.
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EFFICIENCY OF BAITUL MAAL WA TAMWIL (BMT):
AN EFFORT TOWARDS ISLAMIC WEALTH MANAGEMENT IN
MICROFINANCE INSTITUTION

Atiqi Chollisni Nasution'

ABSTRACT

The primary objective of most microfinance program is alleviating the poverty by assisting
the poor to be economically independent. Measuring efficiency of microfinance program is
important for enabling the microfinance institutions (MFIs) to strengthen management,
generate the profits and maintain an efficient operation to ensure its sustainability. In the last
twenty years, the growth of BMTs increases significantly and has contributed positively to the
development of socio economic of the country. Recently, there are around 4,000 BMTs
operate and have enhanced thousand poor people life. BMTs responsible in collecting,
managing and distributing the funds either for charity or providing financial services for the
poor. The main aim of the paper is to examine the efficiency of Baitul Maal wa Tamwil
(BMT) as Islamic microfinance institution in Indonesia and explain BMT’s effort towards
Islamic wealth management by applicating Islamic principles on its programs. Data
Envelopment Analysis (DEA) is used to examine the relative efficiency of the selected
BMTs. DEA is a non-parametric method which utilizes the linear programming method to
measure technical (technological) efficiency and requires inputs and outputs data. Twelve
BMTs are chosen as the sample of the study as it represents the biggest BMT’s operated in
the poorest provinces. The study indicated that financing and human resources were some
sources of inefficiency in BMT. It also indicated that the efficient BMTs applicated the
Islamic wealth management where focus on wealth of members and customers based on
Islamic principles are the priority. Inefficient BMTs are expected to optimize its operations by
emulating the input minimization and output maximization practices adopted by efficient
BMTs.

Keywords: microfinance, efficiency, DEA, Islamic wealth management, BMT

1. INTRODUCTION

The Islamic approach to eradication of poverty and achievement of an equitable distribution
of income and wealth is part of an overall scheme for the establishment of a socio economic
order (Ahmad,1991). Islam has stated that the balance of human life is main priority. It should
be stand to the accomplishment of basic human needs and justice in human life. It means that
Islam does not only manage the ritual activities between human and God but it also manages
the daily activities of human where the Islamic ethics is involved on it.

Islamic finance offers various ethical schemes and instruments that can be advanced and
adopted for the purpose of microfinance (Abdul Rahman, 2007). Islamic MFIs do not aim to
reduce the poverty in material aspect only but they also attempt to motivate the micro-
entrepreneurs (poor people) to be thriving by assisting them to adhere with Islamic norms and
values.

The term of alleviating the poverty in Islamic perspectives entails spiritual aspect is more
important than material aspects. A hadiths” narrated by Abu Hurairah (as quoted on Mannan,

1 PhD student of Institute Islamic Banking and Finance, International Islamic University Malaysia
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1988) said that; “Indeed, the real richness is that of the heart (spiritual) itself”. On the other
word, the real wealth in Islamic perspectives is not only in material aspects but also the
spiritual concern. Wealth management can be defined as how the person manage it’s wealth
to give as much return. In conventional perspectives, anything that give a return is considered
as income without considers the sources are halal or haram. Meanwhile, Islamic wealth
management helps to ensure that a person’s wealth is managed in such a way that consistent
with the Islamic norms and value.

The concept of Islamic wealth management is consistent with the role of Baitul Maal wa
Tamwil (BMT) in Indonesia cause it based on cooperative model. The model focuses on
customer’s welfare as the priority. Using Islamic principles in all activities, BMT attempts to
reduce the poverty by increasing the material and spiritual aspect of the poor people. They do
not only disburse the loan for the poor but also assist the poor to manage its wealth (source of
funds from the micro financing) based on Islamic principles. The fully assistance of BMT to
its member by educating them in managing the funds, indicates the effort of BMT to increase
the welfare of its member. It is also meant that BMT has moved forward to improve the
economic condition of a person especially assist the poor to improve its norms and faith as a
worship to Allah SWT.

Historically, BMT’s movement was started around 1990’s and the number grows rapidly with
totally around 4,000 BMTs operate in the country. However, most of BMTs are not working
well and some of them are collapsed. It indicates that the growth of BMTs is not consistent
with the quality development of its performance. Therefore, BMT’s performance needs to be
evaluated in order to find out the problems and inefficiency matters. Especially the evaluation
of BMT’s efficiency and effectiveness in order to indicate the health of this institution that
can be effect to its Islamic wealth management.

The structure of the paper is divided into four sections. The next section provides an overview
of BMTs in Indonesia and literature on efficiency and Islamic wealth management. Section
three discusses the methodology while section four explains the findings. The last section is
the conclusion.

2. LITERATURE REVIEW

Asian Development Bank (ADB) (2000) defines poverty as characterized by a lack of access
to essential goods, service, assets and opportunities to which being is entitled. On the other
word, someone is considered poverty when they are absence of the items in the list of
necessities (basic needs). Microfinance provides financial services to the poor through
delivering financial services in micro and small sized enterprise.

Baitul Maal wa Tamwil (BMT) is established to help muslim micro-entrepreneurs as a
strategy for eradicating rural poverty (Kholis, 2009). As Islamic MFI, BMT divides its role
into two functions ; social and economic mission. The social missions is operated by Baitul
Maal where collecting and distributing the charity fund (zakah, infaq, shodaqoh) to the poor is
the main tasks. Whilst, Baitut Tamwil operates based on commercial activities, where the
funds are managed to be productive and profitable.

The basic operation of BMT follows cooperative model, where all of persons that involve in
BMTs are members (e.g staffs and customers). As member of BMT, they have responsible to

2 Hadiths is the words or the acts of Prophet Muhammad (pbuh) that should be followed by muslim and as
guidance to their daily activities. The revelation given to Prophet Muhammad (pbuh) is based on circumstances
that are suitable with the process of Islamic propagation (Solihin, 2008)
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pay the membership fee. The fees will support the BMT’s mission to highlight the members
welfare by optimalizing their contribution fee on BMT’s commercial activities.

Some studies indicated that BMT’s performance was relatively low. It was confirmed by the
lack of management (Widiyanto and Ismail, 2010), lack of supervision and development
assistance (Kholis, 2009; Amalia, 2009). To evaluate the performance of a financial
institution, Berger and Humphrey (1997) suggested to separate those production units that are
performing well from those that are performing poorly. For an MFI, efficiency analysis is
useful to know if MFIs are well performing and if they can in the long run survive
autonomously (Sedzro and Keita, 2009).

In term of efficiency, economic efficiency is defined in economic theory as a term describing
how well a system in performing, in generating the maximum desired outputs for given inputs
with available technology (Wahab and Abdul Rahman, 2012). The question is coming out
when the assessment of an Islamic MFI is needed. How we assess that Islamic MFIs are
efficient in contributing its role in economic and social, is one of the question that should be
investigated more. In fact, most of previous studies were more concerned on evaluating the
efficiency of conventional MFIs whereas evaluating the efficiency of Islamic MFIs are still
limited.

The prior studies used Data Envelopment Analysis (DEA) method to measure the efficiency
of MFIs and covered a sample period of two to five years. DEA is a non-parametric method
which utilize the linear programming method to measure technical (technological) efficiency
and requires inputs and outputs data. Study by Qoyyum and Ahmad (2006), Hassan and
Sanchez (2009) and Haq and Skully (2009) analyzed the efficiency of MFIs in some countries
and indicated that DEA method can identify the problems and improve the MFI’s functions.

Moreover, there were two studies that only concerned on one country, such Nghiem et.al
(2006) analyzed the efficiency of MFIs in Bangladesh and Widiyanto (2007) that explored
efficiency of BMTs in Indonesia. Both of them summarized that measuring the efficiency of
MFIs has helped them to analyze the best practices of each MFI. Therefore, measuring
efficiency of Islamic MFIs is an important effort to enhance the functions of this institution
for the ummah and for the future studies in the area of Islamic MFlIs.

Additionally, the concept of Islamic wealth management IWM) could strengthen the role of
Islamic MFIs. As it has mentioned before that IWM helps to ensure that a person’s wealth is
managed in such a way that consistent with the Islamic norms and value. Islamic MFI
distributes the loan to the poor from and halal sources and make sure the loan is used in the
ethical scheme (Islamic principles). Meanwhile, IWM helps Islamic MFI in managing the
loan (as the wealth) of the poor to be develop and securing the benefit of the loan. It can be
clearly stated by the scheme as follows:

Securing of Benefits. Shariah
rules protect the public
interest in two

ways,

Securing of Benefits Removing the Harm
Source: Money Compas (2010)

Shariah rules will protect the public interest by securing of benefits and removing the harm.
Securing of benefits means that the benefits of the loan that used by the poor people should be
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useful for his self and also beneficial for public.’ Moreover, removing the harm earns that
every transaction or investment of MFI’s loan must avoid any transactions that involves
gambling, harm or unclear investment. However, being compliant to shariah law does not
limit a person’s opportunity to invest as it actually helps a person to make ethical investment
whereby the chosen business will be involved in ethical practice (Money Compas, 2010).

3. RESEARCH METHODOLOGY

Based on some literatures, there are two approaches in measuring the efficiency, they are non-
parametric approach and parametric approach:

1. The non-parametric approach. This approach is utilizing the linear programming
method to measure technical (technological) efficiency which require inputs and
outputs data only. This approach uses two types of analysis ; Data Envelopment
Analysis (DEA) and Free Disposal Hull Analysis (FDH)

2. The parametric approach. This approach is using econometric techniques to measure
economic efficiency. Since economic efficiency requires information on technical
and allocative efficiency, this method is considered broader than non-parametric
approach. Based on market price, this approach involves in choosing the optimal
level and structure of inputs and outputs . This approach uses three of analysis ;
Stochastic Frontier Analysis (SFA) , Thick Frontier Analysis (TFA) and Distribution
Free Approach Analysis (DFA).

The most popular approach that is widely used is Data Envelopment analysis (DEA). It is a
linear programming technique where a set of the best practices or frontier observations are
those for which no other decision making units or linear combination of units has a much or
more every output (given inputs) or a little or less of every input (given output) (Berger and
Humphrey,1997). DEA also can be defined as a linear programming model, assuming no
random mistakes, used to measure technical efficiency (Vincova, 2005).

DEA is used to examine the relative efficiency of the selected BMTs. DEA is a non-
parametric method which utilize the linear programming method to measure technical
(technological) efficiency and requires inputs and outputs data. It is calculated by using
Constant Return Scale (CRS) and Variable Return Scale (VRS) model. Charnes, Cooper and
Rhodes (1978) or CCR defined Data Envelopment Analysis (DEA) as a mathematical
programming model applied to observational data that provides a new way of obtaining
empirical estimates of relations such as the production functions and/or efficient production
possibilities surfaces that are conner stones of modern economics. While, in Banker, Charnes,
and Cooper (1984) or is called as BCC model, the calculation of efficiency is called Pure
Technical Efficiency (PTE).

CCR assumes ratio of additional input and output is equal or constant return to scale (CRS) or
DMUs is at optimal scale, while BCC argues ratio of additional input and output is non-equal
or variable return to scale (VRS). In addition, CCR model represents multiplication of Pure
Technical Efficiency (PTE) and Scale Efficiency (SE) while BCC model examines Technical
Efficiency (TE) only.

Technical efficiency (TE) describes the ability of a business unit to maximize output given
certain amount of input or minimize its inputs given outputs. Hasan and Sanchez (2009)

3 For example; if the loan that used by the poor people grow and develop, the benefit of the loan could create a
wealth for the person. In Islamic principles, the wealth should be shared to other people who need it by distributing
the charity (shadaqah) or could be used for opening the work field for the unemployment. Secure the benefit of
loan will avoid economic discrepancy and protect the public interest.
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defined pure technical efficiency (PTE) to firm’s ability to avoid waste by producing as much
output as input usage allows, or by using as little input as output production allows. While
Scale efficiency (SE) is defined as proportional reduction if the firm or bank achieved
constant return to scale (CRS) or refers to the firm’s ability to work at its optimal scale.

a. The Constant Return To Scale (CRS)

The CRS assumes when all DMUs are operating at optimal scale. To define some notation,
Coelli (1996) started by assuming data on K inputs and M outputs on each of N firms or
DMUs. For the i-th DMU, it stated by the vectors xi and yi. Moreover, the data of all N
DMU s represented by the KxN input matrix, X and the MxN output matrix, Y. Coelli (1996)
also mentioned that the best way to introduce DEA is via the ratio form. For each DMU, a
measure of the ratio of all inputs, such as u'yi/v'xi, where u is a Mx1 vector of output weights
and v is a Kx1 vector of input weights. The input oriented measure of a particular DMU,
under CRS, is calculated by:

Min 9, ,0

St -yi+YA=0,
0xi — XA >0,
A>0

where 0 is a scalar and A is a Nx1 vector of constant (Coelli, 1996). If 6 =1, the DMU is
considered is efficient which lies on the frontier (technical efficient). Meanwhile, if 6 < 1,
DMU is inefficient, thus, it need a 1 — 0 reduction in the inputs levels to reach the frontier. It
should be noted that the linear programming problem must be solved N times, once for each
DMU in the sample.

b. The Variable Return to Scale (VRS)

The use of CRS which considered all DMUs are at optimal scale, might encourage the result
of TE confounded by SE. It can happen when DMU is in imperfect competition, constraints
on finance, etc. Therefore, the use of VRS which was promoted by Banker, Charnes, and
Cooper (1984) attempt to calculate TE that devoid the SE effects. Based on CRS linear
programming problem, the VRS can be calculated by adding the convexity constraint : N1'A =
1 to provide:

Min 0,1, 0

St -yi+ YA>0
Oxi-X\A>0,
NiA=1
A>0,

where N1 is an Nx1 vector of ones. This model provides TE scores which are greater than or
equal to CRS model, it caused by a convex hull intersecting planes which envelope the data
points more tightly than the CRS conical hull.

DEA method is choosen for this study due to its useful features when it applied such each
decision making unit (DMU)* is assigned a single efficiency score and highlights the areas of
improvement for each single DMU. The formula of DEA method is as follows ;

Efficiency of DMU =

p

2 pk ykO DMU = decision making unit
k=1 m = different inputs

4+ DMU on this study is BMTs
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m p = different outputs

> vixi0 n  =number of DMU evaluated

i=1 Xij = number of input I consumed by DMUj
yij = number of output k produced by DMUj

The concept of DEA considers that the most efficient firm is indicated by the score of 1 and
generating best practice outputs among the rest of firms in the given sample. To measure the
efficiency of an MFI, DEA method requires the approach in production or intermediation.
Production approach considers financial institutions as a production unit, whilst
intermediation approach deliberates financial institutions as intermediating between savers
and borrowers. Moreover, DEA method also requires the inputs and outputs to measure the
efficiency. This study argues that intermediating approach is suitable to measure the
efficiency of BMTs due to its role as an intermediary between the borrowers and MFI. Two
inputs and two outputs will be analyzed to measure BMT’s efficiency by using DEA method.
the inputs and outputs that proposed by this study are as follows:

Table 1: The Inputs and Outputs of the Study

INPUTS OUTPUTS

Fixed assets ; represents the support of fixed | Disbursement of loans ; represents the
assets to BMT’s operations BMT’s activities in distributing the loan
Total Capital ; represents total funds that have | Total profit sharing ; represents the
been collected achievement of BMTs to acquire profit
to support BMT’s activities and financial sustainability

4. DATA ANALYSIS

The data needed for the empirical analysis comes from 14 BMT’s financial statement. These
fortheen BMTs are chosen as the sample of the study as it represents the biggest BMT’s
operated in the poorest provinces. Most of these BMTs have established well where they have
operated more than five years, have asset more than Rp 1 billion and have served more than
500 borrowers (poor people).

In order to calculate the level of efficiency of BMTs, this study applies DEAP version 2.1
proposed by Coelli (1996). Data is taken from BMT’s annual report 2009-2011. Table 2
provides the technical efficiency of BMTs .

Table 2: Technical Efficiency in BMTs 2009 — 2011
(Constant and Variable Return to Scale)

Year Sample TE PTE SE
Size Mean of sample Mean of sample Mean of sample
CRS VRS
2009 14 0.593 0.667 0.898
2010 14 0.628 0.743 0.842
2011 14 0.729 0.825 0.890
Mean 0.650 0.745 0.877

Table 3 provides the means of TE under the assumption of CRS, while PTE and SE under the
assumption of VRS. Between 2009 to 2011, the mean TE under the assumption of CRS
ranged from 59.3 % and 72.9%. Taking the TE in 2009 as example, the conclusion can be
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explained that the BMTs on average have produce the same level of output by actually using
only 65 % of the input mix. In other conclusion, it can be explained that in 2004, on average
the BMTs were still 27.1% technically inefficient.

Moreover, under the assumption of VRS, between 2009 and 2011 the PTE ranged between
66.7% and 82.5%. VRS rating is obtained when we control for the scale size of the DMU.
Furthermore, the TE in BMTs seems increases every year from 2010 to 2010. As it is noted
that TE 62.8 % in 2010 as compared to the mean TE in 2009 that only 59.3%. The same trend
is showed by the mean of PTE that the number is growing every year. On the other hand, the
mean of SE is decreasing in 2010 compared to 2009, then, it further increase again in 2011. In
order to find the efficient BMTs in three provinces, the next table will explain the efficiency
measures of each BMTs.

Table 3: DEA Technical Efficiency, Pure Technical Efficiency and Scale
Efficiency for BMTs from 2009-2011

Province BMT 2009 2010 2011
TE PTE SE TE PTE SE TE PTE SE
Al Amanah
West Java Sumedang 0.345 0.345 0.998irs 0.396 0.425 0.932irs 0.525 0.536 0.979drs
West Java Al Amin Sumedang 0.333 0.374 0.891irs 0.297 0.427 0.696irs 0.659 0.668 0.987 drs
West Java Al Anhar 0.376 0.424 0.887irs 0.318 0.437 0.727irs  0.393 0.418 0.940irs
West Java Al Bina Tasikmalaya 0.399 1.000 0.399irs 0.327 1.000 0.327irs 0.939 1.000 0.939irs
West Java Al Falah Cirebon 0.291 0.295 0.988drs  0.455 0.486 0.936irs 0.956 1.000 0.956drs
West Java Al Ikhlas Majalengka 1.000 1.000 1.000 - 0.770 0.773 0.996drs 0.637 0.672 0.948drs
West Java Al Ishlah Cirebon 0.294 0.396 0.742irs 0.390 0.590 0.661irs 0.688 0.705 0.975irs
West Java Al Ittihad 0.408 0.468 0.871irs 0.789 0.899 0.878irs  1.000 1.000 1.000 -
Central Java Al Hikmah Bangsri 1.000 1.000 1.000 - 1.000 1.000 1.000 - 1.000 1.000 1.000 -
Central Java Amanah Bukateja 0.625 0.689 0.907 irs 0.830 1.000 0.830irs 0.690 0.945 0.730irs
Central Java As Salam Demak 0.334 0.340 0.984irs 0.344 0.369 0.933irs 0.455 0.610 0.747 drs
EastJava MMU Sidogiri 0.899 1.000 0.899drs 0.872 1.000 0.872drs 0.548 0.996 0.550drs
EastJava Syirkah Lumajang 1.000 1.000 1.000 - 1.000 1.000 1.000 - 0.709 1.000 0.709 drs
EastJava UGT Sidogiri 1.000 1.000 1.000 - 1.000 1.000 1.000 - 1.000 1.000 1.000 -
Mean 0.593 0.667 0.898 0.628 0.743 0.842 0.729 0.8250.890

It can be summarized that the most efficient BMT is UGT Sidogiri at East Java and BMT Al
Hikmah Bangsri at Central Java with the score 1 that achieved every year and every
efficiency measurement. It means that they have optimalized the inputs to get the maximum
output by requiring the capital and fixed asset to create the optimum income and disburse as
much of loan. On the other hand, the BMTs that have less result of efficiency is due to
inefficiency to optimalize their inputs. BMT Al-Anhar, for instance, the number of TE and
PTE are very low. It might be due to the lack of quality of human resources and also the
absence of supporting funds (third parties funds).

To understand the operational of efficient BMT, this study only focuses on BMT UGT
Sidogiri in order to see its application on Islamic wealth management. BMT UGT Sidogiri
was developed by Pesantren Sidogiri at East Java. In 2011, it has 183.061 customers with
asset Rp 322 billion, and has served 71.048 micro-entrepeneurs.” One of strategy that used by
BMT Sidogiri to serve the customers is spiritual approach. This approach includes fully
assistance to customers to manage their wealth in Islamic way. For example, when the

5 Based on interview with Manager Marketing of BMT Sidogiri on April 2011.
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customers received the microfinancing, BMT Sidogiri assists them to manage the loan (as the
wealth) of the customers properly from how to manage the money, write every transactions
until how to manage the profit or loss of the business.

Using the spiritual approach that focus on the responsibility of a human to Allah SWT, most
of customers aware of their responsible to pay the loan on time. If a customer can not pay due
the date, one of BMT Sidogiri’s staff will visit and remind some verses in the qur’an about
the compulsory of pay the loan for every muslim. This approach is effective to reduce the
number of non-performing loan of the BMT. In short, learn from BMT UGT Sidogiri, other
BMTs that have low result of efficiency can optimalize its function by educating the
customers to manage their wealth efficiently.

S. CONCLUSION

Islamic wealth management helps to ensure that a person’s wealth is managed in such a way
that consistent with the Islamic norms and value. BMTs in Indonesia have applicated the
Islamic wealth management by focusing on customer’s welfare as the priority and educate the
customers to manage the wealth properly. The result of DEA method that proposed by Coelli
(2006) to measure the efficiency found that BMT Sidogiri and BMT Al Hikmah Bangsri have
the highest score of efficiency.

BMT Sidogiri assisted the customers to be efficient in managing their wealth based on
Islamic approach. This strategy is effective to reduce inefficiency of operational in BMT.
Inefficient BMT might be due to the lack of quality staffs and financial support. It was
indicated by the low of TE and PTE in general. In conclusion, the study suggests to learn
from the efficient BMT in order to enhance the quality of Islamic wealth management.
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ANALISA KETIDAKSELARASAN METODOLOGI BAYARAN DAN KUTIPAN ZAKAT
HARTA OLEH INSTITUSI-INSTITUSI ZAKAT DI MALAYSIA
(THE ANALYSIS OF NON-UNIFORMITY METHODOLOGY OF ZAKAT PAYMENT AND
COLLECTION VIA ZAKAT INSTITUTIONS IN MALAYSIA)

Mohd Faisol Ibrahim'

ABSTRAK

Artikel ini akan menganalisis isu ketidakselarasan kaedah-kaedah bayaran zakat yang ditawarkan oleh
institusi-institusi zakat di Malaysia. Kajian mendapati bahawa terdapat perbezaan kaedah-kaedah bayaran
zakat yang ditawarkan oleh institusi zakat termasuk institusi zakat yang dikorporatkan dan institusi zakat
yang tidak dikorporatkan. Sehubungan dengan itu, kajian ini akan mengkaji punca ketidakselarasan
kaedah-kaedah bayaran zakat oleh semua institusi negeri dan menganalisis hubungan yang wujud antara
kaedah-kaedah bayaran zakat yang ditawarkan oleh institusi-institusi zakat negeri dengan jumlah kutipan
zakat yang diperolehi oleh sesebuah institusi zakat negeri. Kepelbagaian kaedah-kaedah yang disediakan
bagi pembayar zakat oleh institusi zakat negeri telah memberi kesan positif kepada peningkatan jumlah
kutipan zakat negeri di Malaysia.

Kata Kunci: Zakat, Metodologi Bayaran Zakat; Kutipan zakat; Bayaran zakat; Institusi zakat

ABSTRACT

This article will analyze the non-uniformity zakat payment methods offered via zakat institutions in
Malaysia. The study implies that there are differences in zakat payment methods offered by zakat
institutions including institution of zakat institutions incorporated and not incorporated. Accordingly, this
study will examine the causes of inconsistency zakat payment methods by all zakat state institutions and
analyze the relationships between zakat payment methods offered by the state of zakat institutions with the
total zakat amount collected by the state of zakat institutions. The diversity of methods provided for zakat
payers via zakat state institutions have a positive impact on the increasing of zakat amount collected in
Malaysia.

Keywords: Zakat, Methodology of zakat payment, Zakat payment; Zakat collection; Zakat institutions;

1. PENGENALAN

Menurut Yusuf al-Qaradawi (1981), Wahbah Al-Zuhaili (1994) dan Jabatan Kemajuan Islam Malaysia
(2001) zakat dari segi syarak ialah sesuatu hak yang wajib pada sesuatu harta untuk dikeluarkan kepada
orang yang berhak mendapatkannya Ini bermaksud sebahagian harta tertentu yang telah diwajibkan oleh
Allah SWT untuk diberikan kepada orang-orang yang berhak menerimanya iaitu golongan tertentu (asnaf)
sebagaimana yang telah dinyatakan di dalam Al-Quran dan lafaz zakat juga digunakan terhadap bahagian
tertentu yang dikeluarkan dari harta orang yang wajib mengeluarkan zakat. Zakat juga berhubungkait
dengan tauhid, solat dan hal harta dalam Siyasah Syari’ah. Di dalam Al-Quran, zakat juga disebut sebagai
perkataan sadaqgah. Menurut Afzal Ur-Rahman (1994), sadagah merupakan istilah yang amat luas
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maknanya yang digunakan di dalam Al-Quran. Sadagah bermaksud memberi derma (sukarela) kerana
mematuhi hukum dan zakat juga dikatakan sebagai sadagah kerana ia sejenis derma yang diwajibkan.

Sistem pengurusan zakat di Malaysia telah mula bertapak sejak era pre-klonial lagi di mana masyarakat
Islam pada ketika itu telah membayar zakat fitrah hanya kepada amil yang terdiri daripada guru-guru
agama (Abdul-Wahab, Mohamed et. al., 1995). Undang-undang yang wujud semasa kerajaan Islam
Melaka ditubuhkan adalah bersifat tunggal di mana zakat merupakan satu bidang dalam pentadbiran
negara (Mahmood Zuhdi Ab Majid, 2007). Menurut Mahmood Zuhdi (2007), penjajahan British ke atas
tanah Melayu telah memberi kesan negatif kepada sistem pengurusan zakat di mana undang-undang dan
pentadbiran zakat bersama semua undang-undang pentadbiran hal ehwal agama Islam telah ditolak ke
sudut yang lebih sempit dan terhad. Sebelum penjajahan British ke tanah Melayu, sultan atau raja
mempunyai kuasa yang tertinggi di dalam pentadbiran negeri yang merangkumi penguatkuasaan undang-
undang Islam (termasuk zakat). Namun dengan dasar pecah dan perintah oleh British ke atas tanah
Melayu telah menyebabkan kuasa sultan atau raja mula dikurangkan dan mereka hanya berkuasa kepada
undang-undang Islam sahaja dan bukan lagi pentadbir negeri. Ini secara tidak langsung menyebabkan
sistem pengurusan zakat di Malaysia mula mengalami kemelesetan disebabkan bidang undang-undang
berkaitan Islam mula dihadkan.

Sungguhpun demikian, usaha yang dijalankan oleh pihak kerajaan di Malaysia bagi memartabatkan
kembali sistem zakat telah membuahkan hasil walaupun mengambil masa berdekad lamanya. Ini terbukti
apabila kerajaan Malaysia melalui penubuhan JAKIM, YAPEIM, JAWHAR dan beberapa lagi agensi lain
telah membantu pengurusan zakat negeri (Mahmood Zuhdi Ab Majid, 2007) agar dapat meningkatkan
lagi kutipan dan agihan zakat di Malaysia. Di Malaysia, semua negeri mempunyai institusi zakat masing-
masing yang bertanggungjawab menguruskan kutipan dan dan agihan zakat. Berikut merupakan institusi
zakat negeri-negeri di Malaysia yang bertanggungjawab menguruskan kutipan zakat bersama alamat
laman web masing-masing iaitu Pusat Pungutan Zakat Persekutuan (PPZ); http://www.zakat.com.my,
Lembaga Zakat Selangor (LZS); http://www.e-zakat.com.my, Pusat Urus Zakat P.Pinang (PUZPP);
http://www .zakatpenang.com, Pusat Kutipan Zakat Pahang (PKZP); http://www.zakatpahang.com, Pusat
Zakat Negeri Sembilan (PZNS); http://www.zakatns.com.my, Pusat Zakat Melaka (PZM);
http://www .izakat.com, Tabung Baitulmal Majlis Agama Sarawak (BMS); http://www .tabung-baitulmal-
sarawak.org.my, Pusat Zakat Sabah (PZS); http://www.zakat.sabah.gov.my, Jabatan Zakat Negeri Kedah
(JZNK); http://www.zakatkedah.com, Baitulmal Negeri Perlis (BMP); http://www .perlis.gov.my, Majlis
Agama Islam Dan Adat Melayu Perak (MAIDAMP); http://www.maiamp.gov.my, Majlis Agama Islam
Dan Adat Istiadat Melayu Kelantan (MAIDAIMK); http://www .e-maik.my, Pusat Urusan Zakat Maijlis
Agama Islam Dan Adat Melayu Terengganu (PUZMAIDAMT); http://www.maidam.gov.my dan Majlis
Agama Islam Negeri Johor (MAL); http://www.maij.gov.my.

Terdapat perbezaan nama institusi-institusi yang bertanggungjawab menguruskan zakat di Malaysia. Bagi
Wilayah Persekutuan, Negeri Sembilan, Pahang, Sabah, Melaka, Pulau Pinang serta Terengganu
menggunakan nama Pusat sebagai satu entiti yang bertangungjawab kepada zakat dan lebih berfokus.
Manakala Perak, Kelantan dan Johor pula masih menggunakan nama Majlis Agama Islam kerana ia
masih dibawah kelolaan Majlis Agama Islam dan Adat Melayu. Bagi Kedah dan Selangor masing-masing
menggunakan nama jabatan dan juga lembaga. Selain itu, Walaupun begitu Perlis dan Sarawak masing-
masing menggunakan nama baitulmal. Adalah perlu dinyatakan disini bahawa semua institusi zakat
negeri masih lagi tertakluk kepada Enakmen Pentadbiran Agama Islam Negeri masing-masing (JAKIM,
2013).

Kepelbagaian nama institusi zakat di setiap negeri juga sebenarnya amat berkait rapat dengan
transformasi institusi pengurusan zakat itu sendiri. Kedapatan sembilan institusi zakat negeri telah
mengalami transformasi pengurusan zakat di mana institusi zakat ini telah dikorporatkan bagi
meningkatkan lagi kualiti pengurusan zakat negeri masing-masing khususnya berkaitan kutipan zakat.
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Pusat zakat yang pertama dikorporatkan ialah Pusat Zakat W .Persekutuan iaitu pada tahun 1991. Empat
tahun kemudian terdapat tiga lagi institusi zakat yang dikorporatkan iaitu Lembaga Zakat Selangor, Pusat
Zakat Pahang dan Pusat Urus Zakat Pulau Pinang. Pada tahun 2000 pula menyaksikan dua lagi institusi
zakat negeri berjaya dikorporatkan iaitu Pusat Pungutan Zakat Negeri Sembilan and Pusat Zakat Melaka
(Sanep Ahmad et.al., 2006). Pengkorporatan besar-besaran oleh institusi zakat negeri telah mempengaruhi
negeri Sarawak dan Sabah agar institusi zakat mereka juga dikorporatkan. Hasilnya pada tahun 2001 dan
2007 Tabung Baitulmal Sarawak dan Pusat Zakat Sabah dikorporatkan (Norazlina dan Abdul Rahim,
2012).

Jesteru itu, pelbagai usaha telah dilakukan oleh semua institusi zakat negeri bagi meningkatkan jumlah
kutipan zakat seperti mempelbagaikan perkhidmatan kaedah bayaran zakat kepada para pembayar zakat.
Terdapat institusi zakat negeri yang hanya menawarkan sedikit perkhidmatan kaedah bayaran zakat dan
ada pula yang menawarkan pelbagai perkhidmatan kaedah bayaran zakat. Ketidakselarasan ini
menunjukan bahawa wujud ketidakmuafakatan dan perbezaan ideologi pengurusan di institusi-institusi
zakat di Malaysia. Ketidakselarasan ini amat merugikan masyarakat Islam khususnya bakal penerima-
penerima zakat kerana kepelbagaian kaedah bayaran zakat akan memberi kesan kepada peningkatan
kutipan zakat. Oleh itu ketidakselarasan perkhidmatan kaedah bayaran zakat ini perlu diselaraskan di
setiap institusi zakat negeri agar para pembayar zakat mempunyai pilihan yang pelbagai bagi menunaikan
kewajipan berzakat. Ini kerana para pembayar zakat mempunyai pelbagai kekangan seperti kekangan
masa, kekangan tempat lokasi, kekangan kaunter zakat, kekangan jarak dan pelbagai lagi.

Pada hari ini Malaysia mempunyai 17 buah bank Islam yang menjalankan pengurusan perbankan
berdasarkan Syariah (BNM, 2012) dan 14 buah institusi zakat negeri yang menjalankan pengurusan zakat
(JAWHAR, 2013). Daripada 17 buah bank Islam yang wujud di Malaysia hanya 15 buah bank (tidak
termasuk BSN, AgroBank dan Bank Rakyat) berjaya menjalinkan kerjasama dengan institusi zakat negeri
bagi urusan kutipan dan bayaran zakat.

Jadual 1: Senarai bank-bank Islam yang menjalinkan kerjasama dengan institusi zakat bagi
menawarkan perkhidmatan bayaran zakat kepada pelanggan

BANK LAMAN SESAWANG (URL)
1. Bank Islam Malaysia Berhad http://www bankislam.com.my/
2. Bank Muamalat Malaysia Berhad http://www.muamalat.com
3. Cimb Islamic Bank http://www.cimb.com.my/
4. Maybank Islamic Berhad http://www.maybank2u.com.my/
5. Ambank Group http://www.ambg.com.my
6. EONCAP Islamic Bank http://www .eonbank.com.my
7. RHB Bank http://www.rhb.com.my
8. Public Bank http://www pbebank.com
9. Standard Chatered bank http://www standardchartered.com.my
10. | Affin bank http://www affinbank.com.my/
11. | HSBC bank http://www .hlb.com.my
12. | OCBC http://www .ocbc.com.my/
13. | Hong Leong bank http://www .hlb.com.my
14. | BSN http:// www.mybsn.com.my/
15. | Agro bank http://www .agrobank.com.my/
16. | Bank rakyat https://www.irakyat.com.my
17. | Al-Rajhi Bank http://www .alrajhibank.com.my/
18. | Asian Finance Bank http://www .asianfinancebank.com

Sumber: laman web institusi-institusi zakat negeri 2012
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Walaupun kedapatan 18 buah bank telah menjalinkan kerjasama dengan institusi zakat negeri, tetapi
wujud ketidakselarasan kaedah bayaran zakat oleh pembayar-pembayar zakat kepada institusi zakat
masing-masing. Ketidakselarasan ini berlaku kerana transformasi sistem pengurusan zakat negeri-negeri
di Malaysia. Di Malaysia, kedapatan 11 kaedah bayaran zakat telah disediakan oleh institusi zakat negeri
kepada masyarakat Islam bagi kemudahan membayar zakat mereka di mana kaedah-kaedah ini dapat
dibahagikan kepada tiga bahagian iaitu:

1. Institusi zakat sendiri
ii. Institusi perbankan Islam
1ii. Lain-lain institusi

Bagi bayaran zakat melalui institusi zakat negeri, terdapat satu kaedah ditawarkan iaitu bayaran di kaunter
zakat. Manakala bayaran zakat melalui institusi perbankan Islam, terdapat tujuh kaedah ditawarkan iaitu
bayaran melalui perkhidmatan online, bayaran di kaunter bank, bayaran melalui kad kredit, bayaran
melalui cek, draf bank dan kiriman wang, bayaran melalui perbankan telefon, bayaran melalui sms dan
juga bayaran melalui ATM. Bagi bayaran zakat melalui lain-lain institusi terdapat tiga kaedah ditawarkan
iaitu bayaran melalui skim potongan gaji oleh majikan, bayaran melalui kaunter zakat di IPT dan bayaran
zakat melalui pejabat pos.

Walaupun begitu tidak semua institusi zakat negeri menawarkan tiga bahagian kaedah bayaran dan
kutipan zakat itu. Ada sebilangan yang fokus kepada kerjasama dengan institusi perbankan Islam seperti
PPZ dan LZS, ada yang yakin dengan kemampuan institusi zakat itu sendiri mengutip zakat seperti Pusat
Zakat Melaka dan ada yang melihat bahawa bantuan institusi seperti IPTA juga penting bagi
meningkatkan bayaran dan kutipan zakat seperti LZS dan MAIDAP. Maka kepelbagaian yang wujud ini
telah menimbulkan satu fenomena ketidakselarasan kaedah bayaran dan kutipan zakat di Malaysia yang
sedikit sebanyak turut mempengaruhi jumlah kutipan zakat di Malaysia. Walhal jika dilihat kepada semua
kaedah bayaran dan kutipan zakat ini, semua negeri mempunyai keupayaan melakukanya kerana suasana
persekitaran adalah hampir sama walaupu latarbelakang ekonomi sesebuah negeri adalah berbeza.

2. METODOLOGI KAJIAN

Kajian ini menggunakan primer yang diperolehi hasil kajian lapangan iaitu temuduga dengan beberapa
pegawai zakat seperti Lembaga Zakat Selangor dan Pusat Zakat Kedah. Selain itu kajian ini juga
menggunakan data sekunder yang diperolehi daripada majalah asnaf, majalah dewan ekonomi, laporan
tahunan institusi zakat negeri serta laman web setiap institusi zakat negeri dan juga Jabatan Wakaf, Haji
dan Zakat JAKIM dari tahun 2001 hingga 2010. Kajian ini cuba melihat jenis-jenis kaedah pembayaran
zakat di Malaysia yang ditawarkan oleh institusi-institusi zakat negeri di dalam sistem pembayaran zakat
di Malaysia. Ini sekaligus memberi gambaran yang jelas tentang ketidakselarasan kaedah bayaran zakat
yang disediakan oleh institusi zakat negeri-negeri di Malaysia khusus untuk pembayar-pembayar zakat
dan kesannya ke atas jumlah kutipan zakat. Ketidakselarasan ini telah mempengaruhi jumlah kutipan
zakat di Malaysia.

3. SOROTAN LITERATUR

Banyak kajian awal telah dilakukan terhadap zakat serta institusi pelaksanaannya. Menurut Zulkarnain
(1994), Abdul hamid Hassan (1998), Mohd Zulkhairi Mustapha et.al (2005), dan Mohd Faisol Ibrahim
et.al (2011) juga telah melakukan kajian terhadap zakat pendapatan dan perbezaannya dengan cukai.
Ternyata hasil kajian tersebut semuanya membuktikan bahawa zakat amat berbeza dengan cukai dalam
pelbagai aspek.
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Kajian yang dilakukan oleh Suhaili Abd Hadi (2003), Fuadah Johari (2004) dan Patmawati Ibrahim
(2006) pula adalah berkaitan dengan agihan zakat dimana kajian tersebut mendapati agihan zakat telah
berjaya mengurangkan kadar kemiskinan. Walaupun begitu menurut Hairunnizam et al (2009)
kebanyakan pembayar zakat tidak berpuas hati dengan institusi zakat negeri kerana maklumat berkaitan
agihan zakat yang tidak tepat dan menyeluruh. Selain itu kajian oleh Sanep et.al (2006) mendapati
bahawa pembayar zakat lebih berminat membayar zakat secara terus kepada asnaf yang layak berbanding
berbanding di institusi zakat itu sendiri.

Kajian yang dilakukan oleh Rosbi et.al (2011) pula menyatakan bahawa wang zakat ini sebenarnya
mampu melahirkan usahawan melalui pemberian modal perniagaan oleh institusi zakat dilihat mampu
mengubah penerima zakat menjadi usahawan berjaya sehingga mampu menjadi pembayar zakat.
Pandangan ini disokong oleh Hisham et. al (2006) dan Mohd Abd Wahab Fatoni Mohd Balwi et. al
(2008) yang menyatakan bahawa zakat merupakan salah satu instrumen yang menyumbang kepada
pembentukan usahawan Islam seandainya ia diuruskan dengan betul dan tepat.

Rentetan itu penulis mendapati tidak terdapat lagi kajian yang membincangkan secara khusus metodologi
bayaran zakat di Malaysia. Oleh itu penulis beranggapan bahawa kajian ini penting bagi melihat isu
ketidakselarasan kaedah-kaedah yang mampu ditawarkan oleh institusi zakat negeri-negeri di Malaysia

bagi meningkatkan lagi kutipan zakat dan bayaran zakat. Ini penting kerana zakat merupakan pemangkin
kepada pembangunan ekonomi negera kearah berpendapatan tinggi (Zarina Kadri et.al., 2012).

4. METODOLOGI BAYARAN ZAKAT DAN KUTIPAN ZAKAT HARTA DI MALAYSIA
4.1 Metodologi Bayaran Zakat Dan Kutipan Zakat

Jadual 2: Kaedah Bayaran Zakat Dan Kutipan Zakat Oleh Institusi Zakat Negeri Di Malaysia

Negeri S P K| K |K | K |CW,| K P S A | Kutipan Zakat
P I P B K I P/D P T M T
G B/K | Z S M
A%
PPZ v v | X X v | X X v I X X X RM1,555,993,520.
30
LZS v v 4 v 4 4 v v 4 4 v' | RM1,680,973,601.
49
PUZPP v v v v | X X X v | X X X RM344,192,569.29
PKZP v v 4 v v | X X v | X X v' | RM384,351,841.85
PZNS v v v v v | X v v I X v v' | RM258,080,595.35
PZM v v | X X X X X v I X X v' | RM119,955,985.02
BMS v v v v | X X X v | X X v | RM219,095,644.83
PZS v v v [ X X X X v | X X X RM144,297,017.48
JZNK v v v X v I X X X RM466,834,789.01
BMP na |na |na [na |na |X n.a v |na |na |na | RM149336,181.75
MAIDAP v v 4 v v v [ X v | X X X RM365,975,949.24
MAIDAI v v 4 v | X v v | X X X
MK RM374,745,504.65
PUZ v v v v v | X X v | X X X
MAIDA
MT RM488,280,183.40
MAIJ v v 4 v | X X v v | X X X RM642,947,639.44

Sumber: laman web institusi-institusi zakat negeri di Malaysia (2012)
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n.a : Data tidak diperolehi

SPG : Skim potongan gaji

PI : Perbankan internet

KP : Kaunter pos

KB : Kaunter bank

KK : Kad kredit

KI : Kaunter ipt
C/WP/DB/KW : Cek/wag pos/draf bank/kiriman wang
KPZ ; Kaunter pusat zakat

PL : Perbankan telefon

SMS : Khidmat Pesanan Ringkas
ATM : Auto Transfer Machine

Berdasarkan kaedah-kaedah bayaran zakat di atas, ternyata peranan yang dimainkan oleh sektor
perbankan Islam dalam sistem pengurusan zakat di Malaysia adalah begitu besar di mana sektor ini
menawarkan tujuh kaedah bayaran zakat kepada masyarakat Islam berbanding institusi zakat itu sendiri
yang hanya menawarkan satu kaedah sahaja.

Hasil analisis mendapati wujudnya 11 kaedah bagi pembayar zakat menjelaskan bayaran zakat mereka
dengan institusi zakat negeri. Kaedah bayaran zakat yang paling banyak ditawarkan oleh institusi-institusi
zakat negeri di Malaysia ialah kaedah bayaran zakat menggunakan kaedah bayaran zakat di kaunter-
kaunter institusi zakat negeri. Ini terbukti apabila semua institusi-institusi zakat negeri di Malaysia
menawarkan kaedah ini. Ini diikuti pula oleh kaedah bayaran zakat menggunakan perkhidmatan skim
potongan gaji dan perbankan internet di mana semua institusi zakat negeri menawarkanya kecuali negeri
Perlis. Selain itu perkhidmatan bayaran zakat menggunakan kaunter pos dan kaunter bank di juga banyak
ditawarkan oleh institusi zakat negeri kecuali Pusat Pungutan Zakat Persekutuan sahaja yang tidak
menawarkan perkhidmatan ini.

Bagi perkhidmatan bayaran zakat yang paling sedikit ditawarkan oleh institusi zakat negeri-negeri di
Malaysia kepada masyarakat Islam ialah perkhidmatan bayaran zakat menggunakan kaunter IPT,
perbankan telefon, SMS dan ATM. Ini terbukti di mana hanya dua buah negeri sahaja di Malaysia yang
menjalinkan kerjasama dengan IPT bagi menyediakan khidmat kaunter zakat, satu negeri sahaja yang
menawarkan bayaran zakat menggunakan perbankan telefon, dua negeri bagi perkhidmatan SMS dan
empat negeri bagi perkhidmatan ATM.

Statistik di atas juga menunjukkan bahawa negeri Selangor merupakan institusi zakat negeri yang
mempunyai bilangan kaedah bayaran terbanyak dan juga nilai kutipan zakat tertinggi berbanding institusi
zakat negeri lain iaitu 11 kaedah bayaran zakat dan kutipan zakat RM1.6 bilion. Ini diikuti negeri
Sembilan, Kedah, Pahang, dan Perak di mana masing-masing ialah 9 kaedah bayaran dan kutipan zakat
hanya RM258 juta, 7 kaedah bayaran dan kutipan zakat RM466.8 juta, 7 kaedah bayaran dan kutipan
RM384.3 juta dan 7 kaedah bayaran dan kutipan RM365.9 juta.

Analisis data di atas juga menjelaskan bahawa institusi zakat di negeri Perlis dan Melaka merupakan
institusi zakat negeri yang mempunyai bilangan kaedah bayaran yang paling sedikit dan juga nilai kutipan
zakat terendah berbanding institusi zakat negeri lain iaitu masing-masing ialah 1 kaedah serta kutipan
zakat hanya RM149.3 juta serta 3 kaedah dan kutipan zakat ialah RM119.9 juta. Ini diikuti institusi zakat
di negeri Sabah, Wilayah Persekutuan dan Pulau Pinang di mana masing-masing menawarkan iaitu 4
kaedah bayaran dan kutipan zakat RM144 juta, 4 kaedah bayaran dan kutipan zakat RM1.5 bilion dan 5
kaedah bayaran dan kutipan zakat RM344.1 juta.
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Disamping itu, analisis di atas juga menunjukan bahawa institusi zakat di Wilayah Persekutuan walaupun
mempunyai bilangan kaedah bayaran zakat yang terendah tetapi kutipan zakatnya adalah kedua tertinggi
berbanding Selangor. Ini adalah kerana kedudukan institusi zakat di Wilayah Persekutuan yang berada di
kawasan kota metropolitan yang penuh dengan bangunan pentadbiran sama ada kerajaan ataupun swasta
serta kepadatan pekerja telah menjadi faktor utama kepada kutipan zakat yang tinggi.

Selain itu juga, statistik di atas juga memperjelaskan bahawa beberapa institusi zakat yang mengalami
pengkorporatan pengurusan masih tidak mampu menyumbang kepada jumlah kutipan yang tinggi seperti
negeri Sabah, Sarawak dan juga Pulau Pinang. Sebaliknya terdapat beberapa institusi zakat negeri yang
belum dikorporatkan masih mampu mengutip kutipan zakat yang tinggi seperti negeri Johor, Terengganu
dan Kedah. Perbezaan jumlah kutipan zakat membuktikan bahawa pengkorporatan sesebuah institusi
zakat bukan penyumbang utama kepada peningkatan jumlah kutipan zakat di Malaysia.

Selain itu statistik di atas juga menunjukkan bahawa masih terdapat kekurangan kaedah bayaran zakat
yang ditawarkan oleh beberapa institusi zakat negeri dengan institusi zakat negeri yang lain di Malaysia.
Kekurangan kaedah bayaran zakat yang ditawarkan oleh institusi zakat negeri telah mempengaruhi
jumlah kutipan zakat di negeri masing-masing. Hal ini juga membuktikan bahawa perbezaan kaedah
bayaran zakat yang ditawarkan oleh setiap institusi zakat negeri akan mewujudkan perbezaan dalam
jumlah kutipan zakat di masa hadapan oleh negeri masing-masing.

Jelas membuktikan bahawa wujud ketidakselarasan kaedah bayaran dan kutipan zakat di setiap negeri-
negeri di Malaysia. Ketidakselarasan ini bukan sahaja berlaku di kalangan institusi zakat yang
dikorporatkan tetapi juga kepada institusi zakat yang tidak dikorporatkan.

5. PUNCA KETIDAKSELARASAN KAEDAH BAYARAN DAN KUTIPAN ZAKAT
a. Kurang Kerjasama Antara Institusi Zakat Negeri Dengan Semua Bank-Bank Islam di Malaysia

Perkembangan yang pesat di dalam sektor perbankan Islam seharusnya dimanafaatkan oleh institusi zakat
negeri agar lebih berdaya saing diperingkat antarabangsa. Berdasarkan analisis, tidak terdapat satu pun
institusi zakat negeri yang menjalinkan hubungan dengan semua institusi perbankan Islam di Malaysia
sedangkan institusi perbankan Islam ini beroperasi di setiap negeri di Malaysia. Kerjasama ini sebenarnya
penting bagi institusi zakat negeri meningkatkan jumlah kutipan melalui kaedah-kaedah bayaran zakat
yang boleh diwujudkan dengan kerjasama pihak bank-bank Islam. Ini adalah kerana institusi perbankan
Islam sentiasa mencari peluang dan ruang bagi meningkatkan kualiti perkhidmatan menerusi teknologi
bagi memasarkan produk dan perkhidmatan mereka untuk pelanggannya. Kesempatan ini sepatutnya
diambil oleh institusi zakat bagi memudahkan pelanggan bank yang beragama Islam agar dapat
menunaikan kewajipan membayar zakat melalui perkhidmatan perbankan.

b. Ketiadaan Akta Dan Ordinan Ataupun Enakmen Khusus Yang Mewajibkan Semua Institusi
Perbankan Islam di Malaysia Perlu Menawarkankan Kaunter Zakat Oleh BNM

Seperti yang diketahui zakat bukan hanya terdiri daripada zakat fitrah tetapi juga meliputi zakat lain
antaranya zakat pendapatan, zakat saham dan zakat perniagaan. Ketiadaan Akta dan Ordinan ataupun
Enakmen khusus yang mewajibkan semua institusi perbankan Islam di Malaysia menawarkankan kaunter
zakat akan terus mewujudkan ketidakselarasan bayaran dan kutipan zakat di Malaysia. Jesteru bagi
memastikan ketidakselarasan bayaran dan kutipan zakat di Malaysia, maka satu akta khusus ini perlu
diwujudkan dan disokong oleh pihak lain seperti pihak BNM. BNM sepatutnya memainkan peranan
utama bagi penubuhan Akta Bayaran dan Kutipan Zakat 2013 sepertimana Akta Bank Islam 1983 dan
Akta Takaful 1984 bagi memastikan sistem perbankan dan kewangan Islam terus berkembang. Melalui
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Akta Bayaran dan Kutipan Zakat 2013 ini mungkin beberapa seksyen berkaitan kaedah bayaran zakat dan
kerjasama institusi zakat dan bank boleh diperuntukkan bagi memastikan kaedah bayaran zakat sentiasa
berkembang dan diseleraskan diseluruh negeri. Selain itu Akta Bayaran dan Kutipan Zakat 2013 juga
tidak harus lagi diletakan dibawah Majlis Agama Islam Negeri sebaliknya perlu digubal dan diletakkan
dibawah BNM agar institusi zakat negeri dapat memainkan peranan bersama-sama institusi perbankan
Islam di Malaysia dikembang ke peringkat yang lebih tinggi.

c. Kurangnya Kerjasama Antara Institusi Zakat Negeri Dengan Institut Pengajian Tinggi (IPT) Dan
Lembaga Hasil Dalam Negeri (LHDN)

Walaupun diseluruh negeri-negeri di Malaysia mempunyai IPT dan juga pejabat LHDN tetapi tidak
dimanfaatkan sepenuhnya oleh institusi zakat negeri bagi mewujudkan kaunter bayaran zakat. Hanya
sebilangan kecil sahaja institusi zakat negeri yang mengambil inisiatif mewujudkan kerjsama dengan IPT
dan LHDN bagi mewujudkan kaunter khas untuk zakat. Sebenarnya kewujudan kaunter zakat di institusi
pengajian tinggi awam ataupun swasta dan LHDN itu sendiri akan membolehkan masyarakat Islam
menggunakan kemudahan yang terdapat di sesebuah IPT dan LHDN bagi menunaikan tanggungjawabnya
dan tidak perlu lagi membazir masa untuk ke institusi zakat tertentu bagi pembayaran zakat. Ini penting
kerana boleh dikatakan setiap negeri-negeri di Malaysia mempunyai IPT dan LHDN. Jesteru itu, dengan
membenarkan IPT dan LHDN membuka kaunter zakat akan meningkatkan lagi kutipan zakat. Kurangnya
kerjasama antara institusi zakat negeri dengan institut pengajian tinggi (IPT) dan Lembaga Hasil Dalam
Negeri (LHDN) akan terus mewujudkan ketidakselarasan bayaran dan kutipan zakat di Malaysia.

d. Kurang Kolaborasi Antara Institusi Zakat Di Malaysia

Kedapatan kekurangan maklumat di surat khabar ataupun media elektronik tentang kolaborasi antara
institusi zakat negeri-negeri di Malaysia. Antaranya seperti mewujudkan MOA dan MOU antara institusi
zakat yang dikorporatkan dengan institusi zakat yang tidak dikorporatkan lagi. Walaupun institusi zakat
sebuah negeri belum lagi mempunyai kerjasama dengan keseluruhan bank-bank Islam, namun disebabkan
institusi zakat negeri lain telahpun menjalankan kerjasama, maka perkara ini perlu dimanafaatkan oleh
institusi zakat negeri terbabit seperti mewujudkan MOA dan MOU agar proses keseragaman metodologi
bayaran zakat dapat direalisasikan seterusnya meningkatkan kutipan zakat. Selain itu, institusi zakat
negeri yang hanya tertumpu kepada zakat tertentu sahaja juga akan mendapat manafaat melalui kolebarasi
ini kerana pelbagai idea dan pengalaman dapat dijalinkan dan diterjemahkan dalam bentuk operasi
pengurusan institusi zakat negeri tersebut. Kurangnya kolaborasi antara institusi zakat di Malaysia akan
terus mewujudkan ketidakselarasan bayaran dan kutipan zakat di Malaysia.

e. Faktor Demografi Sesebuah Institusi Zakat Negeri Di Malaysia

Faktor demografi sesebuah institusi zakat negeri di Malaysia juga menjadi punca wujudnya
ketidakselarasan bayaran dan kutipan zakat di Malaysia. Ada institusi zakat negeri yang terletak di sebuah
negeri maju seperti LZS dan PPZ, ada institusi zakat negeri yang terletak di sebuah negeri hanya
berlatarbelakangkan ekonomi pertanian seperti PZNK, ada institusi zakat negeri yang terletak di sebuah
negeri yang bilangan penduduk Islamnya adalah minoriti seperti PUZPP dan pelbagai lagi faktor
demografi seperti ekonomi, sosial serta infrastruktur sesebuah negeri tersebut. Kepelbagaian demografi
ini telah mempengaruhi keputusan pengurusan institusi zakat tentang dasar kaedah bayaran dan kutipan
zakat mereka. Maka dengan itu satu kolabarasi di seluruh institusi yang melaksanakan kutipan dan
agihan zakat amat perlu bagi memastikan jumlah kutipan zakat di Malaysia dapat selaraskan supaya ini
akan meningkatkan jumlah bilangan pembayar zakat dan penerima agihan zakat. Keadaan ini mungkin
akan berlaku jika pengurusan institusi zakat memberi ruang dan peluang kepada proses penjenamaan
semula pengurusan zakat selaras dengan perubahan masa serta perkembangan teknologi yang semakin
canggih. Sejarah telah membuktikan kebanyakkan institusi zakat di Malaysia yang dikorporatkan telah
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mengalami perubahan dalam kutipan zakat. Sebagai contoh LZS yang kini menjadi rujukan institusi zakat
luar negara kerana transformasi pengurusan zakat telah menyebabkan sistem kutipan zakat meningkat
secara mendadak.

6. KESIMPULAN

Berdasarkan kajian yang dilakukan, ternyata wujud ketidakseragaman metodologi bayaran zakat yang
disediakan oleh institusi zakat negeri kepada para pembayar zakat. Ketidakseragaman metodologi bayaran
zakat disebabkan oleh faktor dalaman dan luaran institusi zakat itu sendiri. Di samping itu juga
ketidkaseragaman ini perlu dipandang serius oleh semua institusi kerana ia telah mewujudkan perbezaan
dalam kutipan zakat yang amat ketara. Namun peranan institusi bank-bank Islam bagi membantu institusi
zakat negeri di Malaysia meningkatkan kutipan zakat amat baik di mana hampir separuh daripada
metodologi bayaran zakat di Malaysia adalah berasaskan daripada perkhidmatan perbankan Islam .

Jika dilihat daripada kajian juga, terdapat segelintir institusi zakat negeri yang menjalinkan hubungan
dengan IPT bagi mempelbagaikan kaedah bayaran zakat manakala sebilangan besar pula tidak
menjalinkan hubungan dengan IPT. Seharusnya perkara ini tidak berlaku kerana setiap negeri mempunyai
IPT. Selain itu, walaupun terdapat beberapa kaedah pembayaran secara internet dilakukan oleh pihak
bank Islam namun masih lagi wujud institusi zakat yang tidak mengambil peluang ini. Usaha-usaha yang
lebih proaktif antara institusi zakat dan institusi bank Islam perlu diperluaskan dan diperjelaskan secara
berkesan. Bank-bank Islam juga perlu memainkan peranannya sebagai medium perantaraan wang yang
bukan sahaja mahu mencipta keuntungan tetapi membantu institusi-institusi zakat negeri bagi
meningkatkan kutipan zakat.

Selain itu institusi zakat juga perlu mempunyai daya pengurusan yang lebih dinamik selaras dengan dasar
negara yang ingin menjadikan Malaysia sebagai negara maju pada tahun 2020. Oleh itu satu rancangan
strategik jangka masa panjang perlu digubal dan diselaraskan di seluruh institusi zakat negeri-negeri di
Malaysia agar sistem pengurusan zakat di Malaysia tidak lagi dipinggirkan oleh undang-undang barat
sebaliknya ia perlu dimartabatkan setaraf atau lebih tinggi daripada undang-undang barat.
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THE EFFECTS OF REAL INTEREST RATES ON SOCIAL DIMENSION:
A CASE STUDY OF UNEMPLOYMENT IN THE UNITED STATE

Diyah Putriani'

ABSTRACT

This paper aims to analyze the long-run impact of real interest rate on the unemployment rate in the
United State (US). The Residual Based Test (Philips-Peron) test and Error Correction Models
(ECM) regression are applied. The cointegration tests show that there are long-term relationships
among real interest rate, oil price and industrial production index. Both of real interest rate and oil
price have positive significant long-term impacts on the unemployment rate. The affect of oil price
is almost three times greater than real interest rate in terms of contribution to the unemployment rate
in the U.S. Meanwhile, the industrial production index has a significantly negative impact.

Keywords: The U.S., Unemployment Rate, Real Interest Rate, Oil Price, Industrial Production
Index, Cointegration

1. INTRODUCTION

Unemployment is an important macroeconomic and political problem all economies confronts
(Dogrul and Soytas, 2010). Therefore, it is well recognized as a negative matter since affects the
economy in indirectly way. The number of poor and criminality, for instance, will increase along
with the increasing number of jobless people. The limitation of income source will encourage a one
do instant way to earn money. Furthermore, the dynamics impacts of unemployment may differ
amongst countries at the divergence stage of economic expansion. Since it creates social and
economic impacts, hence it is important to identify the main factor affecting the rate of
unemployment at most. Developed countries, however, still face of the problem of unemployment
as what happened in the United State (U.S.). Indeed, the source problem of unemployment from
supply-demand side in one country to other country is different. Productivity of labour, wages, oil
price and interest rate are some of examples factor affecting unemployment rate from supply side
perspective. Meanwhile, the unemployment rate will nearly run with the dynamic of business cycle,
technology development, and the number of population.

In general, an increase in unemployment due to more employed persons losing their jobs or more
entrants from outside of the labor force being unsuccessful in their effort to be employed like what
happened in the U.S. in the late of 2007. Bureau of Labor Statistics (BLS) of the U.S reports that
the labor market weakened from May 2007 to May 2008. The number of unemployed persons rose
from 6.9 million to 8.5 million, and the jobless rate increased from 4.5 to 5.5 percent. A rise in
unemployment might be expected to coincide with a decline in employment. Throughout most of
2007, the official measures of unemployment rose due to declines in the outflows from
unemployment, that is fewer unemployed persons were able to find employment and fewer left the
labor force. As its result, the share of those who remained jobless from month to month increased
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from 47 to 51 percent, and the number of unemployed persons rose. In contrast, inflows into
unemployment had little effect on the rise in unemployment during this period. The share of the
employed that became unemployed remained relatively stable throughout both 2006 and most of
2007, at about 1.2 percent of total employment. Similarly, the flow of individuals from outside the
labor force to unemployment also changed little in 2007, hovering around 2.3 percent of all persons
not in the labor force.

The reason behind this increasing number is caused by the attack of financial crisis and economic
meltdown entering a nightmare recession in the late 2007. It has caused several serious economic
problems such as the significantly increasing number of jobless people which created skyrocketing
unemployment. The wage was paid at the lower level causing many families fell down into poverty.
As it was widespreadly known, this crisis come up due to the ascending price of housing in the
early 2006 combined with credit tightened since 2007 and high oil prices in 2008. Swagel (2009)
explain further that the financial crisis in September 2008 clearly exacerbated the pre-existing
economic slowdown, turning a mild downturn into a deep recession. Families stopped spending,
while firms stopped hiring and paused investment projects. As a result, the economy plunged, with
GDP falling by 5.4 percent and 6.4 percent (at annual rates) in the last quarter of 2008 and the first
quarter of 2009—the worst six months for economic growth since 1958. In effect, the events of
September and October 2008 were a severe negative shock to the people confidence in the
economy, and in the ability of the U.S. government and political system to deal with the crisis.

Many previous research literally proven that crisis come up in to the picture due to the existence of
interest rate. As of Meera and Larbani (2004) explains that interest is the main source of economic
downturn. Empircally, Basu et.al. (2001) proof that in the U.S. there is a positively relationship
between unemployment rate and interest rate risk. In the case of Turkey, Dogrul and Soytas (2010)
forecast that in the long run the rise of interest rate will cause the number of unemployment.
Contrastingly, Philips (1958) reports that in the case of United Kingdom (UK) the relationship
between interest rate and unemployment is negative. Referring to this opposite findings, this
research investigates factors affecting unemployment in the U.S by applying Error Correction
Model (ECM) procedures. There are 3 involved variables in the econometric model, such as Real
Interest Rate (RIR), Oil price (Oil) and Index Production (IP).

The rest of this paper is organized into five parts. Part 2 exhibits literature review comprising of the
hypotheses development. Part 3 elucidates research method along with the econometric model and
data. Part 4 shows the empirical results and analysis. Some conclusions are presented in Part 5.

1.2. Research Scope and Contributions

This research will be only focused on the impact of real interest rate, oil price and industrial
production index on the unemployment rate in the U.S, i.e., from supply sides. In addition, many
previous research focus of research in Islamic economics is concentrated on the function of zakah,
infaq, sadaqah, and case study of sharia banking. In the other words, only few of conducted
researches in Islamic economics are explored in labour matters. Therefore, this study will especially
contribute to fulfill the gap of literatures in Islamic labour economics.

1.3. Data Sources

This research takes sample period from the first quarter of 1980 to the first quarter of 2012. All of
calculated data were taken from International Monetary Fund (IMF), International Financial
Statistics (IFS) of the IMF and Bureau of Labour Statistics (BLS) of the U.S.
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2. LITERATURE REVIEW

2.1. The Factors Affecting Unemployment

2.1.1. Interest Rate

Riba or the concept of interest rate in the existing monetary economic system becomes a
fundamental variable. Many groups of economist believe that the interest rate will never be
eliminated from the world economic system. Kayadibi (2011) delineated that the pro- riba
groups believed that riba is the fundamental of global economic system due to it compensates a
person’s consumption today for some potential benefit in the future. Rationally, interest indeed
has to be existed in the economy. Therefore, those who against this thinking will be judged as an
irrational and undeveloped class. Many recent conducted researches, on the opposite, proved that
what is happening crisis today is triggred by the existence of interest rate in the economic
system. Furthermore, Rehman and Ghaffari (2012) conclude that the interest rate is a useless
policy tool which has no power to reduce inflation; on contrary, it can cause increment in
inflation via the cost channel. Therefore the study concludes that central banks should never use
high interest rate to fight with inflation and the justification of existence of interest i.e. as a
monetary policy tool is wrong and must be ruled out.

Related to the objective of this research, there are several channels how interest rate influence
the rate of unemployment. First, the increasing of interest rate will push the cost of production
into higher level causing number of investments go down. In some cases this declining
encourages some closure of the business unit affecting the number of retrenchment of employed
workers rise. Second, to cover the increasing in production cost, the producer will increase the
price of produced goods and services causing the rate of inflation go up (Aliero, 1992).
Empircally, Basu et.al. (2001) show that in the U.S. there is a positively relationship between
unemployment rate and interest rate risk by using GARCH model. Similarly, Dogrul and Soytas
(2010) forecast by applying Toda-Yamamoto procedures, they find that in the long run the rise
of interest rate will cause the number of unemployment rise in Turkey.

Even so, in some countries there is a possibility of negative relationship between interest rate and
unemployment. When the interest rate falls down, hence the number of unemployed people will
rise up, vice versa. The rationale reason behind this phenomenon can be explained by Philips
curve theory proposed by A.W. Phillips in 1958. He reported evidence of an inverse relationship
between the rate of increase in wages and the rate of unemployment. By comparing rates of rise
in wages with the rate of unemployment rates in Britain spans from 1861 to 1957, he found that
as the labor market tightened, and the unemployment rate fell, money wages tended to rise more
rapidly. Because wage increases are closely correlated with price increases, thus this relationship
was widely interpreted as a trade-off between inflation and unemployment (Cashel, 2004).

2.1.2. Oil Price

As one of the important determinant world economic performance, oil price has big effect on the
dynamic of macroeconomic environment. Reffering to International Energy Agency (IEA), the
impact of oil price depends on the share of the cost of oil in national income, the degree of
dependence on imported oil and the ability of end-users to reduce their consumption and switch
away from oil. It also depends on the extent to which gas prices rise in response to an oil-price
increase, the gas-intensity of the economy and the impact of higher prices on other forms of
energy that compete with or, in the case of electricity, are generated from oil and gas. Therefore,
the bigger the oil-price rise and the longer higher prices are sustained, the bigger the
macroeconomic impact. In this case, for net oil-exporting countries, the rise of oil price will
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directly push up real national income through higher export earnings, vice versa. In the same
time its gain, however, would be later offset by losses from lower demand for exports generally
due to the economic recession suffered by trading partners.

These domino impacts will affect also on the rate of unemployment. The transmissions of these
impacts through channel of production cost in industries that depend on the world price oil. As
Loungani (1986) elucidates that when the price of oil reach a peak for some period of time, it
will change the production structure. In detail, the rising oil price will stimulate the firm to
increase the marginal cost of production from oil intensive to less-oil intensive. Therefore, in the
long run this change in turn generates capital and labor reallocation across sectors that can affect
unemployment in the long run.

Empirically, Kooros et.al (2006) investigates the impact of oil price on the unemployment rate in
Louisiana. They found that an increase in the price of crude oil for million BTUs by one dollar
will result in a decrease in unemployment in Louisiana by 1.08 per cent, but oil prices alone do
not sufficiently explain unemployment in Louisiana. Yau (2010) finds also that oil price shock
will increase price level and decrease money supply leading to worse-off unemployment in the
U.S. Meanwhile, Loschel and Oberndorfer (2009) observe that in the case of Germany the rise of
oil price will induce unemployment rate in the labour market go up using data spans from 1973
to 2008.

2.1.3. Industrial Production

This research use industrial production index (IPI) instead of gross domestic product (GDP) due
to IPI more represents economic activities in particular industry. Formally, IPI conveys amount
of output from the manufacturing, mining, electric and gas industries. The reference year for the
index is 2002 and a level of 100. Each individual index is calculated using the Fischer index
formula. This index is released by the Federal Reserve Board, meanwhile the production data is
received directly from the Bureau of Labor Statistics (BLS) and trade associations, both on
physical output and inputs used in the production process. Investors usually benefit this index of
various industries to examine the growth in the respective industry. If the index is growing
month-over-month for a certain industry, it implies that the firm in the industry is performing
well.

In addition, IPI can be used for measuring income in such country (Baak, 2006). Thus, IPI might
be used also for measuring the economic activities; however, it is not as comprehensive as GDP.
In this case, if the index of industrial production increases, thus it will yield a decreasing in
unemployment rate, vice versa. In other words, the relationship between them is negative.

3. RESEARCH METHOD AND HYPOTHESES DEVELOPMENT

3.1. Cointegration Test

Gujarati (2003: 822) noted that the existence of cointegrating relationships is indicated when two or
more non stationary series could have at least a linear combination which is stationary, 1(0). In
short, the stationary linear combination cancels out the stochastic trends in the two series, proven by
checking the residuals from the regressions are stationer, I(0). Thomas (1997: 438-443) noticed that
the presence of cointegration for multivariate equation case (as this research case) is detected by
applying Johansen cointegration test. Afterwards, the empirical result of Johansen test will be
confirmed by Error Correction Model (ECM), as follows:
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Here, the length of involved for each variable is denoted as nx, np, ns, and nc. As of Baak (2007,
2006, and 2005) explains that negative and significant of the estimated error correction term (ECT)
coefficient (ECTjj;—,) represents the presence of long-run relationships amongst variables included
in the model. Since, there is at least one cointegration amongst included variables, the causal
relationship among these variables will be detected by the ECM procedures.

3.2. Hypotheses Development

The source of dynamic of employment and unemployment, as stated at the outset, might come from
several factors. Different country has different main affecting factors of unemployment. As of
Basu, et.al. (2001), Dogrul and Soytas (2010), Loungani (1986), Cashel (2004), Kooros et.al
(2006), Yau (2010) and Loschel and Oberndorfer (2009) the econometric model of how real
interest rate affects unemployment in the U.S can be framed as follows. All of variables are
measured in natural logarithm, except RIR.

UN,= o+ B RIR, + B, OIL, + B3IP, + & (2)

Subscript ¢ represents time of quarterly data spans from 1980 Q1 to 2012 Q1. UN, denotes the rate
of unemployment in the US provided widely by the IFS IMF.

Real interest rate, RIR,, measures the expected interest rate which will be received by investor after
allowing inflation rate. The formula of real interest rate is generally known, i.e, it equals to the
nominal interest rate minus inflation rate. It is expected that between UN, and RIR; might has
positive and negative relationship. If the estimated coefficient sign is positive, it means that the
rising of interest rate will push the cost of production increase, then level of investment fall. It will
cause firms dismiss their worker, hence the rate of unemployment rise. Meanwhile, if ithe estimated
coefficient sign is negative, it suggests that the Philips curve phenomenon® occurs in the U.S.

OIL, measures the strength relationship between oil price and unemployment. It will affect
production cost of the firms which has dependence of world price oil. It is suggested that the
relationship between them is negative. As the price of oil rise, it will increase cost of production,
hence the firms will both reduce their product quantity and dimish their worker in order to reduce
the cost. Here, the portion of wage, as widely known, is the biggest percentage in producing such
products.

IPI, denotes industrial production index. As stated at the literatures review part, it can be utilized for
measuring amount of output from the manufacturing, mining, electric and gas industries. By using
IPI,, it is expected that this proxy could represent economic activities in particular industry. In this
case, if the index of industrial production increases, thus it will yield a decreasing in unemployment
rate, vice versa. In other words, the relationship between them is negative.

2 For further explanation (see chapter 2 Literature Review).
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4. EMPIRICAL RESULT AND ANALYSIS

4.1. Unit Roots Test

In order to detect the equilibrium relationship, this research will firstly test the order of integration
involved in the model, i.e. unemployment rate, real interest rate, oil price, and Industrial production.
To do so, Philip-Perron (PP) procedures is applied to test for both the level and the first difference.
The optimal length of lag applied in the test is determined by using Aikake Information Criterion
(AIC). As described in Table (1), all variables of PP statistics are lower than MacKinnon critical
value. It means all variables are not stationary at the level, however, all the variables are integrated
of order one I (1) or stationary at the first difference.

Table 1: PP Unit Roots Test for the Level and the First Differences

Indonesia to the US Level First Difference
Lag PP Test AIC Lag PP Test AIC
Unemployment
Intercept 1 -2.149 -1.973 1 -15.335 -2.085
Trend and Intercept 1 -3.482 -1.963 1 -3.482 2.075
None 1 -2.884 -1.962 1 -2.884 2.096
Real Interest Rate
Intercept 1 -2.069 2.053 1 -7.817 1.990
Trend and Intercept 1 -3.482 1.88 1 -3.482 1.992
None 1 -2.884 2.285 1 -2.884 2.197
Qil Price
Intercept 1 -0.571 -1.049 1 -9.110 -1.075
Trend and Intercept 1 -3.482 -1.077 1 -3.482 -1.071
None 1 -2.884 -1.059 1 -2.884 -1.089
Industria production
Intercept 1 -0.731 -5.504 1 -8.127 -5.736
Trend and Intercept 1 -3.482 -5.494 1 -3.482 -5.726
None 1 -2.884 -5.513 1 -2.884 5.693

Source: IFS and BLS. Author’s calculation.

The figures in the brackets are the order of integration

*) Denotes rejection of a unit root hypothesis based on Mackinnon’s critical values at the level of
significance a=1%, 5%, 10%.

4.2. The Cointegration Test

The urgency of the cointegration test is to examine “spurious regression” problem. Gujarati (2003:
822) noted that the existence of cointegrating relationships is indicated when two or more non
stationary series could have at least a linear combination which is stationary, I (0). In short, the
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stationary linear combination cancels out the stochastic trends in the two series, which can be
proven by checking the residuals from the regressions are stationer, I(0).
Table 2. Residual Based Test: PP Test

PP Statistics
-6.193* (I)
Source: IFS and BLS. Author’s calculation.

*) Denotes rejection of a unit root hypothesis based on
Mackinnon’s critical value at at the a=1%, 5%, 10%.

Residual-based test of PP procedures are be applied in order to test the stationary of residual
regression model (Equation 1). Table (2) describes its results. It is clearly showed that the residuals
from all regressions are stationer, I (0) which means there are long-run relationships among
variables examined in econometric model. Henceforth, this finding is supported by the error
correction model (ECM) estimation. Table (3) shows the estimated coefficient of error correction
term (ECT) in all of regression results are negative and significant at the level of significances, o=
5% and 10%. In other words, this result shows long-run relationships among variables involved.

Table 3. ECM Estimation

C RIR oIL IP ECT R —
00005 0016 0041  -1285% -0.322%
00101 0010 00521 0481 0065 237 2682

Source: IFS and BLS. Authors’ calculation.

Notes: Standard error in parantheses

The asterisk (*)indicate the rejection of the null hypothesis of a zero coefficient at the 5%
significance level.

4.3. The Estimated Coefficient Interpretation

To this end, this study only focuses on the impact of factors affecting unemployment rate in the
U.S, thus the short run impacts will be ignored. Equation (2) explores that unemployment rate in the
U.S. are both positively influenced by real interest rate and oil price. Here, if there is an increasing
of 1 percent real interest, it is expected that the unemployment rate will also rise around 0.026
percent. This result is supported by the findings of Meera and Larbani (2004), Hardi et.al (2012)
and Putriani, et.al. (2012) that conclude interest rate has a negative impact on the economics
performance. Meanwhile, the oil price affects greater, i.e. an increasing of 1 percent in oil price will
contribute 0.071 percent rise in jobless people. In other words, the effect of oil price is almost 3
times greater than real interest rate. As expected before, industrial production has a negative
significant impact on the level of unemployment. It implicitly means that if there is a decreasing of
1 percent in industrial production then it will turns out an increasing 2.388 percent of jobless people
in the U.S.
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Table 4: OLS Estimation®

C RIR 0IL IP R’ DW
6.286* 0.026% 0.071* 2388% 0.501  2.682
0.322 0.0028 0.037 0.240

Source: IFS and BLS. Authors’ calculation.
Notes: Standard error in parantheses

The asterisk (*)indicate the rejection of the null hypothesis of a zero coefficient at the 1%,

5% and 10%significance level.

Graph 1: The U.S. Oil Imports
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In addition, the estimated coefficient in table (4) can be inferred that oil might be benefited as a
potential bargaining power to oil importer countries in terms of political power. It is widely known

? Table 4 shows the result after Cohcrane Orcutt procedures applied. To see the difference before

and after iteration (see: Appendix).
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that the U.S imports almost their oil from muslim countries. Up till now, the development of
muslim countries are very left behind from developed countries, particularly to the U.S. In many
cases of negotiation, muslim countries may not be able to bargain the offered options, however, it
will harm them. The attack of Israel to Palestine, for instance, may not be shortly stopped. If all of
oil importer muslim countries do agree to stop their oil import transaction to the U.S and allied
states, hence it is expected that the war between Israel and Palestine can be stopped and the power
of world economy will be governed by the muslim countries. Graph (1) shows oil volume imported
by the U.S.

5. CONCLUSIONS AND POLICY RECOMMENDATIONS

According to the outset empirical findings, there are some analysis and international trade policy
recommendations for muslim countries in particular. First, since interest rate has been proven as one
of the main root causes of unemployment (read: economic fluctuation), thus it needs to eliminate it
from the economic system, especially in muslim countries. In this case, debt -along with interest
imposed on it- is the real terrorist creating poverty in many countries, particularly in muslim
countries. It might be referred that what is happening in muslim countries today caused by they do
not consider the warning of Islam related to the peril of the existence interest (riba/usury) in the
economy activities. In order to eliminate interest rate in the economic system, a muslim country
could implement “little policy” as a starting point. For instance, by empowering the use of zakah,
improving the role of islamic microfinance to eradicate unemployement and poverty, and
encouraging society to develop cooperative system. By these three policies, it is expected that the
role of interest rate in the economic system can be reduced in short run and totally eliminated in the
long run.

Second, it is clearly showed that the estimated coefficient of oil price is 3 times greater compared to
real interest rate. Therefore, it is expected to use oil as a political weapon in order to equalize the
bargaining power amongst muslim countries to the US in particular. As of graph (1) shows that
there is a dependency of the U.S to the almost muslim countries around the world.

Third, it urges to improve the quality of next muslim generation both soft and hard skill. Since the
level of education of muslim countries are lower than developed countries, then their (muslim
individual) position in terms of jobs will also be lower than others. Therefore, a muslim government
must do concern about this matters.
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APPENDIX

OLS before Iteration Cochrane Orcutt

Dependent Variable: UR
Method: Least Squares
Date: 11/19/12 Time: 08:51
Sample: 1980Q1 2012Q2
Included observations: 130

Variable Coefficient ~ Std. Error  t-Statistic Prob.

C 16.83856  0.478419  35.19625  0.0000

RIR 0.023799  0.001452 16.39161 0.0000

OIL 0.150172  0.021542 6971167  0.0000

1P -2.341639  0.129518  -18.07958  0.0000

R-squared 0.796614 Mean dependent var 9.016366

Adjusted R-squared 0.791771 S.D. dependent var 0.245234

S.E. of regression 0.111906  Akaike info criterion -1.512037

Sum squared resid 1.577879 Schwarz criterion -1.423805

Log likelihood 102.2824 Hannan-Quinn criter. -1.476186

F-statistic 164.5036 Durbin-Watson stat 0.703739
Prob(F-statistic) 0.000000

Note:

Autocorellation can be informally seen from low value of Durbin-Watson (DW) test i.e. less than
1.2. Based on the regression result above, the value of DW test is 0.703. In order to prove formally,
then some tests of classical assumptions are applied as follows.

Classical Assumptions Test
Autocorelation
Breusch-Godfrey Serial Correlation LM Test:

F-statistic 76.85663 Prob. F(2,124) 0.0000
Obs*R-squared 71.95452  Prob. Chi-Square(2) 0.0000

Since the value of tested probability of X > statistic probability (o= 5%), hence residual of
regression estimator has suffered by autocorellation.

Heteroscedasticity
Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 6.821465 Prob. F(3,126) 0.0003
Obs*R-squared 18.16395 Prob. Chi-Square(3) 0.0004
Scaled explained SS 12.78388  Prob. Chi-Square(3) 0.0051
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Since the value of tested probability of X > statistic probability (0= 5%), hence the regression

equation has suffered by heteroscedasticity.

Multicoleniarity
UR RIR OIL 1P
UR 1 0.2496846 0.5157024 -0.0241626
RIR 0.249684 1 0.5718307 0.9467975
OIL 0.515702 0.5718307 1 0.4823032
1P -0.024162 0.9467975 0.4823032 1

Generally, the value of estimated coefficient correlation all of observations shows is bigger than
0.80, except RIR variable with IP, viceversa. In other words, there is no multicoleniarity indication
on the regression model. Nevertheless, according to Gujarati (2003), the multicoleniarity indication
can be ignored since the model may yield BLUE estimation.

OLS After Iteration Cochrane Orcutt

Dependent Variable: UR2

Method: Least Squares

Date: 11/19/12 Time: 18:01

Sample (adjusted): 1980Q2 2012Q2
Included observations: 129 after adjustments

Variable Coefficient ~ Std. Error  t-Statistic Prob.

C 6.285999  0.321849 19.53091 0.0000

RIR2 0.025957  0.002762  9.397137  0.0000

OIL2 0.070725  0.037219 1.900240  0.0597

P2 -2.387777  0.240257  -9.938426  0.0000

R-squared 0.501211 Mean dependent var 3.309818

Adjusted R-squared 0.489240 S.D. dependent var 0.116498

S.E. of regression 0.083258 Akaike info criterion -2.103222

Sum squared resid 0.866492 Schwarz criterion -2.014546

Log likelihood 139.6578 Hannan-Quinn criter. -2.067191

F-statistic 41.86898 Durbin-Watson stat 2.682429
Prob(F-statistic) 0.000000

Note:
Based on the regression result above, the value of DW test has changed, i.e. 2.68. In other words,
the result has no longer suffered by autocorellation.
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PERTUMBUHAN FIRMA, PEMBIAYAAN KEWANGAN DAN KEBEBASAN EKONOMI:
SUATU DATA PANEL FIRMA PATUH SHARIAH DI BURSA MALAYSIA

Musa Muhamad Ali'

ABSTRAK

Kertas ini bertujuan mengkaji secara empirikal bagaimana bentuk pembiayaan kewangan firma
berstatus patuh syariah (sama ada pembiayaan dalaman atau luaran) dan kebebasan ekonomi
mempengaruhi pertumbuhan firma patuh syariah yang tersenarai di Bursa Malaysia dari tahun 2000-
2010. Walaubagaimanapun penggunaan data konvensional turut dilibatkan bagi melihat asas
perbandingan. Kaedah data panel statik dengan menggunakan model kesan tetap (fixed effect) telah
digunakan untuk menganggar penentu pertumbuhan firma. Hasil kajian mendapati sumber kewangan
dalaman dan kewangan luaran berhubungan positif dan signifikan mempengaruhi pertumbuhan firma.
Di samping itu, pertumbuhan firma patuh syariah lebih sensitif dipengaruhi oleh kewangan dalaman
berbanding dengan kewangan luaran manakala pertumbuhan firma patuh syariah berhubungan
negatif dengan kebebasan ekonomi.

Kata kunci: kekangan kewangan; kebebasan ekonomi; pertumbuhan firma; data panel statik.

ABSTRACT

This paper aims to examine empirically how the types of finance (sources of financing ) and
economic freedom influencing the growth of syariah compliance firms’ in which listed in Bursa
Malaysia for the period of 2000-2010.However, convensional data for regression is used for make a
comparison. A static panel data technique namely a fixed effect model is used to estimate the
determinants of firms’ growth. The findings revealed that the internal and external financing has a
positive effects and statistically significance in influencing the firms’ growth. The growth of syariah
compliance firms’ are more sensitive to internal finance than external finance. On the other hand, the
growth of syariah compliance firms’ are negatively affected by economic freedom.

Keywords : financial constraint, economic freedom, firms’ growth, static panel data

1. PENGENALAN

Pertumbuhan firma adalah penting bagi memastikan sesebuah firma terus menikmati keuntungan
sekaligus menggalakkan perkembangan ekonomi sesebuah negara (lihat Carrisoza, (2007). Di
samping itu, pertumbuhan firma juga merupakan pra syarat kepada kemajuan inovasi dan motif utama
perubahan teknologi (Pagano dan Schivardi, 2003). Persoalannya, apakah faktor-faktor yang
mempengaruhi pertumbuhan firma? Kajian oleh Guariglia et al. (2011) dan Rahaman (2011) telah
merumuskan sumber kewangan iaitu pembiayaan dalaman dan luaran adalah pembolehubah yang
penting dalam mempengaruhi pertumbuhan firma. Sesetengah firma terutamanya firma kecil yang
menghadapi kekangan kewangan sangat bergantung kepada sumber pembiayaan dalaman untuk
menjana pertumbuhan, manakala firma besar yang memiliki profil kredit yang lebih kukuh tidak perlu
terlalu bergantung kepada sumber kewangan dalaman kerana mempunyai alternatif sumber
pembiayaan luaran.

! Jabatan Pengurusan Perniagaan, Kolej Profesional MARA Bandar Penawar
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Selain daripada sumber pembiayaan, kebebasan ekonomi di sesebuah negara juga merupakan sebagai
salah satu faktor yang boleh mempengaruhi pertumbuhan firma. Kebebasan ekonomi yang diberi
kepada firma boleh meningkatkan produktiviti dan akhirnya meningkatkan pertumbuhan firma
daripada aspek pertumbuhan aset, jualan, dan pelaburan. Bukti makro yang mengaitkan kebebasan
ekonomi dengan pertumbuhan juga merumuskan bahawa negara yang memiliki darjah kebebasan
ekonomi yang tinggi cenderung menikmati pertumbuhan ekonomi yang lebih cepat berbanding
dengan negara lain (lihat Heckelman dan Knack, 2009; Powell, 2003; DeHaan dan Sierman, 1998).
Kajian Azman-Saini et al. (2010) juga mendapati kebebasan ekonomi memainkan peranan yang
penting sebagai pemacu pertumbuhan ekonomi dalam jangka panjang, dan negara yang memiliki
darjah kebebasan ekonomi yang tinggi memperoleh faedah yang signifikan daripada kehadiran firma
multinasional. Selain itu, kajian Sufian dan Habibullah (2010) telah mendapati kebebasan ekonomi
signifikan mempengaruhi pertumbuhan firma dalam industri perbankan di Malaysia.

Oleh sebab itu kertas ini dibuat bertujuan untuk memberikan bukti empirikal baharu mengenai
pengaruh sumber pembiayaan (pembiayaan dalaman dan luaran) dan kebebasan ekonomi ke atas
pertumbuhan firma patuh syariah (syariah compliance) yang tersenarai di Bursa Malaysia. Ada dua
sebab mengapa kajian ini sangat menarik untuk diterokai, dalam konteks negara Malaysia. Pertama,
mutakhir ini, bilangan firma yang tersenarai di Bursa Malaysia telah berkembang dengan pesat sejak
tahun 2000. Misalnya, dalam tempoh 11 tahun (2000-2010), penyenaraian firma baru di Bursa
Malaysia telah meningkat hampir 30 peratus. Kedua, berdasarkan laporan daripada Suruhanjaya
Sekuriti Malaysia mendapati penyenaraian firma patuh syariah telah mengalami peningkatan
mendadak dan telah mendominasi bilangan firma konvensional di Bursa Malaysia (sila rujuk Jadual 3,
di bahagian Lampiran). Justeru, adalah menarik untuk mengkaji secara empirikal bagaimana
pertumbuhan firma patuh syariah dipengaruhi oleh sumber kewangan yang diperolehi.

Kajian ini memberikan sumbangan yang signifikan terhadap literatur dalam bidang ‘finance-growth’
nexus daripada tiga aspek. Pertama, sebahagian besar kajian terdahulu mengkaji isu ‘finance-growth’
dengan menggunakan data makro, dan secara umum mendapati pembangunan kewangan
mempengaruhi pertumbuhan ekonomi (lihat Demirguc-Kunt et al. (1998), Levine et al. (2000), Ang
(2007), Ang (2008) dan Karim et al. (2008)). Sebaliknya, kajian ini menyambung karya lepas dengan
menggunakan data di peringkat mikro iaitu dengan melihat peranan kewangan (kewangan dalaman
dan kewangan luaran) terhadap pertumbuhan firma patuh syariah di Malaysia. Penggunaan data
mikro membolehkan firma secara individu membuat pilihan sumber pembiayaan yang bersesuaian
untuk mencapai pertumbuhan yang diingini, di samping memberi panduan kepada firma untuk
meningkatkan keuntungan pada masa hadapan. Kedua, walaupun kajian oleh Guariglia et al. (2011)
mendapati kekangan kewangan memberi kesan positif kepada pertumbuhan firma, namun mereka
hanya memberi fokus kepada pembiayaan kewangan dalaman sahaja. Oleh itu, kajian ini dilanjutkan
dengan melihat pengaruh kewangan luaran terhadap pertumbuhan firma patuh syariah di Malaysia.
Ketiga, selain pemboleh ubah kewangan, kajian ini juga mengambil kira pengaruh kebebasan
ekonomi terhadap pertumbuhan firma. Kajian Sufian dan Habibullah (2010) hanya melihat hubungan
kebebasan ekonomi dengan prestasi bank-bank di Malaysia, tetapi tiada kajian di Malaysia yang
mengaitkan pertumbuhan firma dengan kebebasan ekonomi.

Dapatan kajian bolehlah diringkaskan seperti berikut. Pertama, kajian ini menyokong hipotesis
‘finance-led growth’ di peringkat firma, yang mana terdapat hubungan yang positif dan signifikan
antara kewangan dalaman dan luaran dengan pertumbuhan firma. Kedua, pertumbuhan firma patuh
syariah lebih sensitif dipengaruhi oleh kewangan dalaman berbanding dengan kewangan luaran.
Ketiga, pertumbuhan firma patuh syariah berhubungan negatif dengan kebebasan ekonomi.

Untuk memudahkan analisis, kertas ini dibahagikan kepada lima bahagian. Bahagian kedua membuat
sorotan kajian lepas. Bahagian ketiga pula membincangkan metodologi kajian. Hasil kajian
dibincangkan dalam bahagian keempat, manakala bahagian kelima merumus dan membincangkan
beberapa saranan untuk implikasi dasar.
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2. KAJIAN LEPAS

Kebanyakan kajian lepas yang mengkaji hubungan antara pertumbuhan dengan kewangan (finance-
growth nexus) menggunakan data di peringkat agregat (makro). Kajian empirikal yang paling awal
telah dijalankan oleh Goldsmith (1969), McKinnon (1973) dan Shaw (1973) mendapati wujud
hubungan yang signifikan antara pembangunan sektor kewangan dengan pertumbuhan ekonomi di
beberapa buah negara. Seterusnya, King dan Levine (2000) telah menggunakan data panel di 71 buah
negara dan mendapati pembangunan dalam sektor kewangan merupakan prasyarat kepada
pertumbuhan ekonomi.

Walau bagaimanapun, sehingga kini terdapat batasan kajian terhadap hubungan antara ‘finance-
growth’ yang melibatkan data pada peringkat mikro. Kajian di peringkat mikro yang menggunakan
data peringkat industri telah dilakukan oleh Rajan dan Zingales (1998), manakala Demirguc-Kunt dan
Maksimovic (1998) melakukan kajian pada peringkat firma. Sebagai contoh, kajian Demirguc-Kunt
dan Maksimovic (1998) mendapati pembangunan sistem perbankan (pembiayaan luar) dan kecairan
pasaran saham memberikan kesan yang positif terhadap pertumbuhan firma. Keputusan kajian ini
menjelaskan kepentingan sumber kewangan luaran dan pasaran modal sebagai penjana pertumbuhan
firma, dan seterusnya petumbuhan ekonomi negara.

Kajian ‘finance-growth nexus’ pada peringkat firma kemudiannya dilanjutkan oleh Love (2003) dan
Beck et al. (2004), dan mendapati pengaruh kekangan kewangan (dalaman atau luaran) terhadap
pertumbuhan firma amat bergantung kepada tahap pencapaian sistem kewangan sesebuah negara.
Sebagai contoh, sistem kewangan yang lemah menyebabkan firma lebih bergantung kepada kewangan
dalaman, sebaliknya sistem pembangunan kewangan yang baik menyebabkan firma lebih
menumpukan pembiayaan luaran. Kajian Rahaman (2011) juga mendapati pembiayaan kewangan
signifikan mempengaruhi pertumbuhan firma yang bergantung kepada kemudahan atau prasarana
sistem kewangan. Misalnya, kesan kewangan dalaman terhadap pertumbuhan firma berkurangan
apabila kemudahan terhadap akses kewangan luaran seperti kemudahan pinjaman bank meningkat.
Maka, firma perlu beralih kepada pembiayaan kewangan luaran sebagai sumber utama kewangan bagi
meningkatkan pertumbuhan.

Di Malaysia, kajian mengenai hubungan antara sektor kewangan dengan pertumbuhan ekonomi lebih
memberikan tumpuan kepada isu makro. Sebagai contoh, kajian oleh Ansari (2002), Ang (2007) dan
Karim et al. (2008) telah menyokong hipotesis pembangunan kewangan mendorong pertumbuhan
ekonomi (finance-led growth). Walau bagaimanapun, sehingga kini tiada kajian empirikal di Malaysia
yang mengkaji hubungan antara kewangan dengan pertumbuhan di peringkat firma. Justeru, kajian
ini memberikan sumbangan yang bermakna kepada literatur ‘finance-led growth’ dengan memberi
tumpuan kepada pengaruh pembiayaan kewangan dalaman dan pembiayaan kewangan luaran
terhadap pertumbuhan firma patuh syariah yang tersenarai di Bursa Malaysia.

Kajian kebebasan ekonomi dan kesannya ke atas pertumbuhan firma amat terbatas maklumatnya.
Sebahagian besar kajian peringkat makro melihat kesan kebebasan ekonomi terhadap pertumbuhan
ekonomi sesebuah negara. Sebagai contoh, kajian Heckelman (2000) mendapati wujud hubungan
yang positif antara kebebasan ekonomi dengan pertumbuhan ekonomi. Kebanyakan kajian peringkat
mikro melihat pengaruh kebebasan ekonomi terhadap pencapaian di industri perbankan sesebuah
negara (Chantapong, 2005; Heffernan dan Fu, 2008). Misalnya, kajian oleh Beach dan Kane, 2008
menyimpulkan campurtangan kerajaan yang besar terhadap sistem perbankan menyebabkan berlaku
ketidakefisenan dan menggalakkan korupsi. Di Malaysia, kajian yang dilakukan oleh Sufian dan
Habibullah (2010) mendapati semakin tinggi darjah kebebasan ekonomi secara keseluruhan (overall
economic freedom) akan meningkatkan keuntungan bank di Malaysia.
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3. METODOLOGI KAJIAN
Data

Kajian ini menggunakan maklumat kewangan syarikat yang tersenarai di Bursa Malaysia yang
merangkumi tempoh masa 11 tahun iaitu daripada tahun 2000 sehingga 2010. Data maklumat
kewangan syarikat tersebut diperolehi daripada ‘Thomson Financial Data Stream’. Sehingga tahun
2010, terdapat secara puratanya sebanyak 1428 buah firma yang tersenarai di Bursa Malaysia yang
terdiri daripada dua kategori iaitu firma patuh syariah dan konvensional,yang mana teras aktiviti
utama berbeza mengikut sektor ekonomi.. Oleh kerana status firma patuh syariah tidak bersifat mutlak
dan akan ditarik balik jika tidak memenuhi syarat yang ditetapkan (rujuk suruhanjaya sekuriti
bahagian Majlis Patuh Syariah), maka data yang dipecahkan kepada dua bahagian adalah tidak
konsisten. Ini kerana dalam tempoh 11 tahun, firma bila-bila masa boleh bertukar status. Justeru, data
yang digunakan untuk tujuan penganggaran merupakan data panel yang tidak seimbang (unbalanced
panel). Walaupun fokus kajian adalah terhadap firma patuh syariah, namun data firma konvensional
di Bursa Malaysia turut diambil kira bagi melihat perbandingan pembiayaan kewangan dengan firma
patuh syariah dan kesannya terhadap pertumbuhan firma.

Definisi dan Keterangan Pembolehubah

Pembolehubah Bersandar
Pembolehubah bersandar dalam  kajian ini adalahpertumbuhan firma yang merujuk kepada
pertumbuhan aset.. Pertumbuhan firma dikira seperti berikut:

. Aset baru - aset asal
Pertumbuhan firma = x 100

aset asal

atau

yang mana, AG ialah pertumbuhan firma (aset), dan Aialah jumlah aset.

Pembolehubah Bebas

Terdapat 3 pembolehubah bebas yang bertindak sebagai pembolehubah penerang bagi mengkaji
hubungannya dengan pembolehubah bersandar (pertumbuhan aset). Antaranya;

i. Sumber pembiayaan kewangan dalaman (internal financing) atau INF

Ia merujuk kepada aliran tunai firma yang terlibat sebagai dana dalaman bagi menggerakkan operasi
firma. Sumber kewangan dalaman dinyatakan sebagai peratusan daripada jumlah aset seperti berikut:

Aliran tunai
INF= —
Aset

Yang mana aliran tunai diperolehi daripada pendapatan sebelum cukai ditambah dengan susut nilai.
ii. Sumber pembiayaan kewangan luaran (External Financing) atau EXF

Ia merujuk kepada pinjaman jangka masa panjang yang dibuat oleh firma bagi mengerakkan operasi
firma. Formula bagi sumber pembiayaan kewangan luar adalah seperti berikut:
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Pinjaman jangka panjan
EXF = 1] Jjangka panjang

Aset
iii. Kebebasan Ekonomi atau EFR

Ia merupakan indeks yang menggambarkan darjah kebebasan ekonomi sesebuah negara. Indeks ini
diberi dalam bentuk peratusan. Semakin tinggi peratus yang diberi, semakin bebas sesuatu dasar
kerajaan terhadap aktiviti ekonomi sesebuah negara. Data indeks kebebasan ekonomi tersebut
diperolehi daripada ‘Heritage Foundation’. [lihat Jadual 4 di Bahagian Appendix]

MODEL ASAS

Untuk melihat hubungan antara pertumbuhan firma dengan sumber kewangan (kewangan dalaman
dan kewangan luaran) dan kebebasan ekonomi, model asas telah dibina seperti berikut:

AG, = a,+ B|INF, + B,EXF, + B,EFR, +¢, (1]
yang mana,

AG ialah pertumbuhan firma, 1ialah firma, dan t ialah tahun.

a ialah nilai pintasan

ol ialah nilai koefisien kewangan dalaman

INF ialah kewangan dalaman

ol ialah nilai koefisen kewangan luaran

EXF  ialah kewangan luaran

B, ialah nilai koefisen indeks kebebasan ekonomi

EFR  ialah indeks kebebasan ekonomi

£ ialah terma ralat, yang diandaikan &, = IID(0,07)

Persamaan [1] merupakan model data panel statik dengan menggunakan kesan tetap (fixed effect).

Nilai koefisien untuk setiap pembolehubah bebas dijangka adalah positif. Ini berdasarkan teori
pertumbuhan firma yang berhubung secara positif dengan pembangunan kewangan dan kebebasan
ekonomi. Ini bermakna, peningkatan dalam pembolehubah penerang akan menyebabkan peningkatan
dalam pertumbuhan firma.

PENGESANAN DATA PEMENCILAN (OUTLIERS)

Untuk mengesan data ‘outliers’, pengukuran statistik DFITS telah digunakan. Kaedah ini telah
diperkenalkan oleh Belsey et al. (1980) dan kemudian dikemaskini oleh Belsey (1991). Statistik
DFITS adalah melihat perbezaan di antara ‘di dalam sampel’ dan ‘di luar sampel’ yang mana nilai
yang dijangka untuk pemerhatian kali ke-j. (Baum, 2006). DFITS juga menilai hasil daripada
penyesuaian model regresi ‘termasuk’ dan ‘tidak termasuk’ pemerhatian. Statistik DFITS dihitung
seperti berikut:

k. e,
DFITS =, — di mana r adalah ralat standard, di mana r, = ——=—— dengan
J J J s ' _ h/

‘\'1-h
J
s, merujuk kepada ‘root mean squared error of the regression equation’ dengan pemerhatian

J.,dikeluarkan, e adalah ralat dan k,adalah nilai leveraj.
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Melalui penggunaan statistik ini, Kesannya data di dapati mengalami pengurangan cerapan sekali lagi.
Selain itu, DFITS juga menilai kesesuaian model regresi. Terdapat 3 langkah dalam ujian statistik
DFITS, pertamanya ialah mengira DFITS dalam model penganggaran terhadap pertumbuhan firma.
Keduanya ialah menyusun statistik DFITS yang dikira secara menurun dan yang ketiga ialah dengan
mengira nilai ‘cut-off’ yang dicadangkan sebagai penanda pemboleh ubah dengan mengandaikan nilai
DFITS untuk setiap ‘cut-off * = 1. Seterusnya senarai firma yang dikesan sebagai ‘outliers’ akan
diperolehi.

Pada asal kajian, terdapat sebanyak 10,703 cerapan dengan 973 buah firma secara keseluruhan yang
tersenarai di Bursa Malaysia yang terdiri daripada dua kategori iaitu firma patuh syariah dan
konvensional. Namun begitu, setelah mengambil kira faktor seperti data dan maklumat kewangan
yang tidak lengkap yang dikategorikan sebagai ‘missing values generated’, menjadikan jumlah firma
yang dicerap adalah 10,673 cerapan dengan patuh syariah melibatkan 6684 cerapan (785 buah firma
patuh syariah), manakala bagi firma konvensional melibatkan 3989 cerapan (443 buah firma
konvensional). Atas sebab itulah wujud jumlah yang tidak seragam antara cerapan keseluruhan
dengan sub cerapan yang terdiri daripada bahagian syariah dan tidak konvensional.

Memandangkan status firma patuh syariah tidak bersifat mutlak dan akan ditarikbalik jika tidak
memenuhi syarat yang ditetapkan (rujuk suruhanjaya sekuriti bahagian majlis patuh syariah), maka
data yang dipecahkan kepada dua bahagian adalah tidak konsisten. Ini kerana dalam tempoh 11 tahun,
firma bila-bila masa boleh bertukar status. Kesannya didapati wujud ketidakseragaman di antara
jumlah keseluruhan firma (firma patuh syariah dan konvensional) dan pecahan sub sektor di antara
patuh syariah dan konvensional. Justeru, permasalahan data yang seperti yang dinyatakan sebelum ini
untuk tujuan penganggaran merupakan data panel yang tidak seimbang (unbalanced panel) seperti
mana pada jadual 1.

Jadual 1: Data sebelum dan selepas pemencilan (outlier)

Kategori Firma Sebelum Selepas
pemencilan pemencilan

Keseluruhan 1428 1228

(Firma patuh syariah & Konvensional)

Firma Patuh Syariah 823 785

Firma Konvensional 605 443

4. KEPUTUSAN KAJIAN

Jadual 2 meringkaskan keputusan penganggaran penentu pertumbuhan firma. Fokus utama adalah
mengkaji pengaruh sumber kewangan (kewangan dalaman dan luaran) dan kebebasan ekonomi
terhadap pertumbuhan firma patuh syariah. Walaubagaimanapun analisa terhadap firma konvensional
turut dirumuskan sebagai asas perbandingan. Dapatan kajian bagi keseluruhan sampel menunjukkan
sumber kewangan dalaman berhubung secara positif dan signifikan pada aras keertian 1 peratus
dengan pertumbuhan firma. Misalnya, kenaikan 1% sumber kewangan dalaman menyebabkan
peningkatan 0.21% pertumbuhan firma, sebaliknya peningkatan 1% sumber kewangan luaran telah
meningkatkan pertumbuhan firma sebanyak 0.15%. Penemuan kajian ini selaras dengan kajian
Demirguc-Kunt dan Maksimovic (1998) yang mendapati pengaruh kewangan dalaman lebih dominan
berbanding dengan kewangan luaran terhadap pertumbuhan firma.

Daripada aspek kebebasan ekonomi, didapati wujud hubungan yang negatif iaitu peningkatan 1%
dalam kebebasan ekonomi telah menyebabkan pertumbuhan firma merosot sebanyak 0.014%. Ini
selaras dengan kajian yang dibuat oleh Sufian dan habibullah (2010) yang mendapati wujud hubungan
negatif antara kebebasan monetari (sub daripada kebebasan ekonomi keseluruhan) dengan pencapaian
bank — bank di Malaysia. Memandangkan pencapaian bank yang baik juga mewakili pertumbuhan
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firma sesebuah bank, maka penemuan empirikal mendapati semakin tinggi campurtangan kerajaan
dalam pasaran sebenarnya berupaya meningkatkan keuntungan bank ( pertumbuhan firma) di
Malaysia. Ini berasaskan rasional iaitu dasar monetari yang stabil dan boleh dipercayai (reliable)
akibat kurangnya kebebasan ekonomi menggalakkan dan merangsang pelaburan, simpanan dan pelan
jangka masa panjang.

Regresi Sub Sampel

Jadual 2 [kolum kedua dan ketiga] meringkaskan keputusan penganggaran model pertumbuhan firma
patuh syariah dan konvensional. Dapatan kajian menunjukkan pertumbuhan firma patuh syariah
berhubungan positif dan signifikan dipengaruhi oleh sumber kewangan dalaman dan luaran.
Pertumbuhan firma patuh syariah lebih sensitif dipengaruhi oleh sumber kewangan dalaman
berbanding dengan sumber kewangan luaran.. Buktinya, peningkatan 1% kewangan dalaman telah
meningkatkan pertumbuhan firma sebanyak 0.4%. Sebaliknya, peningkatan sumber kewangan luaran
sebanyak 1% hanya meningkatkan pertumbuhan firma sebanyak 0.14%. Sebaliknya, kebebasan
ekonomi berhubungan negatif dan signifikan mempengaruhi pertumbuhan firma patuh syariah.
Contohnya, peningkatan 1% indeks kebebasan ekonomi telah mengurangkan pertumbuhan firma
patuh syariah sebanyak 0.013%.

Bagi firma konvensional, sumber kewangan (dalaman dan luaran) juga menunjukkan hubungan yang
positif dan signifikan mempengaruhi pertumbuhan firma pada aras keertian 1%. Walau
bagaimanapun, pertumbuhan firma konvensional lebih sensitif dipengaruhi oleh kewangan luaran
berbanding dengan kewangan dalaman. Sebagai contohnya, peningkatan 1% kewangan luaran telah
meningkatkan pertumbuhan firma sebanyak 0.28% berbanding kewangan dalaman yang hanya
meningkatkan pertumbuhan firma sebanyak 0.18%. Dapatan kajian ini selaras dengan kajian
Demirguc-Kunt dan Maksimovic (1998) yang mendapati pembiayaan daripada sumber kewangan
luaran cenderung menyebabkan pertumbuhan firma yang lebih besar berbanding dengan pembiayaan
sumber dalamam. Pertumbuhan firma konvensional berhubungan positif dengan kebebasan ekonomi,
tetapi secara statistiknya tidak signifikan. Ini menjelaskan pertumbuhan firma konvensional tidak
dipengaruhi oleh tahap kebebasan ekonomi negara.
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Jadual 2: Penentu Pertumbuhan Firma: Penganggaran Data Panel Statik — Model Kesan Tetap

Pembolehubah | Keseluruhan
bersandar: (Firma Patuh Syariah Firma Patuh Syariah Firma Konvensional

& Konvensional)
Pertumbuhan
firma (aset)
Pembolehubah | Koefisien | Nilai | Nilai-p Koefisien | Nilai- | Nilai -p | Koefisien | Nilai | Nilai-p
tak bersandar: | (ralat -t (ralat t (ralat -t

piawai) piawai) piawai)
Pembiayaan 0.207 15.47 | 0.000*** | 0.395 20.22 | 0.000%** | 0.186 9.31 | 0.000%**
kewangan (0.013) (0.019) (0.020)
dalaman
Pembiayaan 0.015 2.89 | 0.004%** | 0.138 2.87 | 0.004*** | 0.276 238 | 0.018%**
kewangan (0.052) (0.048) (0.116)
luaran
Kebebasan -0.014 -5.24 | 0.000%** | -0.0135 -5.63 | 0.000%** | 0.006 0.80 | 0.426
ekonomi (0.003) (0.002) (0.008)
R’ 0.0443 0.0651 0.0279
Bilangan 10, 673 cerapan 6684 cerapan 3989
pemerhatian
Bilangan 1228 785 443
kumpulan

Nota: Pembolehubah bersandar ialah pertumbuhan firma. Pembolehubah bebas ialah pembiayaan
kewangan dalaman, pembiayaan kewangan luaran dan kebebasan ekonomi. Tanda aras keertian ***
adalah signifikan pada aras keertian 1%, **signifikan pada aras keertian 5%, dan * signifikan pada
aras keertian 10%.

Angka dalam kurungan ialah ralat piawai.

S. RUMUSAN DAN IMPLIKASI

Kajian empirikal mengenai hipotesis kewangan menerajui pertumbuhan (finance-led growth
hypothesis) pada peringkat makro telah pun dikaji dengan mendalam oleh penyelidik sama ada di
negara maju mahupun di negara sedang membangun. Walau bagaimanapun, kajian pada peringkat
data mikro (data firma) belum lagi dikaji dengan mendalam, terutama bagi kes negara Malaysia.
Maka, ketandusan literatur ini telah memberikan motivasi kajian untuk menerokai pengaruh faktor
kewangan firma (kewangan dalaman dan luaran) terhadap pertumbuhan firma patuh syariah dan
konvensional yang tersenarai di Bursa Malaysia. Kaedah data panel statik dengan menggunakan
model kesan tetap telah digunakan untuk menganggar fungsi pertumbuhan firma.

Dapatan kajian dapatlah diringkaskan seperti berikut. Pertama, pertumbuhan firma patuh syariah dan
konvensional signifikan dan berhubungan positif dengan kewangan dalaman dan kewangan luaran. Ini
menunjukkan sumber pembiayaan sama ada dana dalaman atau dana luaran adalah pra syarat kepada
perkembangan firma. Kedua, pertumbuhan firma patuh syariah lebih sensitif dipengaruhi oleh sumber
kewangan dalaman berbanding dengan sumber kewangan luaran. Sebaliknya, pertumbuhan firma
konvensional lebih sensitif kepada sumber kewangan luaran berbanding dengan kewangan dalaman.
Penemuan kajian ini menunjukkan firma patuh syariah perlu meningkatkan pembiayaan daripada
sumber dalaman untuk mencapai kelangsungan pertumbuhan pada masa hadapan. Ketiga,
pertumbuhan firma patuh syariah signifikan dan berhubungan negatif dengan kebebasan ekonomi,
sebaliknya, pertumbuhan firma konvensional tidak signifikan dipengaruhi oleh kebebasan ekonomi.
Keputusan ini menunjukkan semakin tinggi tahap kebebasan ekonomi, maka semakin terjejas
pertumbuhan firma patuh syariah, sebaliknya, kebebasan ekonomi yang tinggi tidak menggugat
prestasi pertumbuhan firma konvensional.
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Penemuan kajian ini memberikan beberapa implikasi penting kepada pelaksanaan dasar. Pertama,
firma patuh syariah sewajarnya meningkatkan pembiayaan melalui sumber kewangan dalaman untuk
meningkatkan pertumbuhannya. Ini memberi isyarat bahawa, firma patuh syariah mengalami
kekangan kewangan kerana terpaksa bergantung kepada kewangan dalaman untuk mendapatkan dana.
Sebaliknya, firma konvensional tidak perlu terlalu bergantung kepada kewangan dalaman, kerana
mereka mempunyai profil kredit yang kukuh untuk mendapatkan pembiayaan daripada sumber luaran.
Kedua, Majlis Penasihat Syariah di Suruhanjaya Sekuriti dan di Bank Negara Malaysia (BNM),
perlulah memantau dana yang diperolehi daripada sumber luaran kerana berkemungkinan terdedah
daripada unsur riba. Justeru, langkah atau peraturan dengan meletakkan nisbah yang tinggi terhadap
pembiayaan kewangan dalaman adalah satu langkah yang pragmatik untuk mengelakkan unsur riba
daripada aktiviti pinjaman daripada sumber luaran.
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Jadual 3: Bilangan firma patuh syariah dan konvensional yang tersenarai di Bursa Malaysia
dari tahun 2000 - 2010

Tahun Bilangan Firma Patuh | Bilangan = Firma | Peratusan lulus
Syariah Konvensional syariah (%)
2000 604 185 77
2001 627 177 78
2002 652 176 79
2003 704 170 81
2004 812 165 83
2005 826 159 84
2006 886 143 86
2007 876 147 86
2008 843 145 85
2009 846 113 88
2010 847 113 88

Sumber: Diubahsuaikan dari Laporan Suruhanjaya Sekuriti Malaysia.

Jadual 4: Indeks darjah kebebasan ekonomi

Tahun Indeks kebebasan
ekonomi
keseluruhan (%)

2000 66

2001 60.2

2002 60.1

2003 61.1

2004 59.9

2005 619

2006 61.6

2007 63.8

2008 639

2009 64.6

2010 64.8

Sumber: Heritage Foundation
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THE REAL DETERMINANTS OF FINANCIAL CRISIS AND HOW TO RESOLVE IT IN
ISLAMIC ECONOMICS PERSPECTIVE

Ascarya'

ABSTRACT

The ongoing global financial crisis, which was triggered by US subprime mortgage crisis since 2007
and has spread to some EU countries, is just a repeat of previous financial crises. The new financial
crisis usually has wider, deeper and more devastating impacts on the economy and the people. In the
history of capitalism, there have actually been crises almost continuously for the past 200 years
except for during one short period, 1945-1971, under Bretton Woods Agreement. Failing to learn the
lessons from history will assure that the crises will continue to hobble the financial system. This study
applies Vector Error Correction Model (VECM) to determine and compare conventional and Islamic
quantitative variables of the financial crisis, as well as to analyze the impact of the real determinants
of financial crisis to output and inflation.

The results show that the real determinants of financial crisis are structural in unstable monetary
system (interest system and fiat money system), poor governance (administered price), and
unsustainable fiscal system (volatile food), as well as misbehavior of economic actors (expectation).
Interest system (Monetary) is the number one determinant of financial crisis with 43.66% share in
inducing inflation and 24.85% share in curbing economic growth, followed by administered price
(Governance) with 14.41% share in inducing inflation and 5.33% share in curbing economic growth,
fiat money (Monetary) with 5.54% share in inducing inflation and 13.49% share in curbing economic
growth, and volatile food (Fiscal) with 5.79% share in inducing inflation and 9.11% share in curbing
economic growth. Meanwhile, the best cure of financial crisis is single global currency (External) and
just money (Monetary) using gold standard with 8.03% share in curbing inflation and 3.50% share in
inducing economic growth, followed by profit-and-loss sharing (Monetary) with 0.02% share in
curbing inflation and 0.09% share in inducing economic growth.

Keywords: Financial crisis, Islamic economic perspective, VECM

1. INTRODUCTION

The ongoing global financial crisis, which was triggered by US subprime mortgage crisis since 2007
and has spread to some EU countries, is just a repeat of previous financial crises. The new financial
crisis usually has wider, deeper and more devastating impacts on the economy and the people than
those of previous ones. In the history of capitalism, there have actually been crises almost
continuously for the past 200 years except for during one short period, 1945-1971, under Bretton
Woods Agreement. Failing to learn the lessons from history will assure that the crises will continue to
hobble the financial system. One aphorism says that those who cannot remember the past are
condemned to repeat it (Financial Crisis Inquiry Commission-FCIC, 2011; pp.444). Under Islamic
tradition, Muslims should not make the same mistake twice, as mentioned in Al Qur’an at the end of
surah Al Bagarah [2]:275.

The first financial crisis has been recorded in England 1825 and 1837. In the past century, financial
crises started to erupt in 1915 and the world entered into great depression in 1929 as well as two
world wars. After World War II, the world entered into new international monetary arrangement

! Ascarya is a Senior Researcher at Center for Central Banking Research and Education, Bank Indonesia.
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under Bretton Woods Agreement (BWA) in 1945. Unfortunately, BWA collapsed in 1971 and
financial crises have spread wider all over the world. There is no one country that could escaped from
financial crisis, even for some countries that have generally followed some sound fiscal and monetary
policies (Chapra 2008). Moreover, financial crises have happened not because of cyclical or
managerial failures, but because of structural failures in various countries under very different
regulatory systems as well as at different stages of economic development (Lietaer, et al., 2009).

A new database of financial crises in the period of 1970-2011 can be read in Laeven and Valencia
(2012) which covers 147 banking crises, 218 currency crises (10 episodes in 2008-2011), and 66
sovereign debt crisis, including 68 twin crises and 8 triplet crises.

Figure 1.1: Simultaneous Crises in the Period of 1970 — 2011

Banking
Crises

Debt
Crises

Currency
Crises

Source: Laeven and Valencia (2012), with correction.

Indonesia is no exception. Multi-dimensional crisis has hit Indonesia in 1997-1998, inflation has
jumped up to 64% and Rupiah value has plummeted from Rp2600/US$ to Rp11000/US$, while
economic growth has contracted to 13.1% (Ascarya, 2011). All sectors in the economy have
contracted significantly. Moreover, rapid currency depreciation had made public debt to reach US$60
billion in November 1997, which imposed severe strains on the government's budget. Indonesia has
suffered the most with fiscal cost reached 56.8% of GDP, while output loss reached 67.9% of GDP
(Laeven and Valencia, 2008).

It seems that they have not learned the lessons yet on how to eradicate and/or control the financial
crisis. Even though financial crisis has been repeated again and again, none of those affected countries
has become economically stronger and more stable. Lipson (2010) argues that the current financial
crisis is just a rerun of previous crises from which we have failed to learn our lessons.

Clearly, the current financial system has fundamental flaws which make it unstable and susceptible to
financial crisis. This study aims to determine root causes of financial crisis from Conventional and
Islamic perspectives using Vector Error Correction Model (VECM) using Indonesian data and
propose real remedies to cure the financial crisis permanently and to avoid the similar mistakes in the
future, so that financial crisis will not repeated again and again.

2. LITERATURE REVIEW

2.1 Theory of Financial Crisis

The development of financial crisis theory under conventional economic perspective was inspired by
currency crises which initially occurred in England in 1825 and 1837. The theory mostly views the
crisis from macro perspective, which has been developed from first-generation model, second-
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generation model, and third-generation model. Other alternative theories include Austrian business
cycle theory, Minsky’s theory, world system theory, coordination game, herding model and learning
model. On the other hand, viewed from Islamic economic perspective, financial crisis is a result of the
transgressions of God’s laws by economic actors which cause disruption in the balance of economic
system, especially in the form of riba (usury or interest), maysir (gambling and game of chance or
speculation) and gharar (excessive uncertainty) in their many forms.

2.1.1 First-Generation Model

First-generation model views financial crisis is originated from currency crisis or balance of payments
crisis, which is caused by macroeconomic imbalances due to weak economic fundamentals. Under
this model, the collapse of fixed exchange regime is due to unsustainable fiscal policy. The classic
first-generation model was first proposed by Krugman (1979) and later by Flood and Garber (1984).
These classic models have been extended, among others, by Obstfeld (1986), Calvo (1987), Drazen
and Helpman (1987) and van Wijnbergen (1991), which incorporate consumer optimization and
government’s intertemporal budget constraint. Under fixed exchange rate regime the government
should set the amount of money supply fixed in accordance with fixed exchange rate. This
requirement would severely limit the ability of the government to raise seigniorage revenue from
printing fiat money. Therefore, when the government runs persistent primary deficits (this is the
hallmark of first-generation model), it has to use foreign reserves or borrow continuously. In the long
run, this is not feasible, so that the government would have to print more money, which would lead to
the collapse of fixed exchange regime (Flood and Marion, 1999).

Viewed from Islamic economic perspective, the root causes of first-generation financial crisis are
international monetary system based on multiple fiat currency system, interest system, excessive fiat
money supply, excessive fiscal deficits, excessive debt, expectation and speculation. The emphasize
of first-generation model is currency crisis due to the debasement of currency, where fiat currency
does not have any back up assets, to create the seigniorage necessary for a rational system of
government money. The issuance of fiat money creates a new purchasing power out of nothing.
Therefore, fiat money gives unfair benefit, usually known as seigniorage, to the money issuer
authority. The creation of benefits without any counter value (‘‘iwad) in terms of ownership risk
(ghurmi), value added (ikhtiyar), or liability (daman) are categorized as riba by Ibnu Arabi.

2.1.2 Second-Generation Model

The second generation model is developed based on the drawbacks of the first generation model and
suggests the central role of expectations and coordination failure among creditors, so the crisis could
occur independent of soundness of economic fundamentals. This model was first proposed by
Obstfeld and Rogoff (1986). When investors have doubts about whether the government is willing to
maintain its exchange rate peg, this model generally will exhibit multiple equilibriums, so speculative
attacks due to self-fulfilling prophecies may be possible. This means the reason investors attack the
currency is that they expect other investors to attack the currency. One example is the model proposed
by Obstfeld (1994 and 1996), where the central bank minimizes a quadratic loss function that depends
on inflation and on the deviation of output from its natural rate (the detailed discussion of this type of
loss function can be seen in Barro and Gordon, 1983). Ali (2006&2007) mentioned that in the context
of a banking crisis it means that irrespective of solvent position of a bank (or of the banking sector as
a whole) if a random event can adversely change the collective expectations of the depositors (i.e., its
creditors) then it can precipitate a run on the bank and on the banking system. Thus there can be a
range of economic fundamentals over which this type of a pure liquidity crisis can occur. Blanchard
(2009) adds that there also exists modern version of bank runs. In traditional bank runs, it was the
depositors that took their money out of the banks. In modern bank runs, troubled financial institutions
can no longer finance themselves on money market (short-term wholesale funding). The result is
however the same as in the old bank runs: Faced with a decrease in their ability to borrow, institutions
have to sell their assets at ‘fire sale prices’.

202



Viewed from Islamic economic perspective, the root causes of second-generation financial crisis are
expectation, speculation, fractional reserve banking system, leverage system, non-performing loan,
troubled financial institutions, and interest system. The emphasize of second-generation model is
banking crisis due to fractional reserve banking system (in commercial banking) and leverage system
(in investment banking and shadow banking), which create bank money similar to fiat money
creation. For illustration, the leverage ratios of Lehman Brothers and Goldman Sachs before they
went bankrupt were 30 and 26, respectively. Some European banks had even a higher leverage: BNP
Paribas at 32; Dexia and Barclays’ leverage ratios are both estimated at about 40; UBS’ at 47; and
Deutsche Bank’s a whopping 83 (Lietaer, et al., 2009). Similar to fiat money creation, bank money
creation through fractional reserve or leveraging is considered riba.

2.1.3 Third-Generation Model

The third-generation model is built on the shortcomings of the second-generation model by redefining
the fundamentals more broadly to include micro incentives and policies. This model emphasizes the
role of the financial sector in causing currency crises and propagating their effects, since many
currency crises coincide with crises in the financial sector (see Diaz-Alejandro, 1985; Kaminsky and
Reinhart, 1999). Some other models allow interaction between fundamentals and beliefs so that a
crisis is triggered by both factors working together not by any one in isolation (Ali, 2006&2007).
Keywords of third-generation model of financial crisis are mismatches in currency and in the
characteristics of financial institutions, such as liquidity and maturity mismatches, so that Eichengreen
and Hausmann (1999) argue that currency mismatches are an inherent feature of emerging markets.
However, when there exist government guarantees, it is optimal for banks and firms to expose
themselves to currency risk (McKinnon and Pill, 1996; and Burnside, et al., 2001). Therefore,
different third-generation models explore various mechanisms through which balance-sheet exposures
may lead to a currency and banking crisis. Burnside, et al. (2004) argue that government guarantees
lead to the possibility of self-fulfilling speculative attacks, while Chang and Velasco (2001) state that
liquidity exposure leads to the possibility of a Diamond and Dybvig (1983) style bank run. Moreover,
Caballero and Krishnamurthy (2001) find that firms face a liquidity problem because they finance
risky long-term projects with foreign loans but have access to limited amounts of internationally
accepted collateral.

Viewed from Islamic economic perspective, the root causes of third-generation financial crisis are
international monetary system based on multiple fiat currency system, fractional reserve banking
system, leverage system, currency, liquidity and maturity mismatches, interest system, expectation
and speculation. The emphasize of third-generation model is currency mismatch due to multiple fiat
currency system, as well as liquidity and maturity mismatches due to fractional reserve banking
system (in commercial banking) and leverage system (in investment banking and shadow banking),
where both of them have been categorized previously as riba.

2.14 Austrian Business Cycle Theory

Austrian business cycle theory (ABCT) emerges from Austrian school of thought, which assumes that
money is not neutral and financial flows are a mere mirror of what is happening in the real economy
(Zelmanovitz, 2011). The main proponents of the Austrian business cycle theory historically were
Ludwig von Mises and Friedrich Hayek followed by Murray Rothbard, James Keeler and Roger
Garrison to name a few. Hayek won a Nobel Prize in economics in 1974 (shared with Gunnar Myrdal)
in part for his work on this theory. Austrian business cycle theory, or preferably called credit cycle by
Austrian economists, can be divided into four stages, namely, expansion, crisis, recession and
recovery. Expansion stage starts when low interest rates or expansionary monetary policy tend to
stimulate borrowing or credit expansion from the banking system to businesses and individual
borrowers, which causes an expansion of the money supply through the money creation process in a
fractional reserve banking system. In this stage production and prices increase. Subsequently, this
leads to unsustainable credit-sourced boom during which the artificially stimulated borrowing seeks
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out diminishing investment opportunities, which results in widespread mal-investments causing
capital resources to be misallocated into areas that would not attract investment if the money supply
remained stable. Crisis stage starts with a correction (or credit crunch or recession or bust) that occurs
when exponential credit creation cannot be sustained. The money supply suddenly and sharply
contracts. In this stage stock exchanges crash and multiple bankruptcies occur. Recession stage
follows after the crisis when output and prices drop and interest rates increase. Recovery stage start
when markets finally “clear” and causing resources to be reallocated back towards more efficient
uses. In this stage stocks recover due to the fall in prices and incomes. Recovery and prosperity are
associated with increases in productivity, consumer confidence, aggregate demand and prices.

Viewed from Islamic economic perspective, the root causes of ABCT financial crisis are fiat money
system, fractional reserve banking system, leverage system, interest system, excessive credit creation,
adverse selection, moral hazard, mal-investments, expectation and speculation. The emphasize of
ABCT is excessive credit creation due to fractional reserve banking system, which is considered as
riba, as well as expectation and adverse selection leading to mal-investments and finally causes stock
market crash, due to expectation and speculation, which are considered as maysir and are prohibited
in Islamic perspective.

2.1.5 Minsky’s Theory

Hyman Minsky hypothesizes that the capitalistic economy has an inherent tendency to develop
instability/fragility (also known as Financial Instability Hypothesis). High fragility leads to a higher
risk of a financial crisis, which culminates in severe economic crises. The key mechanism that pushes
the economy towards a crisis is the accumulation of debt. To facilitate his theory, Minsky makes a
distinction between three types of firms as borrowers. The first type he labels hedge borrowers who
can meet all debt payments from their cash flows. The second type is speculative borrowers who can
meet interest payments but must constantly roll over their debt to be able to repay the original loan.
The third group of borrowers Minsky labeled Ponzi borrowers; they can repay neither the interest nor
the original loan. These borrowers rely on the appreciation of the value of their assets to refinance
their debt. Ponzi borrowers lead to the most fragility.

The level of financial fragility moves together with the business cycle. In time of recession, firms only
borrow as much as they can payback from their cash flows (in other words, they can only act as hedge
borrower). As economic condition getting better and businesses grow, expected profits increase and
firms tend to raise their level of debt beyond their ability to repay. However, they believe that profits
will rise and the debt will eventually be repaid without much trouble. The rising profit attracts other
firms or entrepreneurs to join in and encourages them to raise their level of debt. More debt leads to
more investment, borrowers’ financial health show visible improvement, the economy grows further,
and this makes lenders more eager to lend to firms even without full guarantees of success.

As time goes by, the pace of debt accumulation starts to rise much faster than borrowers' ability to
repay and serve the debt. This is Ponzi financing. In this way, the economy has taken on much risky
credit. At this stage, the foundation for an economic bust is set in motion, started with the default of
some big firms, which make lenders realize the actual risks in the economy and stop giving credit.
Refinancing becomes impossible for many, and more firms default. If no new money comes into the
economy to allow the refinancing process, a real economic crisis begins. During the recession, firms
start to hedge again, and the cycle is closed. Many economists, such as Wray (2009a and 2009b) and
Prychitko (2010), argue that current global financial crisis could be called the ‘Minsky Moment’ or
‘Minsky Crisis’.

Viewed from Islamic economic perspective, the root causes of Minsky crisis are fiat money system,
fractional reserve banking system, leverage system, interest system, excessive debt, expectation,
speculation, moral hazard, adverse selection, and fraud. The emphasize of Minsky’s theory is
expectation and speculation in relation to speculative borrowers, as well as fraud in relation to Ponzi
borrowers. All of these could lead to banking crisis due to credit defaults and stock market crash due
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to firms’ bankruptcies. Therefore, Minsky’s crisis is caused by the intertwined among riba, maysir
and fraud, which are all prohibited in Islamic perspective.

2.2 Previous Studies

Studies on current global financial crisis from conventional economic perspective are plenty, covering
several school of thoughts, such as, mainstream (neo classic and new Keynesian), Austrian, binary
economics and other minor views. There is an official report from Financial Crisis Inquiry
Commission - FCIC (2011) which comprises of 22 chapters divided into five parts, as well as two
dissenting views. There is an edited book by Kolb (2011) which comprises of 78 papers grouped in 11
parts. There is one special volume of Cambridge Journal of Economy, volume 33 (2009) which
comprises of 15 papers. There is a CEPR (Centre for Economic Policy Research) publication edited
by Felton and Reinhart (2008) which includes 38 papers divided into three parts. Since 2008, there
have been more than 100 working papers of IMF and more than 25 working papers of NBER which
study global financial crisis and its impacts from many different perspectives.

Meanwhile, studies on current global financial crisis from Islamic economic perspective are also
plenty but not as many as those of conventional economic perspective. The Task Force on Islamic
Finance and Global Financial Stability, organized by Islamic Development Bank — IDB, published a
report on Islamic finance and global financial stability (2010), which discusses the resilience of
Islamic finance against global financial crisis. There is one special volume of International Journal of
Islamic and Middle Eastern Finance and Management, volume 3 number 4 (2010) which comprises of
8 papers. There is a compilation book by Islamic Economic Research Center, King Abdulaziz
University - IERC-KAU (2009), which includes 18 papers of prominent Islamic economic and
finance scholars. There are also many studies from various journals which discuss financial crisis. The
summary of conventional and Islamic literatures which relate financial crisis with several root causes
mentioned in the theory of financial crisis can be read in table 2.1.

Table 2.1: Root Causes of Financial Crisis in Conventional and Islamic Literatures

VARIABLE CONVENTIONAL ISLAMIC
BEHAVIOR
-Maysir Marthinsen (2010:p. 59), Bardhan Trabelsi (2011: p.17), Almoharby (2011:
(speculation) (2010: p.19), Burnside, et al. (1998: | p.106), Ghoul (2011: p.58-59), Ahmed
3), Crotty (2009:p.577), Pereira (2010: p.307), Hassan & Kayed (2009:

(2010:p.4), Prychitko (2010:p.205) p-36), Farooq (2009: p.8), Siddiqi (2009:
p-8), Seidu (2009: p.29), Al-Masri (2009:
p-290), Chapra (2008: p.16), Chapra
(2007: p.164&166), Meera & Larbani
(2004: p.10-11), Ahmed (2001: p.30),
Oguz & Tabakoglu (1991: p.66), Zarqa
(2009: p.247)

-Criminal Acts Marthinsen (2010:p.59), Jalilvand & | Hassan & Kayed (2009: p.36), Mirakhor

Malliaris (2010: p.139), Pereira & Krichene (2009: p.29), Seidu (2009:
(2010:p.12&18), Soral, et al. p-30), Ali (2006&2007: p.26), Garcia, et
(2006:p.179-180) al. (2004: p.1), Bashar (1997: p.48),

Sabzwari (1984: p.3)

- Expectation Harvey (2010: p.2 & 27), Corsetti, e | Siddigi (2009: p.8)
al. (1999: p.306)

EXTERNAL

-Intl. Multiple Corsetti, et al. (1999: p.3006), Trabelsi (2011: p.17), Meera & Larbani
Fiat Currency Eichengreen & Hausmann (1999: p.2)| (2004: p.12), Ahmed (2001: p.10)
System
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GOVERNANCE

-Price Control

Rothbard (2009: p.1075-1076) ,
Rothbard (1995: p.124)

Khan & Thaut (2008: p.11), Azid, et al.
(2008: p.61), Igbal & Khan (2004: p.2),
Kahf (2000: p.9), Oguz & Tabakoglu
(1991: p.64)

MONETARY

-Riba (interest or
usury)

Lietaer & Dunne (2013:p.41-42),
Bragues (2010: p.4-5), Kremer
(2008:p.27-28), Shakespeare
(2007:p.91-101), Shakespeare &
Challen (2002:p.215-217)

Othman, et al. (2012: p.10), Trabelsi
(2011: p.17), Ghoul (2011: p.58-59),
Ahmed (2010: p.307), Smolo & Mirakhor
(2010: p.375), Hassan & Kayed (2009:
p-50), Mirakhor & Krichene (2009: p.9),
Siddiqi (2009: p.6), Seidu (2009: p.29),
Al-Masri (2009: p.289), Thaker & Azam
(2009: p.10), IAIE (2009: p.267), Chapra
(2008: p.3), Chapra (2007: p.162), Igbal
& Khan (2004: p.2), Ahmed (2001: p.30),
Oguz & Tabakoglu (1991: p.66), Zarqa
(2009: p.251)

-Fiat Money Lietaer & Dunne (2013:p.23-36), Trabelsi (2011: p.17), Thaker & Azam
Shakespeare (2007:p.79-90) , (2009: p.10), Hassan & Kayed (2009:
Shakespeare & Challen (2002:p.213), | p.37), Meera & Larbani (2004: p.10)
Hoppe (1994: p.74), Rothbard (1990:
43-45)

-Fractional Lietaer & Dunne (2013:p.25&39), Othman, et al. (2012: p.12), Trabelsi

Reserve Banking

Bragues (2010: p.6) , Shakespeare
(2007:p.79-90) , Nuri (2002:p.31-46),
Shakespeare & Challen (2002:p.213-
214), Hoppe (1994: p.74), Rothbard
(1990: 26), Bagus & Howden
(2010:p.33&36)

(2011: p.17), Farooq (2009: p.8),
Mirakhor & Krichene (2009: p.14-15),
Thaker & Azam (2009: p.10), Meera &
Larbani (2004: p.10), Garcia, et al. (2004:

p.D)

-Leverage Gorton & Metrick (2012:p.21), Trabelsi (2011: p.17), Ahmed (2010:
Bragues (2010: p.4), Marthinsen p-318), Smolo & Mirakhor (2010: p.372),
(2010:p.59), Demiyanyk (2010: p.92),| Hassan & Kayed (2009: p.36), Mirakhor
Bardhan (2010: p. 19), Georgiou & Krichene (2009: p.26), Siddiqi (2009:
(2009: p.3), Shakespeare (2007:p.79- | p.3), Seidu (2009: p.28), Ahmed (2009:
90), Pereira (2010:p.12) p-15), Chapra (2008: p.2), Chapra (2007:
p.165&166)
FISCAL
-Excessive Reinhart & Rogoff (2010: p.2), Othman, et al. (2012: p.9), Chapra (2007:
Government Reinhart & Rogoff (2009: p.1&3), p.163), Ali (2006&2007: p.9), Igbal &
Debt Corsetti, et al. (1999:p.306); Khan (2004: p.34&95), Khan (2001:
Burnside, et al. (1998: p.3), Park p-253)
(2009:p.125)
-Poor Mgt. of Rothbard (2009: p.137-142) Chapra (2007: p.163), Oguz & Tabakoglu
Strategic (1991: p. 64)
Commodities
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3. RESEARCH METHOD

3.1 Data

This study will apply quantitative method, namely, Vector Error Correction Model (VECM), which
needs time series quantitative data. This quantitative data needed by VECM method will be monthly
time series secondary data of March 2004 to June 2012 obtained from several resources, such as Biro
Pusat Statistik (BPS), Indonesian Economic and Finance Statistics of Bank Indonesia (SEKI-BI),
Syariah Banking Statistics of Bank Indonesia (SPS-BI), Banking Statistics of Bank Indonesia (SPI-
BI), Jakarta Stock Exchange (JSX) and Ministry of Energy and Mineral Resources (KESDM).

3.2 Vector Error Correction Model (VECM)
3.2.1 VECM Overview

The methodology to be used is Vector Auto Regression (VAR), followed by Vector Error Correction
Model (VECM), if cointegration occurred. VAR is an n-equation with n-endogenous variable, where
each variable is explained by its own lag, as well as current and past values of other endogenous
variables in the model. Therefore, in the context of modern econometrics, VAR is considered as
multivariate time series that treats all variables endogenous, since there is no confidence that a
variable is actually exogenous, and VAR allows the data to tell what actually happen. Sims (1980)
argue that if there is true simultaneity among a set of variables, they should all be treated on an equal
footing and there should not be any a priori distinction between endogenous and exogenous variables.
Enders (2004) formulates a simple first-order bivariate primitive system that can be written as
follows.

Yo =by bz, + 7YtV T E, (3.1)

2, =byy =Dy, + V0V F V02t €4 (32)

With assumptions that both y, and z, are stationary, ¢,, and ¢, are white noise disturbances with
standard deviations of o, and o, respectively, and ¢,, and ¢, are uncorrelated white-noise disturbances.
Meanwhile, the standard form of the above primitive form can be written as follows.

Yo =0 +tayy,, a4z, te, (3.3)
T, =0y +ayY,, +ayng,, e, (34

Where, e, and e, are composites of ¢y, and ¢,. The primitive form is called structural VAR, while the
standard form is called VAR. The detailed transformation from primitive form to standard form can
be read in Enders (2004). In short, according to Achsani et al., 2005, the general VAR model
mathematically can be represented as follows.

k
Xo=u+) A+X +e, (3.5)

i=1

Where x, is a vector of endogenous variables with (n x 1) dimension, x, is a vector of exogenous
variables, including constant (intercept) and trend, A; is coefficient matrix with (n x n) dimension, and
& 1s a vector of residuals. In a simple bivariate system y, and z,, y, is affected by current and past value
of z,, while z, is affected by current and past value of y,.

VAR provides systematic ways to capture dynamic changes in multiple time series, and possess
credible and easy to understand approach for describing data, forecasting, structural inference, and
policy analysis (Stock and Watson, 2001). VAR provides four tools of analysis, namely, forecasting,
impulse response function (IRF), forecast error variance decomposition (FEVD) and Granger
causality test. Forecasting can be used to extrapolate current and future values of all variables by
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utilizing all past information of the variables. IRF can be used to trace current and future responses of
each variable to the shock of certain variable. FEVD can be used to predict the contribution of each
variable to the shock or changes of certain variable. Meanwhile, Granger causality can be used to
determine the causal relationship among variables.

Like any other econometric models, VAR also comprises a series of process of model specification
and identification. Model specification includes the selection of variables and their lag length to be
used in the model. While, model identification is to identify the equation before it can be used for
estimation. There are several possible conditions encountered in the identification process.
Overidentified condition will be obtained if the number of information exceeds the number of
parameter to be estimated. Exactly identified or just identified condition will be obtained if the number
of information and the number of parameter to be estimated is equal. Meanwhile, underidentified
condition will be obtained if the number of information is less than the number of parameter to be
estimated. Estimation process can only be carried out under overidentified and exactly identified or
Jjust identified conditions.

The advantages of VAR method compared to other econometric methods, among others, are
(Gujarati, 2004 and Enders, 2004): 1) VAR method is freed from various economic theory restrictions
that often exists, such as spurious variable endogeneity and exogeneity; 2) VAR develops model
simultaneously within complex multivariate system, so that it can capture all relationships among
variables in the equation; 3) Multivariate VAR test can avoid biased parameters due to exclusion of
relevant variables; 4) VAR test can detect the relationships among variables within equation system
by treating all variables endogenous; 5) VAR method is simple where one does not have to worry
about determining which variables are endogenous and which ones exogenous, since VAR treats all
variables endogenous; 6) VAR estimation is simple where the usual OLS method can be applied to
each equation separately; and 7) The estimate forecasts obtained are in many cases better than those
obtained from other more complex simultaneous-equation models.

Meanwhile, the disadvantages and problems of VAR model, according to Gujarati (2004), are: 1)
VAR model is a-theoretic, since it uses less prior information, unlike simultaneous-equation model
where exclusion and inclusion of certain variables plays a crucial role in the identification of the
model; 2) VAR model is less suited for policy analysis, due to its emphasis on forecasting; 3)
Choosing the appropriate lag length is the biggest practical challenge in VAR modelling, especially
when there are too many variables with long lag-length, so that there will be too many parameters that
will consume a lot of degree of freedom and require a large sample size; 4) All variables should be
(jointly) stationary. If not, all data should be transformed appropriately, e.g. by first-differencing.
Long-term relationships will be lost in the transformation of data level needed in the analysis; and 5)
Impulse Response function (IRF) is the centrepiece of VAR analysis, which has been questioned by
researchers.

To overcome the drawback of first difference VAR and to regain the long-term relationships among
variables, vector error correction model (VECM) can be applied, provided that there are
cointegrations among variables. The trick is to reincorporate original equation in level into the new
equation as follows.

Ay, = by, +b, Ay, +b,Az,, - j~(yt—1 —ay —ap Y, ~ alZZt—l)+ €y (3.6)

Az, =Dy + b, Ay, +DpAz, | — }“(Zz—l —dyy =y Y, A%, ) tE, (3.7)

Where a is long-term regression coefficient, b is short-term regression coefficient, 4 is an error
correction parameter, and the phrase in the bracket shows the cointegration between variables y and z.
The general VECM model mathematically can be represented as follows (Achsani et al, 2005).

(3.8)

t

k-1
Ax, = u, +]]x,_, + Z IAx,  +¢
i=1
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Where, IT and I" are functions of A;. The matrix I can be decomposed into two matrices A and f with
(n x r) dimension. IT = 48", where / is called an adjustment matrix and f is a cointegration vector.
Moreover, r is a cointegration rank.

3.2.2 VECM Procedure

VAR/VECM analysis process can be read on figure 3.1. After basic data is ready, data is transformed
into natural logarithm form (/n), except for interest rates and the PLS return, to obtain consistent and
valid results. The first test conducted was the unit root test, to find out whether data is stationary or
still contain trends. If the data are stationary at levels, then VAR can be conducted at level. VAR level
can estimate the long-term relationship between variables. If data are not stationary at level, then the
data should be reduced at the first level (first difference), which reflects the difference or changes in
data. If the data are stationary at first difference, then the data will be tested whether there is
cointegration between variables. If there is no cointegration between variables, then VAR can only be
done at the first difference, and it can only estimate the short-term relationship between variables.
Innovation accounting would not be meaningful for the long-term relationship between variables. If
there is cointegration between variables, then VECM can be done using data level to obtain long-term
relationship between variables. VECM can estimate the short-term and long term relationship between
variables. Innovation accounting for the level VAR and VECM will be meaningful for the long-term
relationships.

Figure 3.1: VAR Analysis Process
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(Natural Log) 4—-| Data Exploration |

Stationary at first
difference [I(1)]

Unit Root
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level [1(0)]
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Order
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—>| Innovation Accounting: IRF & FEVD |<—

3.2.3 VECM Model
The general model of VECM can be expressed as equation (3.8).

t

k-1
Ax, = u, +]]x,_, + Z IAx, , +¢
i=1

Where:
X 18 k selected endogenous variables, specific for each model;

& 1s disturbance or error term with zero means and constant variance-covariance.
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Inflation model:

x; = [Crisis (Inflation), Behavior, External, Governance, Monetary, Fiscal]
Growth model:

x; = [Crisis (Growth), Behavior, External, Governance, Monetary, Fiscal]

Proxies for selected endogenous variables (conventional and Islamic) can be seen in table 3.1 as
follows:

Table 3.1: Proxies of Endogenous Variables

Variable Crisis Behavior External Governance Monetary Fiscal
- Expectatio |- Intl. Mult. -Price -Interest Rate (INT)|-Poor Strategic
. n (XINFL) Fiat Currency| Control; -Fiat Money (FM) | Comm. Mgt.;
Convention .. .
al System Administere|-Fractional Reserve| Volatile Food
. (EXCH) d Price Banking (FRB) (VF)
-Inflation (ADM)
(INFL); - - -
Growth -No -Single Global |-No Price - Profit-and-loss -Good
Expectatio | Currency Control Sharing (PLS) Strategic
(GRO);
Islami n System/ Gold -Just Money Comm. Mgt.
stamic Standard (GOLD)
(GOLD) -Narrow Banking
(NB)

The focus of differentiation between conventional and Islamic crisis variables will be in the area of
riba monetary/financial system and international multiple fiat currency system, so that the crisis
models (inflation and growth) under dual financial system are as follows:

- INFL =f(INT, PLS, FM, FRB, NB, EXCH, GOLD, VF, ADM, XINFL) 3.9
- GRO =f(INT, PLS, FM, FRB, NB, EXCH, GOLD, VF, ADM, XINFL) (3.10)
Where:

* INFL: the index of monthly CPI (consumer price index) inflation obtained from table "Indeks Harga
Konsumen dan Inflasi Bulanan Indonesia", BPS.

* GRO: the index of monthly IPI (industrial production index) obtained from table "Indeks Produksi
Bulanan Industri Besar dan Sedang, 2003-2011", BPS.

* INT: the rate of one-month conventional time deposits, obtained from table 1.28 "Suku bunga
simpanan berjangka rupiah menurut kelompok bank": Bank Umum 1/3/6/12/24 bulan, SEKI-BI.

* PLS: the rate of one-month Islamic time deposits (deposito iB), obtained from table 36 “Ekuivalen
Tingkat Imbalan bagi hasil/fee/bonus — Bank Umum Syariah dan Unit Usaha Syariah™: Time
Deposits — 1 month, SPS-BI.

* FM: money creation originally issued by the central bank or money in circulation (MO), obtained
from table 1.2 "Neraca analitis otoritas moneter": Uang Kartal yang diedarkan, SEKI-BI.

* FRB: credit creation or fractional reserve banking, is the difference between broad money M2 and
MO monthly. Broad money M2, obtained from table 1.1 "Uang Beredar dan Faktor-Faktor yang
Mempengaruhinya": M2, SEKI-BI.

* NB: Narrow banking with no credit creation, is similar to just money supply or money needed in the
economy in Islamic perspective, which is an equilibrium intrinsic MO proximate by the monthly M1
and GDP data obtained from SEKI-BI and BPS.
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e EXCH: International multiple fiat currency system or exchange rate, is the nominal Rupiah
exchange rate to the US Dollar obtained from SEKI-BI.

* GOLD: Single global currency system and just money using gold standard or gold price, is
international gold price index obtained from “Indeks Harga Energi”, SEKI-BI.

* VF: Volatile food inflation, is monthly food price index for rice obtained from SEKI-BI.

* ADM: Administered price, is monthly gasoline (premium) price obtained from Ministry of Energy
and Mineral Resources (KESDM).

e XINFL: Expected inflation, is the rate of monthly inflation, CPI index, of previous period obtained
from table "Indeks Harga Konsumen dan Inflasi Bulanan Indonesia", BPS.

4. RESULTS

Several procedures of data testing should be followed as a standard procedures for using VAR/VECM
method, such as unit root test, stability test, optimum lag test, and cointegration test (see figure 3.1).
After all requirements have been met, results can be generated. The complete results of all VECM
procedures can be obtained from the authors.

4.1 Test Results
a. Unit Root Test

Unit root test results show that most variables are not stationary in level, but all variables are
stationary in first difference (see table 4.1).

Table 4.1: ADF Test Summary

Variable ADF Value : McKinnon Criticztll Value
Level 1% Difference Level 1% Difference

GRO -5.586035 -15.88780 -3.455376 -3.455842
PLS -3.947138 -10.59308 -3.455376 -3.456319
NB -6.498920 -9.960527 -3.455842 -3.461094
GOLD -2.404773 -9.657199 -3.455376 -3.455842
JII -2.178969 -7.624593 -3.455842 -3.455842
VF -1.858362 -7.660940 -3.456319 -3.456319
ADM -1.625228 -10.13098 -3.455376 -3.455842
XINFL -0.736651 -6.786609 -3.457301 -3.457301
INFL -1.187897 -10.16923 -3.455376 -3.455842
INT -3.380070 -3.587209 -3.455842 -3.455842
FM -5.676494 -14.85347 -3.455376 -3.455842
FRB -4.845790 -5.242070 -3.455376 -3.459397
EXCH -3.123738 -4.577799 -3.456805 -3.4568605
IHSG -2.293074 -7.682988 -3.455842 -3.455842

b. Stability Test

Stability test results show that both inflation model and growth model are stable up to 7 (seven)
maximum lag (see table 4.2).

Table 4.2: Stability Test Summary

No Model Modulus Max Lag
1 INFL 0.339403 — 0.985622 7
GRO 0.501793 — 0.993559 7
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c¢. Optimum Lag Test

Optimum lag test results for inflation model show that lag optimum varies for every criteria from O to
6, namely, O (zero) for Schwarz information criterion SC, 1 (one) for Hannan-Quinn information
criterion HQ, 2 (two) for Final prediction error FPE, 5 (five) for sequential modified LR test statistic

LR, and 6 (six) for Akaike information criterion AIC (see table 4.3).

Table 4.3: Optimum Lag Test Summary of Inflation Model

Lag LogL LR FPE AIC SC HQ
0 1201.244 NA 2.78e-25 -25.32435 | -25.02673* | -25.20413
1 1466.753 463.2274 1.31e-26 -28.39900 -24.82756 | -26.95640*
2 1625.753 240.1912 6.41e-27% | -29.20750 -22.36225 -26.44252
3 1726.841 129.0488 1.28e-26 -28.78385 -18.66478 -24.69649
4 1846.860 125.1263 2.28e-26 -28.76298 -15.37010 -23.35324
5 2037.297 153.9706* 1.50e-26 -30.24037 -13.57367 -23.50824
6 2270.353 133.8829 9.87e-27 -32.62453* | -12.68401 -24.57002

Meanwhile, optimum lag test results for growth model show that lag optimum varies for every criteria
from O to 6, namely, O (zero) for Schwarz information criterion SC, 1 (one) for Hannan-Quinn
information criterion HQ, 2 (two) for sequential modified LR test statistic LR and Final prediction

error FPE, and 6 (six) for Akaike information criterion AIC (see table 4.4).
Table 4.4: Optimum Lag Test Summary of Growth Model

Lag LogL LR FPE AIC SC HQ
0 1062.597 NA 5.32e-24 -22.37441 -22.07679* | -22.25419
1 1291.046 398.5700 5.49e-25 -24.66055 -21.08912 | -23.21795%
2 1453.518 245.4360* 2.50e-25% | -25.54293 -18.69768 -22.77795
3 1540.746 111.3551 6.69e-25 -24.82438 -14.70531 -20.73702
4 1659.571 123.8814 1.23e-24 -24.77810 -11.38522 -19.36836
5 1834.556 1414775 1.12e-24 -25.92673 -9.260028 -19.19460
6 2078.606 140.1988 5.83e-25 -28.54481* | -8.604292 -20.49030

d. Cointegration Test

Johansen cointegration test results for inflation model (INFL) show that there exist 2 (two)
cointegrating equations at the 0.05 level and 3 (three) cointegrating equations at the 0.10 level.
Moreover, cointegration summary results show that the optimal inflation model under AIC is linear
with intercept and trend (assumption 4) model with 3 (three) cointegrating equations (see Appendix).

Meanwhile, Johansen cointegration test results for growth model (GRO) show that there exist 2 (two)
cointegrating equations at the 0.05 level and 3 (three) cointegrating equations at the 0.10 level.
Moreover, cointegration summary results show that the optimal inflation model under AIC is linear
with intercept and no trend (assumption 3) model with 3 (three) cointegrating equations (see
Appendix).

4.2 Inflation Model

Impulse Response Function (IRF) results of Inflation model can be seen in figure 4.1. The results
show that all conventional variables (see figure 4.1, left) induce inflation or financial crisis,
especially, interest rate ‘INT’ and administered price ‘ADM’. Meanwhile, two Islamic variables curb
inflation or financial crisis, namely, single global currency or just money ‘GOLD’ (gold or gold-
backed money) and profit-and-loss sharing ‘PLS’ (prohibition of riba or interest), while one Islamic
variable still induces inflation or financial crisis, namely, narrow banking ‘NB’ (see figure 4.1, right).
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Figure 4.1: IRF Results of INFLATION Model
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Forecast Error Variance Decomposition (FEVD) results of Inflation model can be seen in figure 4.2.
The results show that interest rate ‘INT’ gives the highest share (43.66%) to induce inflation or
financial crisis, followed by administered price ‘ADM’ with 14.41% share, while single global
currency or just money ‘GOLD’ gives the highest share (8.03%) to reduce inflation or curb the

financial crisis.

Figure 4.2: FEVD Results of INFLATION Model
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VECM summary results of Inflation model can be seen in table 4.1. All conventional variables (see
table 4.1, center), including expected inflation ‘XINFL’ (Behavior), multiple currency ‘EXCH’
(External), administered price ‘ADM’ (Governance), interest rate ‘INT’, fiat money ‘FM’ and
fractional reserve banking ‘FRB’ (Monetary), as well as volatile food ‘VF* (Fiscal), induce inflation
or financial crisis. Meanwhile, some Islamic variables, including ‘GOLD’ as single global currency
(External) and just money (Monetary), as well as profit-and-loss sharing ‘PLS’ (Monetary), reduce
inflation or curb the financial crisis, while one Islamic variable, narrow banking ‘NB’ (Monetary),
still induces inflation or financial crisis (see table 4.5, right), since narrow banking is being proxied by
using M1, where M1 comprises of MO (fiat currency) and Demand Deposits (part of fractional reserve
banking) which are considered riba in Islamic perspective.
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Table 4.5: VECM Summary Results of Inflation Model

VARIABLES CONVENTIONAL ISLAMIC
BEHAVIOR - XINFL: (+), 2.82% - n/a
EXTERNAL - EXCH: (+), 2.40% - GOLD: (-), 8.03%
GOVERNANCE - ADM: (+), 14.41% -n/a

- INT: (+), 43.66% - PLS: (-), 0.02%
MONETARY - FM: (+), 5.54% - NB: (+), 2.32%

- FRB: (+), 0.08% - GOLD: (-), 8.03%
FISCAL - VF: (+), 5.79% -n/a

4.3 Growth Model

Impulse Response Function (IRF) results of Growth model can be seen in figure 4.3. The results show
that almost all conventional variables reduce economic growth or induce financial crisis, especially,
interest rate ‘INT’, fiat money ‘FM’ and volatile food ‘VF’. Fractional reserve banking ‘FRB’ and
international multiple fiat currency system ‘EXCH’ still promote economic growth or curb financial
crisis. Meanwhile, all Islamic variables promote economic growth or curb financial crisis, especially
narrow banking ‘NB’ and single global currency/gold standard or just money ‘GOLD’.

Figure 4.3: IRF Results of GROWTH Model
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Forecast Error Variance Decomposition (FEVD) results of Growth model can be seen in figure 4.4.
The results show that interest rate ‘INT’ gives the highest share (24.85%) to reduce growth or induce
financial crisis, followed by fiat money ‘FM’ with 13.49% share, while fractional reserve banking
‘FRB’ (8.02%), narrow banking ‘NB’ (5,98%) and single global currency/gold standard or just money
‘GOLD’ give the highest share to improve growth or curb financial crisis. The results consistent with
the tight money condition in Indonesia (with M2/GDP less than 0.4), where loosening monetary
policy will improve growth.
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Figure 4.4: FEVD Results of GROWTH Model
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VECM summary results of Growth model can be seen in table 4.6. Most conventional variables (see
table 4.6, center), including expected inflation ‘XINFL’ (Behavior), administered price ‘ADM’
(Governance), interest rate ‘INT’ and fiat money ‘FM’ (Monetary), as well as volatile food ‘VF’
(Fiscal), reduce growth or induce financial crisis, while multiple currency ‘EXCH’ (External) and
fractional reserve banking ‘FRB’ (Monetary) improve growth or curb financial crisis. Meanwhile, all
Islamic variables (see table 4.6, right), including ‘GOLD’ as single global currency (External) and just
money (Monetary), as well as profit-and-loss sharing ‘PLS’ and narrow banking ‘NB’ (Monetary),
improve growth or curb financial crisis.

Table 4.6: VECM Summary Results of Growth Model

VARIABLES CONVENTIONAL ISLAMIC
BEHAVIOR - XINFL: (-), 0.24% -n/a
EXTERNAL - EXCH: (+), 1.21% - GOLD: (+), 3.50%
GOVERNANCE - ADM: (-), 5.33% - n/a
- INT: (-), 24.85% - PLS: (+), 0.09%
MONETARY - FM: (-), 13.49% - GOLD: (+), 3.50%
- FRB: (+), 8.02% - NB: (+), 5.98%
FISCAL - VF: (), 9.11% - n/a

44 Analysis

Overall VECM summary results of Inflation and Growth models can be re written as seen in table 4.7.
Five conventional variables, including expected inflation ‘XINFL’ (Behavior), administered price
‘ADM’ (Governance), interest rate ‘INT’ and fiat money ‘FM’ (Monetary), as well as volatile food
‘VF’ (Fiscal), induce financial crisis through increased inflation and reduced growth (see table 4.7,
left). Meanwhile, two Islamic variables, including ‘GOLD’ as single global currency (External) and
just money (Monetary), as well as profit-and-loss sharing ‘PLS’ (Monetary), curb financial crisis
through reduced inflation and improved growth. Moreover, two conventional variables, multiple
currency ‘EXCH’ (External) and fractional reserve banking ‘FRB’ (Monetary), as well as one Islamic
variable, narrow banking ‘NB’ (Monetary), on one hand induce financial crisis through increased
inflation, on the other hand curb financial crisis through improved growth.
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Table 4.7: Overall VECM Summary Results

MINFLATION and 4 GROWTH MINFLATION and YGROWTH JINFLATION and *GROWTH

Conventional
XINFL; ADM; INT&FM; VF EXCH; FRB -
Islamic
- NB GOLD; PLS

In summary, interest rate ‘INT’ (Monetary) is the number one root cause of financial crisis with
43.66% share in inducing inflation and 24.85% share in curbing economic growth, followed by
administered price ‘ADM’ (Governance) with 14.41% share in inducing inflation and 5.33% share in
curbing economic growth, fiat money ‘FM’ (Monetary) with 5.54% share in inducing inflation and
13.49% share in curbing economic growth, and volatile food ‘VF’ (Fiscal) with 5.79% share in
inducing inflation and 9.11% share in curbing economic growth. Meanwhile, ‘GOLD’ as single global
gold currency (External) and just money (Monetary) is the number one cure of financial crisis with
8.03% share in curbing inflation and 3.50% share in inducing economic growth, followed by profit-
and-loss sharing ‘PLS’ (Monetary) with 0.02% share in curbing inflation and 0.09% share in inducing
economic growth. Narrow banking ‘NB’ will be more effective if it is combined by gold or gold
backed currency.

Gold or gold-backed currency is proven to be the most effective means of stabilizing currency as
mentioned by US Congressman Ron Paul in his April 2002 letters to US Treasury Department and the
Federal Reserve Bank asking why IMF prohibits gold-backed currencies for its member states
(Hosein, 2007). The letter is as follows.

Dear Sirs:

I am writing regarding Article 4, Section 2b of the International Monetary Fund (IMF)'s Articles of
Agreement. As you may be aware, this language prohibits countries who are members of the IMF
from linking their currency to gold. Thus, the IMF is forbidding countries suffering from an erratic
monetary policy from adopting the most effective means of stabilizing their currency. This
policy could delay a country's recovery from an economic crisis and retard economic growth, thus
furthering economic and political instability.

I would greatly appreciate an explanation from both the Treasury and the Federal Reserve of the
reasons the United States has continued to acquiesce in this misguided policy. Please contact Mr.
Norman Singleton, my legislative director, if you require any further information regarding this
request.

Thank you for your cooperation in this matter.
Ron Paul
U.S. House of Representatives

Note: Neither the Federal Reserve Bank nor the US Treasury Department has so far responded to
this request for an explanation.

Source: Hosein (2007).

In other words, to prevent financial crisis, in monetary side, interest system should be replaced by
profit-and-loss sharing system, while international multiple fiat currency system should be replaced
by single global currency based on gold or gold standard. Meanwhile, in government/fiscal side, there
should be no price control on goods and services, but there should be good regulation, supervision and
management of goods and services, especially for strategic commodities to stabilize their demands
and supplies. Moreover, misbehavior of economic actors, especially speculation should be prohibited.
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In Indonesia case, there is an anomaly of broad money supply (M2) which always significantly lowers
than GDP (see figure 4.5), where M2/GDP in 2012 only reached 0.40. India has the closest M2/GDP
figure, which reached 0.80 in 2012, or twice as much as that of Indonesia, while Thailand and
Malaysia have very high M2/GDP of 1.32 (in 2012) and 1.42 (in 2011), respectively. That is why the
increase of FRB (which uses M2 as its proxy) will give only 0.08% share in increased inflation, but it
will give 8.02% share in increased economic growth. Note that M2/GDP of countries affected by
1998 Asian crisis (such as Thailand, Malaysia and South Korea) has reached their pre-crisis level or
higher. This means that there is still plenty of room for Indonesia to stimulate economic growth
without inducing inflation (or triggering financial crisis) by gradually increases M2/GDP to its
optimal level. FRB will become a problem by inducing inflation and triggering financial crisis when
M?2 becomes excessive (money supply greater than the money needed by the economy), which is
usually when M2/GDP becomes greater than its optimal level.

Figure 4.5: M2/GDP of Indonesia and Other Selected Countries
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5. CONCLUSION AND RECOMMENDATION

5.1 Conclusion

= Under Inflation model, all variables induce inflation or cause financial crisis except two Islamic
variables, ‘PLS’ as profit-and-loss sharing (Monetary) and ‘GOLD’ as single global currency
(External) and just money (Monetary), which curb inflation or prevent financial crisis. It means
that all conventional variables, namely, interest system ‘INT’, fiat money system ‘FM’ and
fractional reserve banking system ‘FRB’ (Monetary), administered price ‘ADM’ (Governance) that
should not be controlled, volatile food ‘VF’ (Fiscal) due to minimum control, expected inflation
‘XINF’ (Behavior), and international monetary system with multiple fiat currency ‘EXCH’
(External), contribute to financial crisis.

= The highest contributor to cause financial crisis through inducing inflation is interest system ‘INT’
(43.66%), followed by administered price ‘ADM’ (14.41%), volatile food ‘VF’ (5.79%) and fiat
money system ‘FM’ (5.54%). The highest contributor to prevent financial crisis through curbing
inflation is single global currency and just money ‘GOLD’ (-8.03%), followed by profit-and-loss
sharing ‘PLS’ (-0.02%).

= Under Growth model, most conventional variables hinder growth or cause financial crisis,
including (from the highest to the lowest contributor) interest system ‘INT’ -28.85% and fiat
money system ‘FM’-13.49% (Monetary), volatile food ‘VF’ -9.11% (Fiscal), administered price
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‘ADM’ -5.33% (Governance), and expected inflation ‘XINF’ -0.24% (Behavior). Meanwhile, all
Islamic variables prevent financial crisis through stimulating economic growth, namely, narrow
banking ‘NB’ +5.98% and profit-and-loss sharing ‘PLS’ +0.09% (Monetary), as well as single
global currency and just money ‘GOLD’ +3.50% (External and Monetary).

= Therefore, the real determinants or root causes of financial crisis are structural in unstable
monetary system, poor governance, unsustainable fiscal system, misbehavior of economic actors,
as well as in external factor. Interest system and fiat money system (Monetary), administered price
(Governance), volatile food (Fiscal), as well as expectation (Behavior) are the most dominant
variables to cause financial crisis through Inflation and Growth.

= Under Inflation and Growth models, interest system is the prime real determinant or root cause of
financial crisis through inducing inflation and curbing economic growth, so that lowering the
interest rate will decrease inflation and will induce economic growth, thus it will prevent financial
crisis most effectively.

= Under Inflation model, narrow banking system ‘NB’ still induce inflation (thus, financial crisis),
since the proxy used for NB is money use for transaction-M1, which is still represents fiat money
and money creation of conventional system. When narrow banking system is combined with gold
or gold backed currency, it will be most effective.

= Under Growth model, fractional reserve banking system ‘FRB’ still stimulates growth (or hinders
financial crisis), since money supply needed in the economy-M?2 is in shortage with the ratio of
M?2/GDP is less than 40% and in decreasing trend. Therefore the expansion of money supply will
stimulate growth.

= Under Growth model, multiple international currency system ‘EXCH’ still also stimulates growth
(or hinders financial crisis), since under multiple currency system, the depreciation of one
country’s currency will improve the competitiveness of that country in international trade and
finance.

5.2 Recommendation

= Structural reforms are needed in monetary system, fiscal system and governance, as well as in
international system, which are more fair, just, stable and sustainable. Moreover, behavior of
economic actors should be controlled by market conduct regulation and improved by education.

= The share of Islamic finance should be increased, while the share of PLS system in Islamic finance
should be increased to improve the stability of financial system in a country adopting dual financial
system.

= International monetary system should move towards a just single currency system, which is not a
currency of certain country. Gold standard is the most just and stable monetary system.

= In Indonesia case, to lower inflation, and at the same time prevent the CRISIS, interest rate should
be lowered up to its optimal level.

= In Indonesia case, to stimulate growth, and at the same time prevent the CRISIS, M2/GDP should
be gradually increased up to its optimal level.
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APPENDIX

1. Inflation Model (INFL)

a. Johansen Cointegration Test

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s)  Eigenvalue Statistic Critical Value Prob.**
None * 0.539129 329.5569 285.1425 0.0002
At most 1 * 0.463229 253.6426 239.2354 0.0095
At most 2 0.383796 192.6685 197.3709 0.0833
At most 3 0.341524 1452192 159.5297 0.2290
At most 4 0.291278 104.2722 125.6154 0.4662
At most 5 0.204191 70.53161 95.75366 0.7047
At most 6 0.180942 48.14882 69.81889 0.7158
At most 7 0.114425 28.58794 47.85613 0.7876
At most 8 0.081687 16.67915 29.79707 0.6636
At most 9 0.079682 8.327887 1549471 04310
At most 10 0.001941 0.190388 3.841466 0.6626

Trace test indicates 2 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

b. Cointegration Summary

Date: 12/10/12 Time: 13:30

Sample: 2004MO01 2012MO05

Included observations: 99

Series: INFL XINFL IM FRB VF FM GOLD ADM PLS INT
EXCH

Lags interval: 1 to 1

Selected (0.05 level*) Number of Cointegrating Relations by Model

Data Trend: None None Linear Linear Quadratic
Test Type No Intercept Intercept Intercept Intercept Intercept
No Trend NoTrend No Trend Trend Trend
Trace 3 4 2 2 2
Max-Eig 3 2 1 1 1

*Critical values based on MacKinnon-Haug-Michelis (1999)

Information Criteria by Rank and Model

Data Trend: None None Linear Linear Quadratic
Rank or  No Intercept Intercept Intercept Intercept Intercept
No.of CEs No Trend No Trend No Trend Trend Trend
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Log Likelihood by Rank (rows) and Model (columns)

0 1517.742 1517.742 1553.662 1553.662 1557.615
1 1560.250 1564.073 1598.212 1599.433 1603.377
2 1598.974 1605.027 1626.966 1632.218 1635.328
3 1626.922 1633.176 1654.220 1660.769 1663.755
4 1646.031 1660.370 1673.743 1680.870 1683.046
5 1663.506 1677.892 1689.908 1697.059 1699.218
6 1675.128 1691.341 1700.724 1711.238 1712.667
7 1685.152 1701.514 1708.397 1721.584 1722.953
8 1692.618 1709.185 1712.815 1729.169 1730.536
9 1695.434 1713.597 1715.763 1733.452 1734.578
10 1697.653 1716.403 1718.569 1736.323 1737 .444
11 1698 .424 1718.616 1718.616 1738.602 1738.602
Akaike Information Criteria by Rank (rows) and Model (columns)
0 -28.21701  -28.21701 -28.72045 -28.72045 -28.57808
1 -28.63132  -28.68834  -29.17599 -29.18047 -29.05812
2 2896917  -29.05105 -29.31244 -29.37815 -29.25916
3 -29.08934  -29.15508 -29.41858  -29.49028* -29.38900
4 -29.03093  -29.23980 -29.36855 -29.43171 -29.33426
5 -28.93951  -29.12912  -29.25067 -29.29413  -29.21652
6 -28.72985 2893618 -29.02473  -29.11592  -29.04377
7 -28.48793  -28.67705 -28.73529 -28.86027 -28.80713
8 -28.19430 -28.36736  -28.38010 -28.54887 -28.51588
9 -27.80674 2799186 -27.99521 -28.17076  -28.15309
10 2740713  -27.58391 -27.60746  -27.76410 -27.76655
11 2697827 -27.16396  -27.16396  -27.34550 -27.34550
Schwarz Criteria by Rank (rows) and Model (columns)

0 -25.04520 -25.04520 -25.26029* -25.26029* -24.82958
1 2488281 -2491362 -25.13914  -25.11740 -24.73292
2 -24.64397 2467342  -24.69889  -2471217 -24.35727
3 -24.18744  -24.17454 2422835 < -2422140 -23.91041
4 -23.55234  -23.65636 -23.60162 -23.55993 -23.27898
5 -22.88423  -22.94278 -2290704 -22.81943  -22.58455
6 2209788  -22.14693  -22.10441 -22.03832 -21.83510
7 -21.27926  -21.28489  -21.23828 -21.17977 -21.02177
8 -20.40894  -20.37230 -20.30639 -20.26546  -20.15383
9 -1944469  -19.39389  -19.34481 -19.28444 -19.21434
10 -18.46838  -18.38303 -18.38036 -18.27487 -18.25111
11 -17.46283 -17.36018 -17.36018 -17.25336 -17.25336

2. Growth Model (GRO)

a. Johansen Cointegration Test

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s)  Eigenvalue Statistic Critical Value Prob.**
None * 0.604103 349.8794 285.1425 0.0000
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At most 1 *
At most 2
At most 3
At most 4
At most 5
At most 6
At most 7
At most 8
At most 9

At most 10

0478326
0.436010
0.327820
0.291920
0.206646
0.160746
0.110090
0.059663
0.049332
0.006186

258.1459 239.2354
193.7254 197.3709
137.0263 159.5297
97.70057 125.6154
63.52595 95.75366
40.60884 69.81889
23.25991 47.85613
11.71303 29.79707
5.622807 15.49471
0.614348 3.841466

0.0052
0.0747
0.4238
0.6729
0.8959
0.9379
0.9567
09414
0.7396
0.4332

Trace test indicates 2 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

b. Cointegration Summary

Date: 12/10/12 Time: 09:42
Sample: 2004MO01 2012MO05
Included observations: 99

Series: GRO GOLD FM FRB IM VF XINFL INT ADM PLS

EXCH
Lags interval:

1to1l

Selected (0.05 level*) Number of Cointegrating Relations by Model

Data Trend: None None Linear Linear Quadratic
Test Type No Intercept Intercept Intercept Intercept Intercept
No Trend No Trend  No Trend Trend Trend
Trace 4 4 2 3 3
Max-Eig 4 4 1 1 1
*Critical values based on MacKinnon-Haug-Michelis (1999)
Information Criteria by Rank and Model
Data Trend: None None Linear Linear Quadratic
Rank or  No Intercept Intercept Intercept Intercept Intercept
No.of CEs No Trend No Trend No Trend Trend Trend
Log Likelihood by Rank (rows) and Model (columns)
0 1338.785 1338.785 1369.874 1369.874 1373.166
1 1376.547 1384.776 1415.741 1417.705 1420.984
2 1409.489 1420.058 1447.951 1450.819 1454.097
3 1441.097 1452.262 1476.301 1479.258 1482.373
4 1468.510 1480.328 1495.964 1501.689 1503.944
5 1485.108 1499.108 1513.051 1520.015 1522.014
6 1499.281 1514.801 1524.510 1535.828 1537.785
7 1509.650 1525.682 1533.184 1546.564 1548.072
8 1517.909 1534.348 1538.957 1555.236 1556.715
9 1520.830 1540.011 1542.003 1560.735 1561.662
10 1522.966 1542.707 1544.507 1563.711 1564.638
11 1523.380 1544 814 1544 814 1565.985 1565.985
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R0 AW~ O

Akaike Information Criteria by Rank (rows) and Model (columns)
2460172  -24.60172 -25.00756  -25.00756  -24.85185
-2492013  -25.06619 -25.48972 -25.50918 -25.37341
-25.14120  -25.31430 -25.69599 -25.71352 -25.59791
-25.33530 -25.50025 -25.82426* -25.82339 -25.72471
-2544465  -25.60259  -25.77704 -25.81189 -25.71603
-25.33551  -25.51734  -25.67780 -25.71748 -25.63665
-25.17739 2536971 -25.46484  -25.57228 -25.51080
-2494243  -25.12490 -25.19564  -25.32452  -25.27417
-24.66484  -24.83532 -24.86783  -25.03508 -25.00434
-24.27939 2448508 -24.48490 -24.68151 -24.65985
-23.87810 -24.07489  -24.09105 -24.27699 -24.27551
-23.44202 -23.65281 -23.65281 -23.85828 -23.85828

ORI WN W —O

—_ O

Schwarz Criteria by Rank (rows) and Model (columns)
2142990 -21.42990 -21.54740% -21.54740* -21.10334
-21.17163  -21.29147 -21.45287 -21.44612 -21.04821
-20.81600 -20.93668 -21.08244  -21.04754 -20.69602
2043340 -20.51972  -20.63402  -20.55451 -20.24613
-19.96607 -20.01915 -20.01011 -19.94011 -19.66075
-19.28023  -19.33100 -19.33417 -19.24279  -19.00468
-18.54542  -18.58046  -18.54452 -18.49468 -18.30214
-17.73376  -17.73274  -17.69862 -17.64401 -17.48881
-16.87948  -16.84026 -16.79412 -16.75167 -16.64228
-1591734  -15.88711 -15.83450 -15.79519 -15.72110
-14.93935 -14.87401 -14.86395 -14.78776 -14.76007
-13.92658 -13.84902 -13.84902 -13.76614 -13.76614
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ENHANCING FINANCIAL SYSTEM STABILITY IN INDONESIAN DUAL FINANCIAL
SYSTEM

Adinda Ratu Nur Illiyyin'

ABSTRACT

In a country adopting dual financial system (conventional and Islamic), monetary authority has the
responsibility to maintain financial stability and synergy of both systems by stabilizing price level and
promoting economic growth. Three main pillars, which differentiate between the Islamic and
conventional financial system, are international monetary system, banking system and financial
operation system. Conventional financial system adopts fiat money/ multiple fiat currency, fractional
reserve banking and interest systems. Meanwhile, Islamic financial system adopts gold money, Islamic
narrow banking and profit-and-loss sharing systems. The main objective of this study is to compare
the three main pillars of conventional and Islamic financial system in curbing inflation and promoting
economic growth. This study applies Vector Error Correction Model (VECM) using Indonesian data.
The results show that interest (INT), fiat money (MO) and multiple fiat currency (EXCH) systems in
conventional financial system are the main determinants that induce inflation as well as hinder
economic growth. INT induces inflation with 38.44% share and hinders economic growth with
71.72% share. The results also show that profit-and-loss sharing (PLS) and Gold (or Gold-backed)
Money and/or Single Gold Standard (GOLD) systems in Islamic financial system are the main
determinants that curb inflation, as well as promote economic growth for GOLD. GOLD curbs
inflation with 0.66% share and promote economic growth with 4.07%. Therefore, the share of Islamic
financial system with PLS and GOLD should be increased to its optimum level.

Keywords: Islamic Financial System, Conventional Financial System, Inflation, Economic
Growth, VECM

1. INTRODUCTION

1.1 Background

Economic growth and price stability are two of the objectives of economic development for every
country, so that sustainable economic development and financial stability could be achieved. However,
in the past two centuries these conditions have rarely occurred. Instead, financial crises have occurred
one after another since the first financial crisis in England 1825. In the past century, financial crisis
have occurred after the gold standard regime in 1915 collapsed. The crisis started with depression in
Japan (1920) and followed by other countries such as Germany (1922), Austria (1931), France (1944),
Hungary (1944) and Nigeria (1945). The return to gold standard under Bretton Woods Agreements
(BWA) has made the world economy developed and international economic stability maintained
(Davies, 1996).

After the breakdown of BWA in 1971, international economic stability has gone, while financial crises
have reemerged. Leaven and Valencia (2012) recorded that there were 431 episodes of financial crises
(147 banking crisis, currency crisis and sovereign debt crisis) in the period of 1970-2011. According to
Lietaer, et al. (2009), these financial crises happened not because of cyclical or managerial failures, but

! Adinda Ratu is a Research Assistant at Center for Central Banking Research and Education, Bank Indonesia.
adindaratu @hotmail.com
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because of structural failures in various countries under very different regulatory systems as well as at
different stages of economic development.

Indonesia has also hit by multi-dimensional crisis in 1997-1998. In this multi-dimensional crisis,
inflation has increased up to 64% and Rupiah value has jumped to Rp11000/US$ from Rp2600/USS$,
while economic growth has contracted to 13.1% (Ascarya, 2011). All sectors in the economy have
contracted significantly. Moreover, currency depreciation had made public debt to reach US$60 billion
in November 1997, which imposed severe strains on the government's budget. Indonesia has suffered
the most with fiscal cost reached 56.8% of GDP, while output loss reached 67.9% of GDP (Laeven and
Valencia, 2008). In the middle of multi-dimensional chaos, Bank Muamalat Indonesia, the only Islamic
bank existed at that time has survived from this crisis. Islamic finance has proven to be more resilient to
financial crisis than that of conventional finance. From this experience, Indonesia reformed its financial
system and adopted dual financial system, where conventional financial system exists side by side with
Islamic financial system, in 1999.

In a country adopting dual financial system, the authority has the responsibility to maintain financial
stability and synergy of both systems by stabilizing price level and promote economic growth.
Therefore, there should be a study to investigate the impact of conventional and Islamic financial
systems in an economy under dual financial system, such as Indonesia, to economic growth and
financial stability.

1.2 Objective

There are three main distinct characteristic pillars of Islamic and conventional financial systems. These
three main pillars are money system, banking system, and financial operation system. The objective of
this study is to compare the three main pillars in curbing inflation and promoting economic growth.

1.3 Data and Methodology

The data used in this study is secondary data of monthly time series obtained from Indonesian
Economic and Finance Statistics of Bank Indonesia (SEKI-BI), Shariah Banking Statistics of Bank
Indonesia (SPS-BI), as well as PLS returns from major full-fledged Islamic for the period of January
2004 to June 2012. While, the method applied is Vector Auto Regression (VAR) followed by Vector
Error Correction Model (VECM).

2. LITERATURE REVIEW

There are various schools of thought in economic system. The two contrasting economic systems are
conventional economic system and Islamic economic system. These two systems have different
paradigms. The three main differences between these two systems lay in the three main pillars, namely,
money system/ multiple fiat currency, banking system and financial operation system. The comparison
between conventional financial system and Islamic financial system can be read in Table 1.1.

Table 1.1: Comparisons of Conventional and Islamic Financial Systems

Islamic Conventional

Gold (or Gold-backed) Money
and/or Single Gold Standard
(GOLD)

Fiat Money/ Multiple Fiat
Currency

Money System/ International
Monetary System

Fractional Reserve Banking

Banking System Narrow Banking System System

Profit-and-Loss Sharing System

Financial Operation System (PLS)

Interest System

Source: Ascarya (2007), modified by authors.
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2.1 Fiat Money/Multiple Fiat Currency and Gold (or Gold-backed) Money and/or Single Gold
Standard

Fiat money is something (usually in the form of paper or coin) that is acknowledged as a legal medium
of exchange in a certain jurisdiction or state, even though it does not carry a value or back up equivalent
to its nominal value. The issuance of fiat money creates a new purchasing power out of nothing.
Therefore, fiat money gives unfair benefit, usually known as seigniorage, to the money issuer authority.
Within economic system where fiat money is used, the institution given the authority to issue money
(usually central bank, monetary authority, treasury department, or other appointed institution) gains this
seigniorage benefit. Consequently, aggregate purchasing power of money will decrease (in the form of
inflation) equivalent to the percentage of new money added (issued) in the economy. Money in Islam is
either full bodied money or fully backed money. In this new money issuance, there is no new
purchasing power created (no seigniorage). Furthermore, in the printing process of new money, the cost
of printing is the government responsibility, so that there is no party suffers financial loss (Ascarya,
2007). The value of a currency is relatively stable when it is backed by gold. But, when a currency has
no more back up from gold, its value depreciates quickly.

Current international monetary system is based on multiple fiat money of every country in the world
without any back-up of real assets. Therefore, each country gains seigniorage profits of printing the
national currency on the burden of all people as money holders in the form of depleting purchasing
power. Super power country gains a huge seigniorage, since its currency is used as international
currency. This condition makes persistent inflation and unfairness, especially for small countries with
un-convertible currency. The more a currency is used as international payment, the more a country
gains seigniorage and country with un-convertible currency can only enjoy seigniorage in national
level.

Meera and Larbani (2006) state that fiat money system, together with fractional reserve banking system,
was argued to redistribute ownership of assets in the economy unjustly and indiscriminatingly. The
wealth-distributing mechanism was argued to be similar to theft while taxing the whole economy in the
form of inflation. Indeed, fiat money system was argued to be unjust, unstable and unsustainable in the
long-run.

Meanwhile, money in Islamic financial system is either full bodied money (money, in the form of gold
or silver, which has intrinsic value equivalent to its nominal value) or fully backed money (money,
usually in the form of paper or coin), which its nominal value is backed by 100 percent gold equivalent
stored by the issuing authority. In this new money issuance, there is no new purchasing power created
(no seigniorage), so that there is no riba involved. Furthermore, in the printing process of new money,
the cost of printing is the government responsibility, so that there is no party suffers financial loss.

In the Islamic financial system where Islamic money is used, the institution given the authority to issue
money does not gain seigniorage benefit; even it has to take the responsibility of printing costs. The
amount of money added (issued) to the economy is aligned with the growth of value added of the
economy, so that Islamic economic in general does not have inflationary nature and tends to be stable.
Therefore, the value of dinar (in gold) and dirham (in silver) have always been relatively stable.

2.2 Fractional Reserve Banking System and Narrow Banking System

Fractional reserve banking system means that a bank is required to hold reserve in only a certain
percentage of deposits mobilized. With this system, bank has the ability to create another kind of fiat
money, i.e. bank money (demand deposits, electronic money), through multiple deposit creation. In this
case, money is created when a bank extends loan. For example, if the required minimum reserve is
10%, Rp1 million deposit, first, will be recorded as ‘Deposit’ in liability side and cash ‘Reserve’ in
asset side. Second, since reserve requirement is only 10%, the bank can extend loan as much as Rp 9
million, so that the total deposit becomes Rp10 million. This transaction illustrated below (Ascarya,
2009).
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BALANCE SHEET 1

Reserve 1 mn | Deposit 1 mn
BALANCE SHEET 2

Reserve 1 mn Deposit 1 mn

Loan 9 mn Deposit (Loan) 9 mn

The formula of multiple deposit creation can be written as follows (Meera, 2004):
D=1rxR

Where, D = change in total deposit; r = minimum reserve ratio (e.g., 10%); and R = change in reserve
(e.g., new deposit Rp1 million). In this example, deposit of Rp1 million can create new money (deposit)
nine times of its original value, Rp9 million, so that the total deposit becomes Rp10 million. Therefore,
fractional reserve banking system also gives unfair seigniorage profit to the bank which authorized to
create new bank money. Consequently, the creation of bank money will also make the aggregate
purchasing power of money to decrease (in the form of inflation) equivalent to the percentage of new
bank money created by bank. The party who suffer a loss with the creation of new bank money is,
again, the whole population who holds this money.

Narrow banking system does not give the opportunity for bank to create new bank money, since narrow
banking system has to be deposited back to central bank. A bank can only extend loan as much as the
original deposit. Therefore, there will be no seigniorage, there is no inflationary effect, and there is no
party suffered any loss. For example, Rpl million deposits, first, will be recorded as ‘Deposit’ in
liability side and cash ‘Reserve’ in asset side. Second, since reserve requirement is 100%, the bank can
only extend loan as much as Rp1 million, so that in the asset side, the ‘Reserve” becomes ‘Loan’ of Rp1
million. This transaction can be illustrated below (Ascarya, 2009).

BALANCE SHEET 1

Reserve I mn | Deposit 1 mn
BALANCE SHEET 2
Loan 1 mn ‘ Deposit 1 mn

Money creation through fractional reserve banking system has made the 20th century one of the highest
inflationary centuries on the historical record; inflation is obviously not a problem specific to the
process of money issuance by governments (Lietaer et al., 2008).

2.3 Interest and Profit and Loss Sharing

Interest system is a risk shifting so that there is always unfairness. When all market players don’t want
to share the risk, someone will become a victim of the system. It also means interest rate is basically
provides guaranteed profit for one party against unpredictable future events. Interest rate will force the
market to give positive return while real productivity could be higher or lower than the interest rate, so
that the business may gain profits or suffer losses.

The emergence and expansion of interest system with money as a commodity and rate of interest as its
price, new financial markets emerged in parallel with the main market of goods and services in the real
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sector, such as capital market, money market, bond market and derivatives market. Since financial
markets offer fixed and predetermined rate of return, capital that originally is invested in the real sector,
flows swiftly to financial sector (which cannot produce real value added), so that the amount of capital
concentrated in financial sector has exceed tens of times to that in the real sector (which can produce
real value added). Financial sector, which is originally serves as supporting entity to the real sector, has
developed as a separate sector that has its own products and prices (Ascarya 2009).

Sakti (2007) argues that the economy is inevitably dichotomized into two main activities, namely real
activity and monetary activity. Interest rate should reflect productivity level of the capital but that never
happens and the consequent of this misallocation of resources has made lack of capital to grow in the
real sector. Because of that there is always a gap between interest rate and real productivity that leads to
market distortion. When this gap exited, the market will react negatively. Then, there is always a bubble
in economic growth. This bubble economy is like a time bomb that will explode at some point in the
future in the form of crisis.

In conventional economy, money as commodity, and the permissibility of speculation cause the creation
of money (paper money and bank money) and concentration of money in monetary sector to seek higher
return with less or no risk. Consequently, money or investment that should be channeled to the real
sector for productive purposes mostly flows to the monetary sector and impedes growth, and even
reduces the size of real sector. The creation of money without value addition will cause inflation. In the
end, the goal of economic growth will be impeded.

Figure 2.1 The Implication of Interest to Economy

Interest System Hinder Ec.
Growth
Money Creation &
Concentration Inflation
Real Sector
Contraction

Source: Sakti (2007)

The alternative of interest system in Islamic financial system is profit-and-lost sharing (PLS) system.
The zakah system, PLS system and the prohibition of speculation will accelerate investment activities to
the real sector for productive purposes. This will ensure the distribution of wealth and income as well as
the growth in the real sector. The improvement in productivity and opportunity to work and to do
business finally will accelerate economic growth, and therefore, social wellbeing will be achieved (read
figure 2.2).

Figure 2.2 The Implication PLS System to Economy

[ Accelerate Ec. ]

PLS Syst
[ ystem Growth

Wealth & Income Productivity &
Distribution Opportunity

Real Sector
Grow

Source: Sakti (2007)
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24 Previous Studies

The studies on determinants of inflation and growth are plenty under conventional perspective, but not
so many under Islamic perspective. Nonetheless, there are still some Islamic perspective studies on
determinants of inflation and growth. The studies under conventional perspective include, Yanuarti and
Hutabarat (2006), Husman (2007), Suselo et al (2008), Tabi (2011), Barro (1997) and Motley (1994).
The studies under Islamic perspective include Ascarya (2009), Rab (2010), Meera and Larbani (2006),
Ibrahim (2006). Moreover, Darrat (2000), Ascarya (2011) and Ryandono (2006) cover these subjects
under conventional as well as Islamic perspectives.

In empirical studies, Ryandono (2006) compares conventional interest system and Islamic PLS system.
He concludes that interest system has negative relationship with the economy and causes money turns
over becomes ineffective and inefficient at macro and micro levels, which subsequently cause
instability in the economy. This finding is in line with Ascarya (2011) who analyses how to eradicate
inflation under dual monetary system, which’s concludes that the highest contributor to induce inflation
is Interest system. Moreover Darrat (2000), which takes Iran and Pakistan for his case study in
determining the stability of demand for money under interest system as well as interest-free system,
finds that interest-free system a) improves overall macroeconomic performance; b) leads to a smoother
behavior of money velocity; c) provides policymakers with a more controllable monetary environment;
and d) strengthens the linkage between policy instruments and the main policy goal of price stability.
Moreover, in his descriptive study, Rab (2010) believes that system of interest cannot be sustained
without monetary manipulation and it is in gross conflict with nature as its efficient working require rate
of return of economic activities to be nearly equal while natural laws ensure that it is distributed over a
wide range, which leads to unemployment as well as inefficient allocation of resources. Furthermore, it
causes gross economic imbalance.

Meera and Larbani (2006) state that fiat money system, together with fractional reserve banking system,
was argued to redistribute ownership of assets in the economy unjustly and indiscriminatingly. The
wealth-distributing mechanism was argued to be similar to theft while taxing the whole economy in the
form of inflation. Indeed, fiat money system was argued to be unjust, unstable and unsustainable in the
long-run. Rab (2010) states that currency is the measure of wealth that market uses as the scale in the
process of determination of prices, which constitutes measurement of wealth. It is implied that error in
measurement has to be corrected and it means that we must correct our accounting. This manipulation
of currency is extremely harmful for the economy in the long run and it is the root cause of most of the
major economic, social and political problems.

In the empirical study, Ascarya (2011) finds that the root causes of inflation are fiat money, price
control and fractional reserve banking system. Meanwhile, Ibrahim (2006) finds three evidences,
namely: 1) the results portray clearly an important causal role of money supply for other
macroeconomic variables; 2) expansion in money supply is inflationary; and 3) money supply — interest
rate and money supply — stock price interactions are destabilizing. Moreover, Yanuarti and Hutabarat
(2006), Husman (2007) and Ascarya (2009; 2011; 2012) find exchange rate (i.e., multiple fiat money
system) has proven to be one of the main contributors to induce inflation in several countries, including
Indonesia, while exchange rate is not only contribute to induce inflation but also hinder economy
growth. Suselo, et al. (2008) also finds the depreciation of rupiah and volatility of exchange rate will
hinder economy growth in Indonesia.

Meera and Larbani (2003) argue that using gold instead of national currencies in multiple payment
arrangement (MPA) eliminates exchange rate risk while allowing countries without any international
reserves to trade freely. Using gold will greatly reduce, if not eliminating, speculative and arbitrage
activities among the currencies of the participating countries. The MPA is more efficient and requires a
much lower amount of gold for settling the trade balances. The overall benefits are thus monetary
stability, justice, increased trade and economic prosperity with minimum international reserves, i.e.
things that are very much at stake in the current highly ‘blown-up’ vulnerable global fiat monetary
system. There are also some proves from Ascarya (2009; 2011; 2012), where he finds that the highest
contributor to prevent Inflation is gold standard and Profit-and-loss sharing (PLS). To prevent crisis
effectively Ascarya suggests that lower interest rate will decrease inflation, while international
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monetary system should move towards a just single (Gold) currency system where Gold standard is the
most just and stable monetary system. M. Yusuf, et al. (2002) argue that if Malaysia implement the
Gold Dinar side by side with Ringgit Malaysia, it is possible the that speculators will change from
speculating on currencies toward on gold prices to obtain profit. However, the impact of manipulation
currencies toward one economy could be reduced because of the gold does not inflate in value as it is a
commodity and has an intrinsic value.

Ryandono (2006) finds that interest system can impede investment and economic growth, so that it is
difficult to synchronize monetary sector and real sector, since the two sides have different interests and
objectives in the economy which is difficult to settle. In contrast, PLS system has positive relationship
with the economy and causes money turnover becomes effective and efficient at macro and micro
levels, and subsequently will cause stability in the economy. PLS system can stimulate investment and
economic growth, so that it will synchronize monetary sector and real sector, since the two sides have
similar interests and objectives in the economy.

There are a number of reasons why persistent inflation might tend to reduce economic growth. Motley
(1994) finds that inflation may affect saving and investment decisions, reducing the proportion of GDP
devoted to investment and so causing the economy to accumulate less human or physical capital. For
example, when inflation is high, it is usually more volatile, so that it is harder to forecast. This condition
may make it more difficult to deduce the real returns on investments from available market information
and may cause savers and investors to be less willing to make long-term nominal contracts or to invest
in long-term projects. The resulting reduced stocks of productive capital may, in turn, imply lower
levels of future GDP. In addition, Barro (1997) also finds that growth rate is enhanced by lowering
inflation and government consumption. Meanwhile, Tabi (2011) analyzes Cameroon data from 1960-
2007 on inflation and growth. The results show that money in circulation causes growth and growth
causes inflation.

3. METHODOLOGY

3.1 Type and Source of Data

The data used in this study is secondary data of monthly time series obtained from Indonesian
Economic and Finance Statistics of Bank Indonesia (SEKI-BI), KITCO, BPS, Sharia Banking Statistics
of Bank Indonesia (SPS-BI), as well as PLS returns from major full-fledged Islamic for the period of
January 2004 to June 2012.

3.2 Variable and Operational Definition
The variables used in this study and their operational definitions are as follows.
1. Inflation (INF) is the index of monthly CPI inflation obtained from SEKI-BI.
2. Growth (GRWTH) is the index of monthly Industrial Production Index, data obtained from BPS.

3. Interest System (INT) is the monthly 1-month working capital loan rate of conventional banks
obtained from SEKI-BI.

4. Profit-and-Loss Sharing System (PLS) is the returns of investment from Islamic bank represented
by equivalent rate from the actual returns of Mudharabah time deposit or investment obtained
from full-fledged Islamic banks and sharia Banking Statistics of Bank Indonesia (SPS-BI).

5. Multiple Fiat Currency (EXCH) is the nominal Rupiah exchange rate to the US Dollar obtained
from SEKI-BI.

6. Fiat money (MO) is equilibrium intrinsic proximate by the monthly MO, data obtained from
SEKI-BI.
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7. Gold (or Gold-backed) Money and/or Single Gold Standard (GOLD) is gold price index obtained
data obtained from KITCO.

8. Fractional Reserve Banking System (M2) is the monthly M2, data obtained from SEKI-BI.

3.3 Method of Estimation

This study will apply Vector Auto Regression (VAR)/Vector Error Correction Model (VECM) to
determine the dynamics of Islamic bank financing channel. VAR is an n-equation with n-endogenous
variable, where each variable is explained by its own lag, as well as current and past values of other
endogenous variables in the model. Therefore, in the context of modern econometrics, VAR is
considered as multivariate time series that treats all variables endogenous, since there is no confidence
that a variable is actually exogenous, and VAR allows the data to tell what actually happen (Ascarya,
2010). Sims (1980) argue that if there is true simultaneity among a set of variables, they should all be
treated on an equal footing and there should not be any a priori distinction between endogenous and
exogenous variables. The general VAR model mathematically can be represented as follows.

k
X,=4+ > A +X | +e,

=1 3.1)
Where xt is a vector of endogenous variables with (n x 1) dimension, uf is a vector of exogenous
variables, including constant (intercept) and trend, Ai is coefficient matrix with (n x n) dimension, and
et is a vector of residuals. In a simple bivariate system yz and zt, yt is affected by current and past value
of zt, while z# is affected by current and past value of yz. When data level is not stationary and there is a
cointegration between variables, the dynamic relationships of cointegrated system can be determned by
VECM. VECM will also overcome the drawback of first difference VAR and regain the long-term
relationships among variables. The trick is to reincorporate original equation in level into the new
equation as follows.

-1
Ax, = p, +1Ix_ + D T Ax,_ +¢

i=1

f
3.2)

Where, IT and I are functions of Ai. The matrix I can be decomposed into two matrices A and S with (n
x r) dimension. I = ST, where A is called an adjustment matrix and /S is a cointegration vector.
Moreover, r is a cointegration rank.

VAR/VECM analysis process can be read on figure 3.1. After basic data is ready, data is transformed
into natural logarithm form (/n), except for interest rates and the PLS return, to obtain consistent and
valid results. The first test conducted was the unit root test, to find out whether data is stationary or still
contain trends. If the data are stationary at levels, then VAR can be conducted at level. VAR level can
estimate the long-term relationship between variables. If data are not stationary at level, then the data
should be reduced at the first level (first difference), which reflects the difference or changes in data. If
the data are stationary at first difference, then the data will be tested whether there is cointegration
between variables. If there is no cointegration between variables, then VAR can only be done at the first
difference, and it can only estimate the short-term relationship between variables. Innovation
accounting would not be meaningful for the long-term relationship between variables. If there is
cointegration between variables, then VECM can be done using data level to obtain long-term
relationship between variables. VECM can estimate the short-term and long term relationship between
variables. Innovation accounting for the level VAR and VECM will be meaningful for the long-term
relationships.
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Figure 3.1: VAR Analysis Process
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Impulse response function analysis is performed to see the response of an endogenous variable to the
shocks of other variables in the model. Decomposition variance analysis is also carried out to see the
relative contribution of a variable in explaining the variability of the endogenous variable. The software
used in this research is Eviews.

The advantages of VAR method compared to other econometric methods, among others, are (Gujarati,
2004 and Enders, 2004): 1) VAR method is freed from various economic theory restrictions that often
exists, such as spurious variable endogeneity and exogeneity; 2) VAR develops model simultaneously
within complex multivariate system, so that it can capture all relationships among variables in the
equation; 3) Multivariate VAR test can avoid biased parameters due to exclusion of relevant variables;
4) VAR test can detect the relationships among variables within equation system by treating all
variables endogenous; 5) VAR method is simple where one does not have to worry about determining
which variables are endogenous and which ones exogenous, since VAR treats all variables endogenous;
6) VAR estimation is simple where the usual OLS method can be applied to each equation separately;
and 7) The estimate forecasts obtained are in many cases better than those obtained from other more
complex simultaneous-equation models.

Meanwhile, the disadvantages and problems of VAR model, according to Gujarati (2004), are: 1) VAR
model is a-theoretic, since it uses less prior information, unlike simultaneous-equation model where
exclusion and inclusion of certain variables plays a crucial role in the identification of the model; 2)
VAR model is less suited for policy analysis, due to its emphasis on forecasting; 3) Choosing the
appropriate lag length is the biggest practical challenge in VAR modeling, especially when there are too
many variables with long lag-length, so that there will be too many parameters that will consume a lot
of degree of freedom and require a large sample size; 4) All variables should be (jointly) stationary. If
not, all data should be transformed appropriately, e.g. by first-differencing. Long-term relationships will
be lost in the transformation of data level needed in the analysis; and 5) Impulse Response function
(IRF) is the centerpiece of VAR analysis, which has been questioned by researchers.

3.4 VECM Model

The VECM model of this study follows the general model of VECM as expressed in equation 3.2,
which will be divided into two models. The first model uses inflation (which will be represented by
consumer price index, CPI) as final objective, while the second model uses growth (which will be
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represented by industrial production index, IPI) as final objective. These simplified models can be
represented, as follows.

Inflation Model:

x; = {Inflation (INF), Financial Opt. System, Money System/International Monetary System, Banking
System}

Growth Model:

x, = {Growth (GRWTH), Financial Opt. System, Money System/International Monetary System,
Banking System}

The proxies of endogenous variables mentioned above, conventional as well as Islamic, can be read in
the following table (Table 3.1).

Table 3.1: Proxies of Endogenous Variables

Variable Financial Opt. Money System/ Banking System
System International
Monetary System
Conventional Interest System Fiat money (MO)/ Fractional
(INT) Multiple Fiat Reserve Banking
-Inflation (INF) Sél;rgg)y System System (M2)
Islamic Egg)\\:’tll}H) Profit-and-Loss Gold (or Gold- Narrow Banking
Sharing (PLS) backed) Money System (-)
and/or Single Gold
Standard (GOLD)

Narrow banking system variable will not be included in the model, because once fractional reserve
banking system is replaced by narrow banking system, there is no more money creation from banking
system.

Therefore, the complete inflation and growth models can be expressed as follows.
INF =f{ (INT, M2, EXCH, PLS, M0, GOLD) (3.3)
and

GRWTH = f (INT, M2, EXCH, PLS, M0, GOLD) (3.4)

4. RESULTS AND ANALYSIS

Required preliminary tests which should be carried out in VAR/VECM method include unit root test,
stability test, optimum lag test, and cointegration test.

4.1 Stationary Test

Stationary test or unit root test is intended to identify the state of the data, whether it is stationary or
non-stationary (or, whether it is stationary in level or stationary in first difference). In other words,
stationary test is used to identify the variable’s order of integration. When unit root exists, it means that
the data is not stationary and has trend component in it, which should be removed to produce
un-spurious results. Augmented Dickey-Fuller or ADF test and Phillips-Perron or PP test are used
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simultaneously to test the existence of unit root or the stationary of the data. Using 5% McKinnon
critical value, all variables are stationary at first difference.

4.2 Selection of Optimal Lag

Optimum lag length should be used in the VAR system to overcome the problem of autocorrelation.
Optimum lag test will determine lag length based on Akaike Information Criterion (AIC), Schwarz
Information Criterion (SC) or Hannan-Quinn Information Criterion (HQ). Every models have two
possible optimum lags, namely 2 (two), if it based on AIC, Moreover, Every models with lag 2 (two)
also produce more realistic results.

4.3 Cointegration Test

Stationary tests have concluded that all variables are stationary in first difference or I (1). The use of
level data to obtain long-run relationships (using VECM method) is only possible when there is at least
one cointegration between variables. Cointegration test will determine the number of equation systems
that can explain long-run relationship based on trace statistics. Trace test of all models indicates
cointegrating equations. Therefore, VECM method can be carried out.

4.4 Stability Test

Stability test is aimed to identify the stability of VAR system, so that the results of Impulse Response
Function (IRF) and Forecast Error Variance Decomposition (FEVD) are valid. The stability test based
on modulus or unit-circle will be applied to determine maximum lag length of the VAR system which is
still stable within its unit-circle or with modulus less than one. The result of stability test for inflation
model shows that the VAR system is stable up to lag 10 with modulus 0.196742- 0.989835. Similarly,
the result of stability test for growth model shows that the VAR system is also stable up to lag 10 with
modulus 0.259181- 0.999761.

4.5 Results

The results of VECM including Impulse Response Function (IRF) and Forecast Error Variance
Decomposition (FEVD) will be discussed in this section.

a. Impulse Response Function

Impulse Response Function (IRF) results for Inflation model (see figure 4.1) show that conventional
variables, namely interest system (INT), fractional reserve banking system (M2), fiat money (MO) and
multiple fiat currency (EXCH) give positive and permanent impact to inflation in the long run. In other
words, all conventional variables induce inflation. Meanwhile, two Islamic variables, namely profit-
and-loss sharing system (PLS) and Gold (or Gold-backed) Money and/or Single Gold Standard (GOLD)
give negative and permanent impact or curb inflation in the long run.
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Figure 4.1: Result of Impulse Response Function (IRF) for Inflation Model
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Results of Impulse Response Function (IRF) for Growth model (see figure 4.2) show that two
conventional variables, namely interest system (INT), multiple fiat currency (EXCH) and fiat money
(MO) give negative and permanent impact or hinder economic growth, while fractional reserve banking
system (M2) gives positive and permanent impact or promote economic growth in the long run.
Meanwhile, one Islamic variable, namely Gold (or Gold-backed) Money and/or Single Gold Standard
(GOLD) gives the biggest positive and permanent impact or promote economic growth, while two
Islamic variables, namely, profit-and-loss sharing system (PLS) give diminutive negative and
permanent impact to economic growth, in the long run.

239



Figure 4.2: Impulse Response Function (IRF) for Growth Model
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Forecast Error Variance Decomposition

Results of Forecast Error Variance Decomposition (FEVD) for inflation model (see figure 4.3) show
that the shares of the conventional variables to the variation of inflation are 0.16% for fractional reserve
banking system (M2), 38.44% for interest system (INT), 15.69% for fiat money (MO), and 0.72% for
multiple fiat currency (EXCH). Note that all of these conventional variables induce inflation.
Meanwhile, the shares Islamic variables to the variation of inflation are 2.11% for profit-and-loss
sharing (PLS) and 0.66% for Gold (or Gold-backed) Money and/or Single Gold Standard (GOLD).
Note that all of these Islamic variables curb inflation.
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Figure 4.3: Forecast Error Variance Decomposition for Inflation model
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Result of Forecast Error Variance Decomposition Inflation (FEVD) for Growth model (see figure 4.4)
show that the shares of conventional variables to the variation of growth are 2.01% for fractional
reserve banking system (M2), 71.72% for interest system (INT), for 0.96% for fiat money (MO), and
7.86% for multiple fiat currency (EXCH). Note that all of these conventional variables hinder growth,
except fractional reserve banking system (M?2). Meanwhile, the shares of Islamic variables to the
variation of growth are 2.22% for profit-and-loss sharing (PLS) and 4.07% for Gold (or Gold-backed)
Money and/or Single Gold Standard (GOLD). Gold (or Gold-backed) Money and/or Single Gold
Standard (GOLD) promotes economic growth, while profit-and-loss sharing (PLS) marginally hinder
economic growth.

Figure 4.4: Forecast Error Variance Decomposition for Growth Model
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4.6 Analysis
4.6.1 Inflation Model

Interest system in conventional financial system induces inflation with 38.44% share, while its
counterpart, PLS system in Islamic financial system, curbs inflation with 2.11% share. These results
inline with the prohibition of riba (usury or interest) in Islamic economics, which could damage the
economy with high inflation and price increase overtime. In a country adopting dual financial system,
where interest system operates side by side with PLS system, the objective of price stability and low
inflation could be achieved by increasing the share of PLS system or reducing the share of interest
system in the economy. Fiat money (MO) and multiple fiat currency (EXCH) in conventional financial
system induces inflation with 15.69% and 0.72% share, while its counterpart Gold (or Gold-backed)
Money and/or Single Gold Standard (GOLD) in Islamic financial system, curbs inflation with 0.66%
share. Although these figures are small, they are inline with Islamic economics, which suggest the
adoption of gold or gold backed currency system.

Fractional reserve banking system in conventional financial system creates new money which
eventually will induce inflation while narrow banking system in Islamic financial system does not
create new money, so that it will not induce inflation. The result shows that fractional reserve banking
system (M2) induces inflation with 0.16% share.

4.6.2 Growth Model

Interest system in conventional financial system hinders economic growth with 71.72% share, while its
counterpart, PLS system in Islamic financial system, only slightly hinders growth with 2.22% share.
These result inline with the prohibition of riba (usury or interest) in Islamic economics, where riba
could damage the economy with misallocation of resources, asset flows to financial sector (not to real
sector), and decoupling of financial and real sector. As a resulted there is always a gap between interest
rate and real productivity that leads to market distortion. In a country adopting dual financial system,
where interest system operates side by side with PLS system, the objective of economic growth could
be achieved by reducing the share of interest system or increasing PLS system in the economy.

Multiple fiat currency (EXCH) and fiat money (MO) in conventional financial system hinders economic
growth with 7.86% and 0.96% share. While its counterpart, Gold (or Gold-backed) Money and/or
Single Gold Standard (GOLD) in Islamic financial system promotes growth with 4.07% share.
Although these figures are small, they are inline with Islamic economics, which suggest the adoption of
gold or backed money system. The result shows anomalies that fractional reserve banking system (M2)
promote economic growth with 2.01% share.The anomaly could be resulted from very tight money
supply condition where M2/GDP in 2012 has only reached 40% (see figure 4.5) this means that when
M2 is raise under tight money supply, it will promote growth until it reached sufficient money supply
(M2 = GDP).
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Figure 4.5: M2/GDP Indonesia 2004-2012 (Rp. Trillion)
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From result shows interest system (INT) is the most inducing inflation with 38.44% share and the most
curbing economic growth with 71.72% share, followed by multiple fiat currency (EXCH) with 0.724%
share in inducing inflation and 7.86% share in curbing economic growth, fiat money (MO) with 15.69%
share in inducing inflation and 0.96% in curbing economic growth. Meanwhile, Gold (or Gold-backed)
Money and/or Single Gold Standard (GOLD) is the only one variable that provides positive impact to
economy with 0.66% share in curbing inflation and 4.07% in promoting economy growth. Profit-and-
loss sharing system (PLS) is the biggest variable that curbing inflation with 2.11% share and also
slightly (negligibly) curbing economic growth with 2.22% share. Fractional reserve banking system
(M2) induces inflation with 0.16% share and promotes economic growth with 2.01% share.

The results show anomalies that fractional reserve banking system (M2) in conventional financial
system only induce slightly inflation with 0.16% share and promote economic growth with 2.01%
share. The anomaly could be resulted from very tight money supply condition where M2/GDP in 2012
has only reached 40% (see figure 4.5). This means that when M2 is raise under money tight supply, it
will promote growth until it reached sufficient money supply (M2 = GDP).
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5. CONCLUSION AND RECOMMENDATION

5.1 Conclusion

The result shows that in conventional financial system interest rate is the main source of inflation with
the share of 38.44%, while fiat money, fractional reserve banking system and multiple fiat currency
give trivial share to inflation with the share of 15.69%, 0.16% and 0.72%, respectively. Meanwhile,
under Islamic financial system, PLS system and Gold (or Gold-backed) Money and/or Single Gold
Standard (GOLD) are the main cure for inflation, where they curb inflation with the share of 2.11% and
0.66%, respectively. The results also show that in conventional financial system, interest system,
multiple fiat currency and fiat money are the hindrance of economic growth with the share of 71.72%,
7.86%, and 0.69%, respectively. Conversely, fractional reserve banking system promotes economic
growth with the share of 2.01%. Meanwhile, under Islamic financial system, Gold (or Gold-backed)
Money and/or Single Gold Standard promotes economic growth with the share of 4.07%. Conversely,
PLS system slightly hinders economic growth with the share of only 2.22%. To curb inflation and
promote economic growth in dual financial system, such as Pakistan, Malaysia and Indonesia can be
achieved by increasing the share of PLS system. If interest system is replaced by PLS system, inflation
could be decreased by 40.33%, while economic growth could be increased by 69.50%.

The results show anomalies, where fractional reserve banking system in conventional financial system
only induces inflation slightly with only 0.16% share and promotes economic growth with 2.01% share.
The anomaly could be resulted from very tight money supply condition where M2/GDP in 2012 has
only reached 40% (see figure 4.5). This means that when M2 is raised under tight money supply, it will
promote growth until it reached sufficient money supply (M2 = GDP).

5.2 Recommendation

Under dual financial system in Indonesia, to minimize the negative impact of inflation and promote
growth can be achieved by returning to gold standard and increasing the share of PLS system. It is
sound difficult, but it is not impossible to be implemented gradually. The suggestion for goverment,
central bank and Financial Service Authority (FSA) to minimize the negative impact of inflation,
promote growth and enhance the stability of the financial system are as follows.

* The goverment should have political will and courage to gradually and systematically return to
gold standard for a better economy;

* Increase central bank gold reserves;

* The government should ensure people freedom to choose a completely different fair currencys;
* Implement gold payment system (including e-gold payment);

* Implement multilateral payment arrangements in gold with other country;

¢ Convert state owned conventional bank to state owned Islamic bank;

* Develop gold based Islamic financial products, such as gold account;

* Encourage people to save in gold and open two account (fiat money account and gold account)
* State owned enterprises should use Islamic finance for part of their financial activities;

*  Muslim civil servants should have account in Islamic bank;

* Islamic businesses and organizations should use Islamic finance for their financial activities;

*  Conduct research to develop Islamic financial system
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INSTRUMENTS FOR MEETING CAPITAL ADEQUACY REQUIREMENTS OF ADDITIONAL
TIER 1 AND TIER 2 UNDER BASEL III: A SHARI’AH PERSPECTIVE

Beebee Salma Sairally'
Marjan Muhammad®
Madaa Munjid Mustafa’

ABSTRACT

Basel III has reformed regulatory capital requirements for banking institutions in order to further strengthen the
banking sector’s resilience, by increasing the minimum capital levels to be maintained by banks as well as
redefining the criteria for qualifying regulatory capital instruments. Inevitably, Basel III regulations have an
impact on Islamic banking institutions (IBIs). The main concern is whether the Basel III capital instruments are
acceptable from the Shari’ah perspective. This research thus compares the qualifying AT1 and T2 capital
instruments under Basel III. Furthermore, it examines Shari’ah issues related to subordination, arising in both
equity-based and exchange-based contracts when used for structuring AT1 and T2 capital instruments. The study
relies on the content analysis of the classical and contemporary literature as well as case studies of musharakah
and mudarabah sukuk issued for meeting regulatory capital requirements under Basel II and Basel III.

The study finds that there are two possible approaches to comply with Basel III and Shari’ah requirements. First,
to avoid the Shari’ah issues related to the issue of subordination, it recommends musharakah instruments for both
AT1 and T2 capital whereby CET1, AT1 and T2 will all be ranked pari passu with one another. This approach
would still be compliant with the philosophy of Basel III which in substance aims to strengthen the resilience of
the banking sector by increasing the total equity of the Risk Weighted Assets (RWA). The second approach is to
use musharakah sukuk for AT1 and convertible murabaha or ijarah sukuk for T2 instruments to achieve the
effect of subordination among CET1, ATI1, T2 and current and saving accounts and general creditors during
going-concern and gone-concern scenarios. However, the Shari’ah issues surrounding the current structures of
these exchange-based contracts need to be resolved first before this approach can become a reality.

Keywords: Basel II1, Capital Adequacy Requirements, Additional Tier 1, Tier 2, Subordination

1. INTRODUCTION

The Basel III regulatory framework has set out new capital and liquidity standards for banking institutions. In
particular, Basel III has increased the minimum capital levels to be maintained by banks and redefined the criteria
for qualifying regulatory capital instruments to be included under Tier 1 (T1) and Tier 2 (T2) capital. The overall
objectives of the reforms are to enhance the banking sector’s ability to absorb shocks arising from financial and
economic stress and reduce the risk of spillover from the financial sector to the real economy (BCBS, 2011: 1).

The revised definition of regulatory capital by Basel III has in turn raised some key questions concerning the
capital raising exercise of Islamic banking institutions (IBIs). It is asked whether the Basel III capital instruments
are equally acceptable from a Shari’ah perspective — in terms of contracts and characteristics — and in terms of
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meeting the objective of strengthening the resilience of IBIs in the event of economic and financial stress.
Accordingly, regulatory bodies such as Bank Negara Malaysia (BNM) and standard setting bodies such as the
Islamic Financial Services Board (IFSB) have issued guidelines for IBIs on the maintenance of regulatory capital
in compliance with Basel III regulations. The Capital Adequacy Framework issued by BNM (2012) is applicable
to IBIs in Malaysia; while Exposure Draft-15 issued by IFSB (2012) — which is still going through the process of
revision based on public consultation and expected to be finalized by the end of 2013 — provides guidance to
regulators and IBIs worldwide on the maintenance of high-quality regulatory capital components which comply
with Shari’ah rules and principles.

Currently discussions about suitable instruments which will meet both Shari’ah requirements and the objectives
of Basel III are not yet settled. This research accordingly looks into the regulatory capital instruments for IBIs and
in this respect, has set out the following main objectives: (i) to examine the key criteria for classifying capital
instruments under Additional Tier 1 (AT1) and Tier 2 (T2) capital under Basel III; (ii) to discuss the current
subordinated sukuk issued by IBIs worldwide for meeting regulatory capital requirements; (iii) to examine the
Shari’ah issues relating to the capital instruments of IBIs arising in both equity-based and exchange-based
contracts; and (iv) to deliberate on the most suitable Shari’ah-compliant contracts for raising regulatory capital by
IBIs that will meet the objectives of Basel I1I.

Accordingly, the research is organized as follows: Section 2 examines the definition of capital and criteria of the
instruments from Basel III perspective. Section 3 thereafter examines the current subordinated sukuk issued by
IBIs for meeting regulatory capital. Section 4 then deliberates on the Shari’ah issues arising from the
consideration of equity-based and exchange-based contracts to structure AT1 and T2 capital instruments. In
particular, this section focuses on the issue of subordination and conversion of the capital instruments. In the light
of the discussions, Section 5 deliberates on the Shari’ah-compliant structures most suitable for meeting
regulatory capital requirements of IBIs. Section 6 finally concludes the discussion.

2. CAPITAL: BASEL III PERSPECTIVE

The need for good quality capital is essential during times of crisis. Basel III effectively aims to ensure that banks
have sufficient regulatory capital to meet their obligations in the event of losses and thus reduce the need for bail
out by the public sector — as was the case during the last financial crisis. This section examines the definition of
regulatory capital under Basel III, delineates the criteria set out by Basel III for classifying instruments under T1
and T2 capital, and summarizes the type of instruments that will meet Basel III criteria for T1 and T2 capital.

2.1. Definition of Regulatory Capital: From Basel II to Basel III

It is noted that Basel II classified capital under Tier 1, Tier 2 and Tier 3. While total regulatory capital has been
maintained at 8% of risk-weighted assets (RWA) under Basel III (similar to Basel II), Basel III abolished Tier 3
and classified regulatory capital under only T1 and T2. The components of T1 and T2 have also been changed
from 4% each under Basel II to T1 being 6% and T2 being 2% under Basel III. Common Equity Tier 1 (CET1)
under Basel III has been increased from 2% under Basel II to 4.5% to improve the quality of the capital base.
Moreover, a Capital Conservation Buffer CET1 of 2.5% has been added which is to be attained by 2019. This
will increase total regulatory capital to 10.5% as compared to the current 8% of RWA. These changes are
depicted in Figure 1.
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Figure 1: Basel III Changes to Capital Structure
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Adapted from KFH Research Ltd. (2011: 9), European Central Bank (2010: 126); BCBS (2006)

As indicated above, Basel III has distinguished between going-concern (where the bank is still solvent and
continuing operation) and gone-concern (where the bank is insolvent and will be wound-up) scenarios and has
thus specified the type of capital instruments that will be affected by adverse economic conditions based on the
stage at which the crisis happens.* T1 capital, which comprises Common Equity Tier 1 (CET1) and Additional
Tier 1 (ATI), will absorb losses during going-concern. T2 refers to gone-concern capital, which will absorb
further losses when the bank reaches the point of non-viability (but may not be necessarily wound up).

Given the distinction between going-concern and gone-concern capital, it means that losses will be deducted from
respective capital components in certain specific order: first, it will be borne by CET1; then followed by AT1
capital; ultimately, further losses will be absorbed by T2 capital when the bank reaches the point of non-viability.
In principle, depositors and general creditors will be last to bear losses in the event of liquidation. This ranking of
the capital instruments supports the overall objective of Basel III which aims at ensuring that the bank has
sufficient capital to bear losses during times of crises. Hence, the strategy adopted by Basel III is for banks to
issue capital instruments which make capital available on a long term basis and which are equity-like in principle
— or at least be convertible to common equity or has mandatory write-down features — such that they have the
ability to absorb losses by being ranked below other categories of liabilities.

2.2. Criteria for Regulatory Capital

According to Basel III, the key criteria for the instruments issued by banks to meet the CET1 (particularly
common shares), AT1 and T2 capital requirements are summarized in Table 1.

* In between the situation of financial health during going-concern and the winding-up scenario during gone-
concern is also the situation of non-viability where the bank is still running but faces times of financial stress.
Often, measures are taken at this point to ensure continuity in the operations of the bank so that it is not
necessarily wound-up.

249



Table 1: Key Criteria for Classifying Capital Instruments under Basel 111

Common Shares

AT1

T2

Issued and paid-in

Issued and paid-in

Issued and paid-in

Most subordinated claim in
liquidation of the bank

Subordinated to depositors, general
creditors and other holders of
subordinated debt of the bank (i.. it
must be senior only to common

equity)

Subordinated to depositors and
general creditors of the bank (i.e. it
must be senior to AT1 and common

equity)

Absorb losses on going-concern
basis and pari-passu within the
highest quality of capital

Absorb losses on going-concerm
basis

Absorb losses on gone-concern
basis

Not secured, nor guaranteed by
bank or related entity that enhances
seniority of claim vis-a-vis other
creditors

Not secured, nor guaranteed by
bank or related entity that enhances
seniority of claim vis-a-vis other
creditors

Principal is perpetual (i.e. has no
scheduled repayment/maturity date)
and never repaid outside of
liquidation.

Perpetual in nature (i.e. has no

scheduled repayment/maturity date)
and has no step-up or other features
which provide incentives to redeem

Minimum maturity shall be at least
5 years and has no step-up or other
features which provide incentives to
redeem

Callable after minimum of 5 years
at initiative of bank only subject to
conditions

Callable after minimum of 5 years
at initiative of bank only subject to
conditions

Bank does not create an expectation
at issuance that instrument will be
bought back, redeemed or cancelled

Any repayment of principal
(through repurchase or redemption)
must be with prior supervisory
approval

Investor has no right to accelerate
repayment of future scheduled
payments (coupon or principal)
except in bankruptcy and
liquidation

Dividend is fully discretionary and
non-cumulative. Non-payment is
not an event of default.

Dividend/coupon is fully
discretionary and non-cumulative.
Non-payment is not an event of
default.

Distributions paid only after all
legal and contractual obligations
have been met and payments on
more senior capital instruments
made.

Distribution of profits should not be
linked to the credit rating of the
bank.

Distribution of profits should not
be linked to the credit rating of
the bank

Classified as equity for accounting
purposes

Instruments cannot contribute to
liabilities exceeding assets

Instruments classified as liabilities
must have principal loss absorption
capacity through either (i)
conversion to common shares at a
pre-specified trigger point or (ii)
write down mechanism which
allocates losses to the instrument at
a pre-specified trigger point

Bank can not directly or indirectly
have funded the purchase of the
instrument.

Neither the bank nor a related party
to the bank can purchase the
instrument.

Neither the bank nor a related party
to the bank can purchase the
instrument.

Instrument can be issued indirectly

Instrument can be issued indirectly
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via an SPV and proceeds must be
immediately available.

via an SPV and proceeds must be
immediately available.

Source: BCBS (2011)

Based on the criteria set out in Table 1 above, AT1 and T2 capital instruments should in principle be:

(i) Long-term in nature with maturity of at least 5 years for T2 instruments and perpetual for AT1 instruments
(although AT]1 instruments may be callable after minimum of 5 years at the initiative of the bank subject to
certain conditions). This criterion limits the redemption of the instruments, hence assuring the availability of
the capital raised through the issuance of these instruments on a long-term basis.

(ii) Subordinated instruments that can be ranked junior in right and priority of payment compared to other
creditors and would be able to absorb losses in the event of non-viability. In the case of T2 instruments, they
will absorb losses only under gone-concern scenarios. T2 instruments rank junior in their rights of payment
compared to deposit liabilities and general creditors and senior vis-a-vis AT1 instruments. On the other hand,
AT1 instruments will bear losses in even going-concern scenarios and will rank junior to T2 instruments.
Nonetheless, both AT1 and T2 instruments will rank senior to common equity (CET1).

(iii) Unsecured in nature (i.e. not backed by any collateral or covered by any guarantee of the bank). This ensures
that there is no security to rely upon for repayment of the capital raised through the instrument during times
of losses and consequently the instrument will be able to absorb losses.

(iv) In the case of AT1 capital instruments, debt instruments must have principal loss absorption capacity through
mandatory conversion to common shares or write-down at a pre-specified trigger point. Conversion of debt
instruments to equity structures at some trigger point ensures that the instrument will not have its capital
guaranteed (or represent liabilities) and thus is able to absorb losses (by representing equity).

Therefore based on the above criteria for classifying capital instruments, CET1, AT1 and T2 capital can take the
form as described in Table 2. Table 2 further compares the capital instruments with those under Basel 1I.

Table 2: Forms of Capital Instruments in Basel II and Basel III

Basel 11 8% Basel 111 8%
Tier 3 Tier 3
*  Short term subordinated debt *  Abolished
Tier 2 4% | Tier 2 2%
* Undisclosed reserves * Long term instruments (of at least 5 years

maturity) which behave like debt in principle,
are unsecured and can be subordinated or
ranked junior to other debts (e.g. depositors
and general creditors) in terms of their right
and priority of payment.

* Asset revaluation reserves

* General provisions/loan-loss reserves

* Hybrid (debt/equity) capital
instruments e.g. Perpetual cumulative
preference shares; Long term

preference shares; Perpetual debt
instruments
* Long term subordinated debt
* Fixed term subordinated securities
* Perpetual subordinated debt

¢ This subordinated debt will however rank

senior to AT1 instruments and CET1
(Classified as liability for accounting
purposes).

Innovative Tier 1
* Innovative tier 1 instruments

2%

Additional Tier 1

Perpetual Instruments which are equity in
nature, e.g., perpetual non-cumulative

15%
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preference shares (classified as equity for
accounting purposes).

Perpetual instruments (or at least long term
with minimum of 5 years maturity) which are
equity-like in nature, are unsecured, and can be
subordinated or ranked junior to T2
instruments, depositors and general creditors.
AT]1 instruments will however rank senior to
CET1 (classified as equity for accounting
purposes).

Debt-based instruments which are convertible
to common equity or be written down at some
pre-specified trigger event (classified as
liability for accounting purposes).

Core Tier 1
*  Paid up share capital
*  Disclosed reserves

2%

Common Equity Tier 1 (CET1)

Common shares issued by the bank
Stock surplus

Retained earnings

Other comprehensive income and
disclosed reserves

Common  shares  issued by
consolidated subsidiaries of the bank
and held by third parties

45%

Sources: BCBS (2006); Gleeson (2010: 46); Authors’ Own

3. SUBORDINATED SUKUK ISSUED BY IBIs AS REGULATORY CAPITAL

This section examines the types of sukuk which have been issued by IBIs for meeting regulatory capital
requirements. It is noted that so far only two sukuk have been issued worldwide based on Basel III capital
requirements — notably, the subordinated, perpetual mudarabah sukuk issued by Abu Dhabi Islamic Bank
(ADIB) in 2012 as AT1 capital; and the issuance of a USD 1 billion AT1 perpetual sukuk by Dubai Islamic Bank

(DIB) in March 2013.

A list of subordinated sukuk issued by various IBIs as T2 capital under Basel Il is provided in Table 3. It is to be
noted that the criteria for T2 capital under Basel II align with the need to issue subordinated capital instruments
under Basel III. Accordingly, the sukuk issued in compliance with Basel II are still deemed relevant to the

discussion of this paper.
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Table 3: List of Subordinated Sukuk Issued by IBIs

IBIs In
Type Co
Programme Issued | Issuance Shari'ah Maturit Profit of mpli
gr Amount Date Structure y Rate Capita -
1 ance
with
25 Sep
CIMB . | RMS550 | 2009: 25 Sep Base
Islamic Bank RM 2,000 mil mil RM 300 Musharakah 2005 5.85% T2 I
mil
21 Apr
CIMB 2011: 21 Apr Base
Islamic Bank RM 250 | Musharakah | o0y 71 420% T2y
mil
Maybank RM 31 Mar 31 Mar Base
Islamic 1 r,?l(i)lo 011 Musharakah 001 4.22% T2 I
Bank
RM 15 June 15 June Base
Muamal.at 400 mil 2011 Musharakah 2001 5.15% T2 T
Malaysia
Am Islamic . RM 30 Sept 30 Sept Base
Bank RM 2,000 mil 600 mil 2011 Musharakah 2001 4.40% T2 I
Mudarabah
(51%) and
Bank Al IS [0%%) 29 Mar Murabahah 29 Mar SE’%R T Base
Jazira r’nil 2011 49%) , 2021 bos 1
callable after P
5 years
Saudi SAR Mudarabah SIBOR B
Hollandi . 2009 | callableafter | 2019 +190 T2 ase
775 mil 1
Bank 5 years bps
Saudi British SAR S%nlliolr?(())So ° Base
Bank 1 r,ISI?IO 2012 million 2017 - T2 T
SABB notes
IDR 275
bil
$
299727
Bank Syariah 52) 19 Dec (gﬁggf:i?tﬁr 19 Dec 10% T Base
Mandiri and 2011 5 years) 2021 ¢ 11
IDR 150 Y
bil
($16,348
J73)
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Abu Dhabi USD Base
9 | Islamic Bank 1,000 2012 Mudarabah Perpetual | 6.375% ATl 1100
(ADIB) mil
1 Dubai USD Mudarabah Base
0 Islamic Bank 1,000 2013 (callable at Perpetual 6.25% ATI1 I
(DIB) mil year 6)

In general, the following key features were observed about the sukuk issued by IBIs for raising regulatory capital:

i. General Obligation Sukuk

In practice, IBIs have been issuing general obligation sukuk whereby the sukuk is linked neither to any specific
project nor to any underlying asset. No specific assets are also purchased with the sukuk proceeds; instead, the
sukuk proceeds (total or partly) are co-mingled in the general Shari’ah-compliant financial services business of
the obligor (IBI). Under this type of sukuk, the obligor will have a general obligation to pay the sukuk holders.

The appropriate Shari’ah structure suitable for issuing general obligation sukuk is in fact unrestricted equity-based
contracts, which do not require a specific underlying asset to be associated with the issuance (Mokhtar,
unpublished). Indeed, from Table 3, it is noted that most of the sukuk issued have been structured using the
musharakah or mudarabah principles. The musharalah sukuk in some cases referred to (i) a partnership being
established among the sukuk holders (investors) (e.g. Amlslamic bank, CIMB Islamic bank) and (ii) in other
cases represented a partnership established between the sukuk holders and the IBI (e.g. Maybank Islamic, Bank
Muamalat Malaysia). The first form essentially works like a wakalah, with the sukuk holders (investors)
representing the principal (muwakkil) and the IBI representing the agent/manager (wakil); yet the structure has
been recognized as a musharakah sukuk on basis of the partnership formed among the sukuk holders. The second
form is a musharakah which is formed between the issuer (IBI) which contributes its share of the business and
the sukuk holders who invest their share of capital to the partnership venture.

Even when the sukuk has been called a mudarabah sukuk, essentially the sukuk represented a musharakah
structure, with the partnership formed between the sukuk holders and the IBI. One such case is the mudarabah
sukuk issued by the Saudi Hollandi Bank where both the musharakah and mudarabah principles apply; the bank,
in this case represented a mudarib (manager) of and a musharik (partner) in the ownership of the portfolio of
assets (Elgari, n.d.). The forms of musharakah and mudarabah subordinated sukuk issued in practice are as
depicted in Figure 3 below.
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Figure 3: Forms of Mudarabah and Musharakah Subordinated Sukuk issued in Practice

Mudarabah Sukuk Musharakah Sukuk Musharakah Sukuk
Bank (as mudarib- Bank (as a manager of Bank (as one side of
managing the venture) the musharakah venture) the partnership)
Sukukholders Sukukholders Sukukholders
(represent investors as (where the (representing the other
rabb al-mEI) musharakah is among side of the partnership)
the sukukholders)
(Essentially a musharakah between (Essentially a wakalah but (Musharakah is between the
bank the bank and sukukholders called a musharakah) and the
sukukholders)
but called a mudarabah)

Source: Authors’ Own

ii. Subordinated Sukuk

Overall, the principle of subordination has been applied to the equity-based sukuk issued. In general, the ranking
of the subordinated sukuk vis-a-vis other obligations of the issuer follows the order as below: (i) Deposit liabilities
and other liabilities; (ii) Senior Creditors; and (iii) Subordinated Sukuk ranked pari passu with other Subordinated
debt of issuer.

The Principal Terms and Conditions (PTC) of most of the sukuk, however, do not specify the ranking of the
musharakah or mudarabah sukuk vis-a-vis ordinary share capital. AmlIslamic Bank is the only exception which
clearly specifies that the Musharakah Sukuk will rank senior to ordinary share capital.

iii. Unsecured Sukuk

The sukuk represented unsecured obligations of the issuer and no collateral is given to back their repayment. In
the case of the Malaysian sukuk, although no collateral was used as security for the sukuk, the elements of
Purchase Undertaking and Sale Undertaking (PU and SU) were present to ensure purchase of the trust assets by
the obligor. It is noted that according to the practice in Malaysia, it is allowed to include a PU to repurchase the
assets from the sukuk holders at nominal value at maturity (Saripudin et. al., 2012). According to Securities
Commission Malaysia (2012: 161), PU is not considered a condition in the contract between the issuer and the
investors as it is not included in the main sukuk contract. In form, therefore, it is not deemed as representing the
guarantee of capital repayment of the sukuk.

4. SHARI’AH ISSUES RELATING TO CAPITAL INSTRUMENTS FOR IBIs

According to Basel III, some instruments would have to be ranked senior or junior to others to enable them bear
losses either under going-concern or gone-concern scenarios (e.g. T2 bears losses only under gone-concern and is
ranked senior to AT1; AT1 bears losses even during going-concern scenario and is ranked senior to common
equity). This therefore necessitates the issuance of subordinated instruments by banks for their capital raising
purposes. Subsequently, the questions asked are: What is meant by subordination? Would the issuance of
subordinated instruments by IBIs implicate any issues from the Shari’ah perspective? This section will discuss
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the issue of subordination in relation to both equity-based and exchange-based instruments, along with discussing
the issue of conversion of capital from the Shari’ah perspective. This is because AT1 instruments under Basel 111
can either be converted into common equity upon some trigger event to enable them bear losses or be written-
down.

4.1. What is Subordination?

The key characteristic to achieve loss absorbency is through subordination. Subordination is “a transaction
whereby one creditor (the subordinated or junior creditor) agrees not to be paid by a borrower or other debtor
until another creditor of the common debtor (the senior creditor) has been paid” (Wood, 2007: 177). According
to FSA (2007: 6), subordinated instruments act as a buffer to absorb losses during a gone-concern situation thus
providing protection to all senior creditors, especially depositors.

4.2. Subordination in relation to Equity-based Instruments

As elaborated in Section 3, most of the IBIs have so-far raised regulatory capital via equity-based sukuk such as
musharakah and mudarabah structures to meet both Basel II and Basel III requirements. Although some of the
equity-based sukuk are structured using mudarabah, the structure is essentially a musharakah whereby a
partnership is formed between the sukuk holders and the IBI as the capital raised from the sukuk holders
(investors as rabb al-mal) is co-mingled with that of the issuer (IBI as mudarib who manages the musharakah
venture) and used for the general obligation of the IBI. In theory, the rabb al-mal in mudarabah subordinated
sukuk has an ownership claim over the proportion of the assets financed by his mudarabah funds. However, in
practice, once the assets have been used by the IBI for its general obligation (not for a specific asset), the
mudarabah funds of the rabb al-mal can no longer be distinguished from the IBI’s assets. Hence, although the
structure is called mudarabah, in essence it takes the ruling of musharakah.

Meanwhile, there are two forms of musharakah subordinated sukuk issued by IBls as regulatory capital under
Basel II: (i) partnership between the issuer (IBI) and the investors (sukuk holders); and (ii) partnership among the
investors, where the issuer acts as a manager/agent (wakil) of the venture and investors become principal
(muwakkil).

It is noted that in principle, wakalah contract can also be used to raise regulatory capital to meet Basel III
requirements for AT1 as under this contract, the loss is borne solely by the principal (investors) and the profit also
belongs to him. As such, the element of subordination is inherently embedded. Nonetheless, similar to the
mudarabah structure, the wakalah sukuk is also essentially a musharakah as the capital raised will be used for the
general obligations of the IBIs, not for investment in a specific asset. Even though in theory the muwakkil of the
wakalah fund has the ownership claim over his proportion of assets, once his funds are co-mingled with the
manager’s assets, the segregation between both funds are quite impossible. Thus, even though the structure is
called wakalah, in essence it works like musharakah.

Therefore, the paper is of the view that only musharakah sukuk can be used for structuring AT1 instruments for
meeting Basel III requirements. Other equity-based structures such as mudarabah and wakalah sukuk (either
restricted or unrestricted) cannot be considered for AT1 under Basel III for the capital raised thereof should be
used for specific assets, similar to the investment account holders (IAH) account, thus cannot be calculated as part
of the IBIs’ capital.

Given the above facts, the discussion on subordination in relation to equity-based instruments will focus on the
concept of subordination in the musharakah contract. Accordingly, this section looks in detail whether ordinary
shareholders can be subordinated to equity-based sukuk holders despite musharakah is the underlying contract for
both, or should each ordinary shareholders and equity-based sukuk holders be ranked pari passu with one another
in terms of payment. The section also examines the need to achieve loss absorbency via the conversion of equity-
based sukuk into ordinary shares.
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4.2.1 Subordination in Musharakah Contract

In principle, under a musharakah contract, it is not possible for one partner to be subordinated vis-a-vis another
partner, whereby one partner has a priority in receiving payments (i.e. the expected profit on the periodical
distribution date and capital in the event of winding up) based on the following two fundamental rules of a
musharakah contract: “Profit is based on the agreement of the parties, but loss is always subject to the capital
contribution [of investment]” (Al-San'ani, 1403H, 8: 248).

Profit and Loss Sharing among Musharakah Partners

The above rule underlines how profit is to be distributed and loss is to be shared among partners in a musharakah
contract. Although jurists unanimously agree that each musharakah partner should bear losses in proportion to
their capital contribution only (Al-Sarakhsi, 1993, 11: 156), they have different opinions regarding the bases for
entitlement to profit. Hanafis and Hanbalis view that partners are entitled to profit based on three factors: wealth,
work and liability for bearing loss, relying on the following principle: “The entitlement to profit is either due to
wealth (mal) or work (‘amal) or liability for bearing loss (daman)” (Al-Kasani, 1986, 6: 62)

Accordingly, they allow for musharakah partners to agree on the profit to be in proportion to the capital
contribution or in excess of it based on stipulation. Hence, they permit excess profit for excess work, except that
Hanbalis allow the excess of profit to be merely based on stipulation, regardless whether the partner is a working
or sleeping partner (Ibn Qudamah, 1968, 5: 23); while Hanafis argue that if partners stipulate that only one
partner will manage the musharakah venture, then the sleeping partner will not get more than his capital
contribution (Al-Sarakhsi, 1993, 11: 154).

The AAOIFI (2010: 208) also adopts the opinion of Hanafis where the Shari’ah standard on musharakah
provides that: In principle, the shares of profit must be in proportion to the percentage of each partner’s
contribution to the Sharika capital. Nevertheless, the partners may agree to make profit-sharing not
proportionate to their contributions to capital, provided that the additional percentage of contribution to the
capital is not in favour of a sleeping partmer. If a partner did not stipulate a condition that he be a sleeping
partner, then he is entitled to stipulate an additional profit share over his percentage of contribution to the capital
even if he did not work.

Malikis and Shafi’is, on the other hand, opine that the proportion of profit, similar to the sharing of loss, should
conform to the capital contribution (Al-Madani, 1994, 3: 605; Al-Sharbini, 3: 227).

While the above arguments indicate that there are differences of opinion among schools of thought with regard to
the percentage of profit due to each partner, no discussion is found in the figh literature on whether it is possible
to give priority of payment to one partner in a musharakah venture before another partner is paid.

Nonetheless, some contemporary scholars have allowed subordination in musharakah, through the concept of
tanazul. The resolutions of the Securities Commission Malaysia Shari’ah Advisory Council (2007: 92-93)
provide that non-cumulative preference shares are permissible based on the concept of fanazul, which refers to
“surrendering the rights to a share of the profits based on parmership, by giving priority to the preference
shareholders” . This tanazul is willingly given upfront by the ordinary shareholders to the preference shareholders
during the Annual General Meeting (AGM) of a company.

The definition, at a first glance, indicates that fanazul connotes the same meaning with isqgat al-haq
(relinquishment of one’s right), which is normally discussed in the context of ibra’. Yet, ibra’ itself has been
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defined by jurists in two ways, either as isgat (relinquishment of one’s right) or tamlik (transfer of ownership), or
both as in the case of providing ibra’ for outstanding debts.’

Nevertheless, a closer look at these terminologies, i.e. isqat al-haq and ibra’, reveals that they are related to
something which has been established, or the causes for entitlement have already existed, while fanazul in the
context of musharakah is related to something which is yet to exist (Hasan, 2010). In other words, when one
partner forgoes his right to be ranked pari passu with other partners in receiving payments, neither the profit nor
the causes for his entitlement to profit (i.e. the investment) have yet existed.

Hasan (2010) suggests that this kind of fanazul can be considered a gift for something which is not in existence
(hibah bi al-ma’dum), based on the view of Malikis who allow one partner to willingly give more profit to
another partner on a charitable (tabarru’) basis. Al-Khurashi (n.d, 6: 45-46) mentions:

“Profit and loss are based on the capital contribution, which means that when the capital of partnership
gains profit or loss, it is compulsory to distribute it among the partners according to their capital
contribution, which can be equal or variant, whether they stipulate it or are silent about it. Similar to
profit and loss, work shall also be proportionate to capital. The sharikah is void when any variance is
stipulated, as each partner is entitled to a fee for the work done for the other parters. This means the
sharikah is void when variance to the profit is stipulated in the contract... Nevertheless, one of the
partners can make a voluntary donation, give a loan or a hibah after the contract. In other words, he can
donate a portion of the profit or the work to his partner after concluding the contract [emphasis added].
He can also give him a loan or gift him something [from the profit] after concluding the sharikah
contract, because what comes after the [conclusion] of contracts is different from what is included in
them.”

The above quotation indicate that Maliki jurists allow the percentage of profit distribution to be in excess of the
capital contribution (i.e. different from the percentage of capital contribution) if it is voluntarily given via tabarru’
or hibah after the conclusion of the contract, not before or in the contract. For instance, if A contributes 30% and
B contributes 70% of capital, in the contract, A and B shall receive 30% and 70% profit respectively (whether it
is stipulated or otherwise), as profit should be proportionate to the capital contribution. Nevertheless, after the
conclusion of the musharakah contract, both can negotiate to amend the percentage of the profit where B can
voluntarily give 10% of his profit percentage to A, and thus the new percentage of profit shall be 40% for A and
60% for B.

By saying this, Malikis do not in any way indicate that one of the partners can have a priority in getting the profit
or the capital as embodied in the concept of subordination. Therefore, it is inaccurate to claim that hibah bi al-
ma’dum can be a basis for allowing fanazul of right that has not been acquired or established, as Malikis’ opinion
in this context is similar to that of Hanafis’ and Hanbalis’ on permitting variance of profit from the capital
contribution, as mentioned earlier, except that the former do not allow for a stipulation in the contract unlike the
latter.

In line with this, AAOIFI (2010: 204) rules that the determination of the percentage of profit due to each partner
should not be deferred until the realization of the profit; rather to be determined at the time of concluding the
musharakah contract. However, partners may mutually agree to amend the percentage of profit sharing on the

> Ibn Humam (n.d, 4: 389) defines ibra’ as “waiving the ownership that is in one’s liability”, while Al-Khurashi
(n.d, 4: 7) defines it as “considering one’s debt to be a gift to [the debtor]”. Accordingly, the Hanafis and an
opinion of the Malikis and the Shafi’is and the preponderant view of the Hanbalis refer to ibrE’ as an act of
relinquishing one’s right. On the other hand, some Malikis, Shafi’is and Hanbalis consider ibrE’ as an act of
transferring the ownership of one’s right. Other jurists such as Ibn Nujaym are of the view that ibrE’ can refer to
both meanings, as in the case of providing ibrE’ for outstanding debt. See: Al-Mawsu’ah Al-Fighiyyah (1983, 1:
148-149).
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date of distribution. A partner may also relinquish a portion of the profit that is due to him in favour of the other
partners on the date of distribution.

Moreover, if one of the partners is given priority in receiving payment either through stipulation in the contract or
through a promise after the contract, this will go against one of the mugtada al-‘aqd (nature and implication of
the contract) and objective of musharakah which is about the making of profit and sharing it among the partners.
Al-Sarakhsi (1993, 11: 156) states:
“This contract is a trust-based contract, and its objective is to gain profit, which is attained through the
conscientious discharge of fiduciary duties. The amount of capital contributed by each partner should be
made clear because, when it comes time to distribute the profit, each partner’s capital contribution must
be accounted for in order to determine the profit.”

Similarly, with regard to loss, jurists unanimously agree that each musharakah partner should bear losses in
proportion to their capital contribution only. Indirectly, it can be said that jurists do not agree on giving
conditional priority to others in receiving payment so that loss is borne by one partner only. Accordingly,
AAOIFI (2010: 204) provides:

“It is not permitted, therefore, to agree on holding one partner or a group of partners liable for the
entire loss or liable for a percentage of loss that does not match their share of ownership in the
partnership. It is, however, valid that one partner takes, without any prior condition, the responsibility
of bearing loss at the time of loss” .

Based on the above arguments therefore, it can be summarized that: (i) Hanafis and Hanbalis agree that the ratio
of profit sharing can be equal to capital contribution or in excess of it based on the agreement among the partners
in the contract; while Malikis allow for voluntary renegotiation of the profit sharing ratio in excess of capital
contribution after the conclusion of the musharakah contract; (ii) there is no discussion among jurists that one of
the partners can have a conditional priority in getting the profit or the capital as embodied in the concept of
subordination; (iii) jurists unanimously agree that losses should be borne by each partner in proportion to capital
contribution and thus no partner can be ranked junior to absorb more losses. Nevertheless, one partner can
voluntarily bear the loss at the time of loss without any prior condition.

Unilateral Promise (Wa’ad) for Isqat al-Haq

Although as mentioned above, it is not possible for fanazul to be based on hibah bi al-ma’dum, one possible
mechanism of structuring subordinated equity-based instruments is via wa’ad bi isqat al-haq, commonly known
as wa’ad bi tanazul (promise to relinquish one’s right). According to AAOIFI (2010), a wa’ad (promise) is not
considered an integral part of a transaction and as such would not lead to a combination of two contracts in one.
However, since wa’ad is legally binding according to Hanafi (Ibn Nujaym, 1999: 247) and Maliki scholars (Ibn
Rushd, 1988: 15: 318) if it is contingent upon a condition or related to a cause (in our case, the cause being the
loss in the event of non-viability), the promisor (equity sukuk holder) has no option but to forgo his right to
receive the profit or capital. Accordingly, the inclusion of the wa’ad will lead to violation of the mugtada al-‘aqd
of the musharakah contract, which is about sharing profit and loss. Therefore, this paper is of the view that
subordination of equity holders via wa’ad is a hilah (legal stratagem) and should not be adopted.

Knowing the fact that Muslim jurists unanimously agree that musharakah partners rank pari passu in terms of
loss, can we still rank musharakah sukuk holders above ordinary shareholders in order to meet Basel III

requirements? This issue will be deliberated in the following sub-section.

4.2.2. Subordinating Ordinary Shareholders vis-a-vis Musharakah Sukuk holders
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Under Basel 111, ordinary shareholders (CET1) are considered the lowest in rank compared to AT1 and T2 capital
instruments. Shari’ah issues therefore arise if AT1 and T2 instruments were structured using musharakah
contracts which usually represent sukuk whose proceeds are invested in the general financial business of the IBIs.
In substance therefore these general obligation musharakah sukuk are similar to ordinary shares and should be
ranked pari passu. However, based on the argument provided in Section 4.2.1, where some scholars have
allowed for subordination of one partner vis-a-vis another on the principle of tanazul, ordinary shareholders can
be subordinated in ranking vis-a-vis musharakah sukuk holders (whether AT1 or T2) if they agree that they are
the last in rank to receive payment and agree to waive their right of receiving payment on the basis of fanazul. In
other words, the musharakah sukuk holders will be given priority to receive payment compared to ordinary
shareholders.

However, based on the justifications given earlier, this paper is of the view that subordination of CET1 vis-a-vis
musharakah sukuk is not possible. From a Shari’ah viewpoint, they should be ranked pari passu and be treated
equally in terms of loss absorption.

Accordingly, from the Shari’ah perspective, it is not possible to maintain Basel III’s ranking order of CET1
(ordinary shares) representing the most subordinated claim in the event of liquidation, to be followed by AT1 and
then T2 capital, if both AT1 and T2 are structured using musharakah contracts (unless legal stratagem like wa’ad
bi tanazul is applied). Nonetheless, if the IBIs would like to comply with the philosophy of Basel III which in
substance aims to increase the percentage of total equity in 8% of the RWA, they can issue musharakah
subordinated sukuk for both AT1 and T2 instruments (as an additional capital) without making any distinction
between going-concern and gone-concern capital.

4.2.3. Conversion of Equity-based Sukuk into Ordinary Shares

If equity (musharakah) sukuk holders and ordinary shareholders are ranked pari passu, the question asked is
whether it is necessary for equity-based sukuk to be converted into ordinary shares in the event of loss?

From the Shari’ah perspective, as argued earlier, both ordinary shares and the general obligation equity-based
sukuk are categorized equally and thus will bear losses equally in the event of loss or liquidation. Hence, there is
no need to ‘convert’ equity-based sukuk into ordinary shares per se to make them absorb losses. In addition, if the
musharakah sukuk issued by the IBIs is classified as non-voting common shares or Class B shares — like in
conventional finance — the sukuk holders are ranked pari passu with the ordinary shareholder in the event of loss.
Yet, both can mutually agree that equity sukuk holders may receive a higher profit rate compared to the
shareholders. This is permissible based on the opinion of Hanafis, Hanbalis and AAOIFI standard mentioned
earlier regarding profit and loss sharing, provided that equity sukuk holders do not stipulate a condition that they
are sleeping partners even though they do not actually work.

Nonetheless, from a practical perspective, it can be argued that these equity-based sukuk after all represent a
different legal form, especially in the case of Malaysia where generally equity-based sukuk include features such
as purchase undertaking (PU) or sale undertaking (SU) which, in substance, provide some form of guarantee of
capital to the sukuk holders. As such, their conversion into ordinary shares is necessary to make them actually
bear losses.

It should also be noted that although Basel III suggests that AT1 instruments can be written down, such
mechanism for the equity-based sukuk cannot be adopted as it is not in line with the nature of equity contracts
which are inherently loss absorbent.

4.3 Subordination in relation to Exchange-based Instruments

This section discusses the possibility of structuring AT1 and T2 using exchange-based contracts. The discussion
will focus on two main issues: (i) subordinating AT1 to T2 capital instruments and (ii) subordinating T2 capital
instruments to depositors and other creditors of the IBI.
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4.3.1 Subordinating AT1 to T2 Capital Instruments

There are two possible scenarios that can be discussed in relation to the subordination of AT1 to T2 capital
instruments: (i) subordinating equity-based AT1 to exchange-based T2 capital instruments; and (ii) subordinating
exchange-based AT1 to exchange-based T2 capital instruments.

As for the first scenario, it can be said that subordinating holders of AT1 capital instruments to holders of T2
capital instruments is justified since the holders of the equity-based AT1 instruments are considered partners of
the IBI’s shareholders and as a result, they are exposed to losses whilst the IBI is still in operation. On the other
hand, the holders of exchange-based T2 instruments represent liabilities and are entitled to receive payments of
their outstanding debt, with their right of payment being unaffected by the normal losses borne by the IBI during
the course of its operations. Therefore, T2 capital instruments remain immune from bearing any losses during the
going-concern scenario. The same rule applies when the IBI reaches the point of non-viability (gone-concern
scenario), because all the outstanding debts resulting from T2 capital instruments are a liability that must be
settled as long as the IBI is still in operation regardless of whether it reached the point of non-viability or not.
Finally, in the event of the IBI declaring its bankruptcy T2 exchange-based capital instruments will still be senior
to AT1 equity-based instruments. Therefore, the debt claims of such instruments must be settled first before
holders of AT1 equity-based capital instruments and common shareholders can receive their share of whatever
remains of the IBI’s assets.

The second scenario as we have mentioned above involves the subordination of AT1 exchange-based capital
instruments to T2 exchange-based capital instruments. Such a scenario is unlikely because having AT1 capital
instruments structured using exchange-based contracts is not in line with the Basel III requirements, which
requires that such instruments should be perpetual in nature and no debt instrument can have such characteristic.
Therefore, there is no need to look into such a scenario from Shari’ah perspective, since it is impossible for such a
scenario to exist in reality.

43.2  Subordinating T2 Capital Instruments to Deposit Liabilities and General Creditors

This sub-section addresses the issue of subordinating T2 capital instruments to current and saving accounts and
general creditors of the IBI during the going-concern, gone-concern (non-viability) and liquidation scenarios.

Since we have already established in the previous sub-section that it is not possible to issue exchange-based AT1
capital instruments, the only plausible scenario is having AT1 equity-based capital instruments and T2 exchange-
based capital instruments along with current and saving accounts and general creditors of the IBI. In such a
scenario, AT1 capital instruments rank lower than the debt claims of T2 capital instruments, current and saving
accounts and general creditors of the IBI during the going-concern, gone-concern (non-viability) and liquidation
scenarios. This is due to the reasons mentioned in the previous sub-section. However, the debt claims of T2
capital instruments cannot be ranked junior to the debt claims of current and saving accounts and those of the
general creditors of the IBI during the gone-concern and liquidation scenarios. In other words, all debt claims
must be ranked pari passu with one another in terms of their right to receive payment. The Shari’ah evidence for
such position can be seen in various Hadiths that call upon the debtor to repay his creditor without giving
preference to one creditor over the other. Among these hadiths is the saying of Prophet Muhammad - peace be
upon him - (Al-Bukhari, 1422 A H., 3:124-125, Hadith No. 2387) in which he stated: “Whoever takes the money
of people with the intention of repaying it, Allah will repay it on his behalf, and whoever takes it in order to spoil
it, then Allah will spoil him”

The above-mentioned Hadith is general in nature and call upon debtors to pay their creditors without giving
priority for some creditors over others, as all of the creditors have equal rights in terms of receiving payment of

their outstanding debts.

43.3  Mechanisms to Subordinate Exchange-Based T2 Capital Instruments
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As mentioned earlier, Basel III suggests that AT1 instruments can be subordinated either through write-down
mechanism or conversion to common shares at a pre-specified trigger point. Thus, the main issue of discussion in
this sub-section is to find out whether these two mechanisms which were suggested to subordinate AT1 capital
instruments, can also be used to achieve the effect of subordination for T2 exchange-based capital instruments
without contravening the rules and principles of Shari’ah.

Write down Mechanism via Ibra’

The first mechanism suggested by Basel III to achieve the effect of subordination is the use of a write-down
mechanism, whereby a portion of the outstanding debt will be written-down at a pre-specified trigger point.
Therefore, we have the scenario of using murabaha and ijarah sukuk for structuring T2 capital instruments. In
this regard, the main question is: can the use of write-down mechanism achieve the desired effect of
subordinating T2 exchange-based capital instruments to current and saving accounts and general creditors of the
IBI during the gone-concern and liquidation scenarios.

Before attempting to provide an answer to this question, it is essential that the mechanism of write-down be
briefly discussed from the Shari’ah perspective. In this regard, it can be said that the mechanism of write-down is
linked to the concept of ibra’, which can be defined either as isqat or tamlik, or both as in the case of providing
ibra’ for outstanding debts.

i Classical Jurists’ Views on Ibra’

The general ruling concerning ibra’ is that it is recommended because it is a type of iisan (benevolence), since it
involves relinquishing one’s right to receive one’s outstanding debt from an insolvent debtor and even if the
debtor is solvent, then providing ibra’ will strengthen the relationship between the creditor and the debtor (Al-
Mawsu'ah Al-Fighiyyah, 1983, 1:147). This view is based on the Qur’an (2: 280) when Allah says: “And if the
debtor is in a hard time (has no money), then grant him time till it is easy for him to repay, but if you remit it by
way of charity, that is better for you if you did but know.”

Furthermore, the Prophet (Al-Tirmithi, 1975, 3:591, Hadith No. 1306) mentioned the great rewards that await
those who give respite to insolvent debtors as he said: “He who gives respite to someone who is in straitened
circumstances, or grants him remission, Allah will shelter him in the shade of His Throne, on the Day of
Resurrection, when there will be no shade except His shade.”

Having said that, it is important to note that Muslim jurists did not discuss the issue of providing ibra’ as a
condition that can be stipulated in the initial agreement, rather they discussed the issue of having a conditional
ibra’ that takes place after the initial agreement has been executed (Al-Attram, 2006: 345, 355). In this regard,
they discussed its pillars, conditions, types and various other issues related to it without deliberating on the issue
of including it as a condition in an exchange-based contract. One reason could be due to the prohibition of
combining an exchange-based contract with a charitable one. The prohibition of such combination is based on a
Hadith by the Prophet (Abu Daud, n.d., 3: 283, Hadith No. 3504) in which he said: “It is not permissible to
combine a loan and sale in one contract, or two conditions in one contract of sale, or gaining profit from an item
not in your ownership, or to sell what you do not possess.”

In this regard, Ibn Taymiyyah (2003, 29: 62-63) affirmed the prohibition of combining an exchange-based
contract with a charitable contract as the inclusion of the latter is done to facilitate the execution of the exchange-
based contract and is not done solely for the purpose of charity. The logic behind such prohibition can be
attributed to the fact that the essence of an exchange-based contract is based on the principle of justice, which is
reflected through the equivalency of the two counter values (Al-Sarakhsi, 1993, 13:197; Al-Kasani, 1986, 5:
187). On the other hand, a charitable contract is based on the principle of benevolence, since one party does not
get anything in return for what he gave the other party. Therefore, combining an exchange-based contract with a
charitable one is not permissible as each one has its own purpose.
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Furthermore, jurists are of the opinion that ibra’ is a type of contract that must be issued in a form that is not
appended to the future, regardless of whether the time in the future is specified or not. In other words, the effects
of the contract must take place immediately as long as its pillars and conditions are fulfilled (Al-Mawsu'ah Al-
Fighiyyah, 1983, 1:166).

Based on the above arguments, it can be summarized that: (i) jurists considered ibra’ a type of charitable contract.
Therefore, combining it with an exchange-based contract is not permissible since each type of contract has its
own unique purpose. As such, including a charitable contract in an exchange-based transaction will not be for the
purpose of charity; and (ii) jurists unanimously agree that ibra’ is a type of contract whose effects must take place
immediately and cannot be appended to a time in the future.

ii. Ibra’ in Contemporary Applications

At this point, it is important to note that contemporary scholars debated the issue of including ibra’ as a condition
in a financing agreement, whereby an IBI provides ibra’ for the early settlement of an outstanding debt due by the
customer. In this regard, it was the opinion of the Shari’ah Advisory Council of BNM that the inclusion of such a
clause is permissible (BNM, 2010: 123). On the other hand, the Council of the Islamic Figh Academy prohibited
the inclusion of such a clause in the financing agreement (OIC Islamic Figh Academy, 1985-2000: 135).

However, it is to be noted that the above-mentioned resolutions by the SAC of BNM and the Council of Islamic
Figh Academy are not directly related to the issue of providing ibra’ by the sukuk holders to the IBI. This is
because in the case of the IBI providing ibra’ to the customers, such an ibra’ is given in the case of early
settlement (or implicitly when the customer defaults given the fact that the total outstanding debt becomes due),
whereby the IBI waives the unearned profit from the liability of the customer. However, in the case of sukuk
holders providing ibra’ to the IBI, they are being requested to waive not only their unearned profit but also their
principal amount at a pre-specified trigger point.

Moreover, it can be argued that ibra’ in a financing agreement is a mechanism to ensure that the principle of
justice is achieved in the transaction, since the IBI is being asked to waive its unearned profit for the remaining
duration of the contract only. This mechanism is justified since the profit arises because of the deferment and
since the debtor was able to settle his debt before its due time. As such, the IBI cannot request the customer to pay
the full price and if it does, then the IBI is taking that portion of the price without counter-value. In this regard,
Ibn Abideen cites the case of a person purchasing an asset for ten on a spot basis and then selling it to another
party for twenty on a deferred payment basis, the deferral period being ten months. If the buyer settles the debt or
dies after five months, the seller shall take five as profit and leave the other five (Ibn Abideen, 1992, 6: 757).
Based on this, if the customer settles his debt before its due time, the IBI should be compelled to forgo its
unearned profit, without the need to mention this as a condition in the agreement (Al-Attram, 2006: 361). On the
other hand, in the case of the sukuk holders, they are being asked to forgo their principal, which gives strong
ground to assume that it is a genuine case of combining an exchange-based with a charitable contract.

Based on the above general discussion, it can be said that the use of the write-down mechanism for T2 murabaha
and ijarah capital instruments can achieve the desired effect of subordinating the claims of the holders of such
instruments to the claims of current and saving accounts and general creditors of the IBI during the gone-concern
and liquidation scenarios. However, the use of the write-down mechanism is not in line with Shari’ah rules and
regulations because it will lead to the combination of an exchange-based contract with a charitable contract. This
is because when the holders of the murabaha or ijarah sukuk agree to write down the murabaha outstanding debt
or outstanding rental payment they are in effect combining ibra’ which is a charitable contract with murabaha
and ijarah both of which are exchange-based contracts.
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As a result there is a strong ground to argue that the inclusion of an ibra’ clause in the agreement will have an
effect on the pricing of the instrument.’ In other words, the inclusion of such a clause will be in return for an
increase in the rate of return of the instrument — in the case of murabaha, increase in the mark-up and in the case
of ijarah, increase in the rental payment— which is why such a combination is prohibited.” Moreover, the ibra’
clause will be appended to an unknown time in the future, which is the time when a pre-specified trigger point is
reached.

Write-down Mechanism via Wa’ad bi Ibra’

The use of a unilateral binding promise (wa’ad) given by the holders of the sukuk to write down the outstanding
debt or outstanding rental payment can be an alternative mechanism that can achieve the effect of subordination
for T2 capital instruments. In this regard, since the wa’ad is not considered an integral part of the contract, the
issue of combining an exchange-based contract with a charitable one will not arise. However, since the wa’ad is
binding on the sukuk holders if it is contingent upon a condition or related to a cause (in our case, the cause being
the trigger of non-viability, then the promisor (i.e. the sukuk holder) will have no option but to relinquish his right
to receive the principal amount of the outstanding debt. Therefore, the inclusion of the wa’ad — although it
resolves the problem of combining an exchange-based contract with a charitable contract — will not lead to the
equivalency of the counter-values being exchanged between the buyer and the seller, as the sukuk holders will
still be required to waive their right to receive their outstanding debt. In other words, when we look at the
transaction in its entirety, the result would be the same as compared when the write-down mechanism is included
in the agreement via a clause, which means that in essence the whole arrangement is in fact a combination of an
exchange-based contract with a charitable contract. As such, this paper is of the view that the use of the write-
down mechanism via wa’ad bi ibra’ should not be adopted.

Conversion into Ordinary Shares

With regard to T2 exchange-based capital instruments, there is the possibility of converting the
outstanding debt resulting from murabaha sukuk or the outstanding rental payment resulting from ijarah
sukuk.

One possible way to look at the issue of converting the outstanding debt into ordinary shares is by considering it a
form of selling debt to the debtor. In this case, it can be said that such sale falls under the sale of a confirmed debt
(principal plus outstanding installments) to the debtor. An example of such type of confirmed debt is the price of
an already purchased item, or the compensation for a usufruct that has already been utilized. In these two

6 Ibn Taymiyyah (1995,29:62-63) stated that combining fabarru’ contract with mu’awadhah contract is done to facilitate the
mu’awadhah transaction and not for the purpose of charity. Therefore, the charitable contract becomes part of the price. To
illustrate this point he gave the example of a person who gave another person a loan of 1000 and sold him an asset worth
500 for 1000. In this example, the seller agreed to lend the 1000 to the buyer only because of the higher selling price of the
asset and the buyer agreed to pay the higher price of the asset only because of the loan he is going to receive from the seller.
Thus, in reality the seller gave the buyer an asset and 1000 in return for 2000 from the buyer. It is clear from this example
that the inclusion of the fabarru’ contract had an effect on the pricing of the asset, which was sold by the seller for a price
higher than the market price. In the case of the sukukholders, they are agreeing to forgo their principle itself in case the IBI
reaches the point of non-viability. Therefore, if receiving a loan from the seller can have an effect on the pricing of the sold
item, receiving an ibra’ for the entire outstanding debt at the point of non-viability will definitely have the same effect on
the pricing of the instrument. As a result, the commodities will be sold to the IBI for a mark-up higher than the normal
mark-up in the market in the case of murabaha sukuk, or the asset will be rented for a higher rental than the normal rental in
the market in the case of ijarah sukuk.

This is similar to the practice of tranching in sukuk whereby investors subscribe to a single sukuk issuance that has multiple
classes with different ratings (e.g. Class A — AAA; Class B — AA; Class C — BBB, etc.). In such a mechanism, subscribers
to Class A tranche will receive a lower rate of return and face a lower probability of loss; while subscribers to Class C will
receive a higher rate of return and face a higher risk of loss.
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examples the debt has already been established on the liability of the debtor, which is why it is called a confirmed
debt.

The majority of jurists permitted the sale of confirmed debt to the debtor. (Al-Kasani, 1986, 5:148; Ibn Rushd,
2004, 3:215; Al-Nawawi, n.d., 9:275; Ibn Qudamah, 1968, 4: 37-38). Thus, the creditor can sell the debtor the
confirmed debt, which is established on the debtor’s liability for its repayment in kind. This group of jurists relied
on the following Hadith (Al-Taylasi, 1999, 3:393, Hadith No. 1980) which is narrated by Abdullah Ibn Umar
who said:

“I used to sell camels at al-Baqi for dinars and take dirhams for them, and sell for dirhams and take
dinars for them. I would take these for these and give these for these. I went to the Apostle of Allah
(peace be upon him) while he was about to enter the house of Hafsah. I said: Apostle of Allah: I sell
camels at al-Baqi'. I sell (them) for dinars and take dirhams and 1 sell for dirhams and take dinars. I take
these for these, and give these for these. The Apostle of Allah (peace be upon him) then said: There is no
harm in taking them at the current rate so long as you do not separate leaving something to be settled.” .

The underlying reasoning for allowing such sale of debt is the fact that the debtor is already in possession of what
is established on his liability. Therefore, if he pays the price of such liability to the creditor, then this sale will be
akin to a normal sale whereby the two counter values are exchanged at the same time (Al-Zuhaili, 1997, 26).

It is important to note that Muslim jurists regarded the issue of selling debt to the debtor as a mechanism that can
be used in reducing the overall amount of debt in the society and at the same time enabling the creditor to obtain
an asset in return for his outstanding debt. In other words, the issue of selling debt to the debtor was not discussed
in the context of providing a loss absorbing mechanism; whereby the IBI can convert a debt into ordinary shares
and by doing so subordinate the claims of holders of T2 capital instruments to saving and current accounts and
general creditors of the IBI. Nevertheless, this does not mean the use of such mechanism is not Shari’ah
compliant, because its use still achieves the same purpose envisaged by Muslim jurists, when they allowed the
sale of debt to the debtor, which is the reduction of the overall debt in the society. Thus, converting outstanding
debt into ordinary shares is tantamount to changing the method of paying the outstanding debt from using cash to
using ordinary shares. As a result, the relationship between the IBI and the sukuk holders would not end upon the
sale of the outstanding debt as in the case of the classical sale of debt to the debtor; rather it would change from
that of a debtor and creditor relationship to a partnership. This means that the creditors of the IBI have become its
new partners and they can share the losses of the IBI on a pro rata basis.

Based on the above the sukuk holders (creditors) will sell their debt owed by the issuer (IBI) in return for ordinary
shares. It can be argued that this arrangement can be included as a clause in the sukuk agreement and will not be
considered a form of combining two contracts, because converting outstanding debt into ordinary shares is a
method of payment and not a new contract. This argument is plausible given the fact that the conversion will only
take place when the IBI becomes financially stressed upon reaching the point of non-viability. Thus, if the
Shari’ah encourages creditors to give grace period to debtors who are in financial difficulty, then it becomes
obvious that the Shari’ah will not have an objection to changing the method of payment for the insolvent debtor
from paying in cash to paying in ordinary shares via the sale of the outstanding debt by the creditor. Thus, it is
envisaged that the sukuk holders will enter into an exchange-based contract, which is based upon the principal of
equivalency of the two counter values. This exchange-based contract, be it murabaha or ijarah, will include a
clause to convert the outstanding debt into ordinary shares only if a pre-specified trigger point is reached. This
means that if the IBI does not face financial difficulties, it is obliged to pay the debt using the traditional method
of payment. However, if the point of non-viability is reached then the method of payment will automatically
change, whereby a conversion formula is used to determine the number of ordinary shares that the creditor
deserves for his outstanding debt. However, it must be noted that the use of the conversion formula must have the
intended objective of giving the creditor the equivalent value of his outstanding debt in the form of ordinary
shares.
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It is important to note that the murabaha sukuk based on the concept of tawarrug will raise serious Shari’ah
objections as to the legitimacy of such structure. This is because the OIC Figh Academy in its 19" session has
declared the use of both types of tawarruqg (organized and reversed) to be not in line with Shari’ah principles.
Thus, this can be an obstacle for the use of the contract in structuring exchange-based T2 capital instruments.
Moreover, murabaha sukuk are not tradable in the international market which will make it less attractive to
potential investors. As for ijarah sukuk the outstanding rental payment may not be enough to the extent that its
conversion at the point of non-viability can be a viable option. The only remaining option would be for the sukuk
holders of ijarah sukuk to convert the ijarah assets under their ownership into ordinary shares. In other words, the
ijarah sukuk agreement would contain a binding unilateral wa’ad to convert the jjarah assets into ordinary shares
at the point of non-viability. In other words, this type of convertible ijarah sukuk would be similar to the normal
type of ijjarah sukuk with the only major difference being the use of conversion mechanism to convert the value
of the ijarah assets into ordinary shares instead of using cash as in the case of normal ijarah sukuk. At this point,
it is important to note that the conversion of the ijarah assets would obviously not fall under the issue of selling
debt to the debtor, because the assets being converted are owned by the sukuk holders and are not debts owed to
them by the IBI.

The first issue that we encounter with the use of ijarah sukuk is the fact that asset-backed ijarah sukuk cannot
be used in structuring T2 capital instruments, since such type of sukuk can be classified as secured in
nature, which in turn will not be in line with Basel III requirements of issuing unsecured capital
instruments. Therefore, the only option is to use asset-based ijarah sukuk, whereby the legal ownership stays
with the IBI and the beneficial ownership is transferred to the sukuk holders. However, just like in the case of
murabaha sukuk, the use of asset-based ijarah sukuk has come under strong Shari’ah criticism, which was
culminated with the OIC Figh Academy prohibiting the current structure of ijarah sukuk, as it is a form of inah ®

Based on the above, it can be concluded that the use of both murabaha and ijarah sukuk for structuring T2 capital
instruments will raise serious Shari’ah concerns, which must be adequately addressed if exchange-based contracts
are to be used in structuring T2 capital instruments.

5. SHARI’AH-COMPLIANT STRUCTURES MOST SUITABLE FOR MEETING REGULATORY
CAPITAL REQUIREMENTS

In the light of the Shari’ah issues associated with both equity-based and exchange-based regulatory capital
instruments and given the trend in the market about the kind of regulatory instruments being issued by IBIs, the
following question is asked: what are the most suitable Shari’ah-compliant structures that will meet Basel III
capital requirements? As discussed, the key Shari’ah concern related to meeting Basel III requirements is about
subordinating the instruments so that the ranking of CET1, AT1 and T2 is maintained and accordingly, ensuring
that CET1 and AT1 will bear losses under going-concern scenario while T2 instruments bear losses only in the
event of non-viability or gone-concern.

The following deliberates on the most appropriate Shari’ah contracts for structuring AT1 and T2 capital
instruments:

1. In order to develop perpetual, subordinated, unsecured AT1 instruments, the most appropriate Shari’ah
contract would be musharakah. However, if AT1 instruments are thus structured, they would rank pari passu
with CET1 (ordinary shares) in the event of loss given the capital raised through the instruments would be

¥ The OIC Figh Academy in its 20" session has declared the impermissibility of selling an asset on a cash basis with the
stipulation that the seller leases the asset via a lease ending with ownership, whereby the total rental payments and
repurchase price [paid by the sukuk issuer] would be more than the cash price [paid by the sukukholders]. Such stipulation
is impermissible regardless of whether it is mentioned explicitly or implicitly, because this would be a form of Inah and
therefore sukuk cannot be issued using such structure.
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co-mingled in the general financial business of the IBI. Accordingly, as partners in the IBI’s business, losses
would have to be borne in proportion to capital contribution and no partner can be ranked junior to another to
absorb more losses, unless ordinary shareholders voluntarily agree to bear the loss when it occurs or legal
stratagem like wa’ad bi tanazul is applied.

Whether or not AT1 musharakah sukuk would have to be converted into ordinary shares at the point of non-
viability would be a matter of complying with (conventional) legal requirements to change the status of the
musharakah sukuk into ordinary shares. Conversion of the AT1 instruments into ordinary shares would not
affect the Shari’ah ruling applicable to the instruments. Moreover, if the musharakah sukuk is similar to non-
voting shares or Class B shares of conventional finance, no conversion is required as both equity sukuk
holders and ordinary shareholders are ranked pari passu in terms of loss. However, ordinary shareholders can
agree on giving a higher profit rate to the musharakah sukuk holders because from the Shari’ah perspective,
there is no objection of having a different profit sharing ratio from their capital contributions.

2. AT1 capital instruments structured using exchange-based contracts is not in line with the Basel III
requirements, which requires that such instruments should be perpetual in nature and no debt instrument can
have such characteristic.

3. If T2 capital instruments are also structured using musharakah contract, then CET1, AT1 and T2 capital
instruments will all be ranked pari passu with one another in the event of loss. As such, it will not be possible
(1) to make a distinction between going-concern and gone-concern capital, (ii) for CET1 to represent the most
subordinated instruments, and (iii) to rank T2 senior to AT1 and CET1 as per Basel III requirements. This
means that it will not be possible for IBIs to comply technically or in form with Basel III requirements.

4. If on the other hand, T2 capital instruments are structured using exchange-based contracts in the form of
murabahah and ijarah sukuk, this will enable exchange-based T2 capital instruments to be ranked above
musharakah AT1 capital instruments during going-concern scenario without causing any Shari’ah concerns.
As for subordinating exchange-based T2 capital instruments vis-a-vis current and saving accounts and
general creditors, conversion of the exchange-based T2 capital instruments into ordinary shares at the point
of non-viability is a possible option. However, serious Shari’ah concerns are raised in regards to the use of
tawarruq in the structuring of murabaha sukuk and the use of sale-and-leaseback mechanism followed by
repurchase of the asset in ijarah sukuk. Both of these structures have been prohibited by OIC Figh Academy
resolutions, which mean that their use in structuring convertible exchange-based T2 capital instruments is not
viable unless the Shari’ah issues surrounding them are resolved.

6. CONCLUSION

This research examines the regulatory capital requirements under Basel III and deliberates on the qualifying AT1
and T2 capital instruments that can be issued by IBIs to meet both Shari’ah requirements and Basel III criteria
and objectives. In this respect, the subordinated sukuk which have been issued under Basel II and Basel III have
been examined. Moreover, the Shari’ah issues, especially related to the aspect of subordination, arising in both
equity-based and exchange-based contracts when used for structuring AT1 and T2 capital instruments have been
examined.

It may be concluded that there are two possible approaches to comply with Basel III and Shari’ah requirements.
First, is to avoid the Shari’ah issues related to the issue of subordination altogether and instead recommend
musharakah instruments for both AT1 and T2 capital whereby CET1, AT1 and T2 will all be ranked pari passu
with one another. This approach will still be compliant with the philosophy of Basel III which in substance aims
to strengthen the resilience of the banking sector via increasing the total equity of the RWA, and thus enable IBIs
to absorb losses in the case of financial stress. The second approach is to comply fully with the ranking order as
required by Basel III by using exchange-based contracts in the form of murabaha and ijarah sukuk for structuring
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T2 capital instruments along with the use of conversion mechanism to achieve the effect of subordinating T2
capital instruments to current and saving accounts and general creditors. However, the Shari’ah issues
surrounding the current structures of exchange-based contracts namely murabaha and ijarah sukuk need to be
resolved first before this approach can become a reality.
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CONVENTIONAL INSURANCE AND TAKAFUL: CONCEPTUAL AND
OPERATIONAL DIFFERENCES

Seyed Mohamed Mohamed Mazair'
ABSTARCT

Insurance is an inescapable arrangement for individuals and business organizations in the
contemporary world. There are two types of Insurance companies which are mainly dealing
with insurance operations through two different concepts. One is conventional insurance
companies. Other one is Takaful, Islamic alternative model of conventional insurance.

The conventional insurance and Islamic insurance are similar in some elements. Both of them
provide protection in the event of unforeseen events and contributions must be made to start
the coverage. The insurance company receives payment in the form of premium and will
compensate policyholder in the event of covered losses or damages sustained by him/her.

This paper chiefly focuses to study the conventional and Takaful insurance comparatively to
bring out the differences between them based on conceptual and operational framework. The
differences between Islamic and conventional insurance lie in the ownership and financing of
the company, in the management and accounting systems, in the entities in which the
premiums are invested etc.

Keywords: Takaful, Islamic insurance, Differences between Takdful and conventional
insurance

1. INTRODUCTION

According to the human history, the insurance appears simultaneously with the appearance of
human society. Basically, a form of people helping each other inside their community when
catastrophes occurred is called insurance. This type of insurance has survived to the present
day in some parts of the world where modern insurance system is not widespread so far.

As Dorfman (1978, p.3) described, that the Insurance is a financial arrangement which
redistributes the costs of unexpected losses. Insurance is a risk-sharing arrangement. In this
arrangement between two parties, one party (the insurer) agrees to indemnify another party
(the insured) against certain losses specified by a contract (the policy). Furthermore,
Insurance is an economic device by which individuals and organizations can transfer pure
risks (that is, uncertainty about financial losses) to others. Thus, economic units may now
choose the risks that they would like to bear and that they are comfortable with. The
“unwanted” risks may be transferred to others in exchange for a fee or a premium.

Moreover, the change is natural and unavoidable in every aspects of the life. This is the fact
the whole history of mankind points out. In this way, the old order has given place to new and
the agrarian society has been transformed into a modern industrial society. The process of
industrialization has been so rapid that it may rightly be described, as the revolution. This
revolution did not eliminate the chance of loss of life and property. The development in
transportation industry, the increased use of machinery, swift expansion of technology, all
these are followed by risks like accidents, hazards and injuries.

! Mr. SMM. Mazahir is a senior Lecturer in Islamic Studies, South Eastern University of Sri Lanka,
Currently he is a PhD candidate in Islamic Insurance (Takaful), University of Malaya, Kuala Lumpur,
Malaysia.
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To mitigate the seriousness of consequences of these unexpected perils and to cover the
chances of loss, insurance is introduced to such an extent that this institution has become an
essential of the modern life and it influenced in almost all spheres. And also, some of the
important legal and socio-economic institutions, which have developed in the west during the
last four hundred years and have left strong impacts on the Muslim society, are their present
forms and structures. Islam enunciates the conflict with values and principles. The course of
history has forced these institutions and organizations over Muslim society. Muslim scholars
and economists are becoming more and more conscious of this conflict and applying
themselves to task of wittingly the Muslim society. To achieve this purpose, it is necessary
that the objective study of the contemporary institutions and the law of Islam should be made
and then attempt to develop the alternate socio-economic system, which can fulfil Muslim
need without violating the fundamental principles of Islam. One of the measures adopted in
modern times for the institutions of economy and finance is insurance. (Syed Umar Farooq,
2010, pp. 55, 56) The eminent Islamic scholars name it as Takaful. This target had been
achieved by examining carefully all theories and practices covered by the established field of
conventional economic and finance using Islamic laws and values as enshrined in the Al
Qur’an and the Al Hadith (report of the sayings or actions or consent of Muhammad). The
economic activities, which are permitted by Shari’ah, based mainly on the prohibition of
interest (riba), engaging in permissible (halal) dealing, and avoiding Prohibitive (haram)
dealing, Prohibition of entering into contracts containing uncertainty (gharar) or speculation
or Gambling (maisir) and Payment of Zakah.

As we discussed, the background of Takdaful, Islamic alternative to insurance, is based on the
concept of social solidarity, cooperation and mutual indemnification of losses of members. It
is a pact among a group of members who agree to jointly indemnify the loss or damage that
may inflict upon any of them out of the funds they donate collectively. As per practice of the
Takaful companies, a part of contributions (premiums) under Takaful system falls under the
category of donation in order to spread liability with the objective of common good. The
remaining part of the premium is given on the basis of Mudarabah. Therefore, structure of
Takaful that comprises the contracts of Mudarabah, Tabarru’ (to donate for benefit of others)
and mutual sharing of losses, is made so as to eliminate the element of absolute uncertainty so
far as determination of contributions is concerned.

This paper intends to make a case for 7Takdaful, an Islamic instrument of insurance and
conventional insurance. This is an exploratory comparative study which provides a base for
an understanding of Takaful with a comparison to conventional insurance. And also it tries
mainly to clear a common doubt among public masses that the conventional insurance and
Islamic insurance are same in all aspects and there are no any differences between them.

2. LITERATURE REVIEW

Several scholars have written about this subject in their literature. For instance, Essential
Guide to Takaful (Islamic Insurance) by Engku Rabiah Adawiah and Hassan Scott, Islamic
and Modern Insurance — Principles and Practices by Mohd. Ma’sum Billah, Takaful and
Retakaful — Advanced Principles & Practices by Tobias Frenz and Younes Soualhi, Al
Ta’min wa ahkamuh by Sulaiman bin Ibrahim, Takaful (Islamic Insurance): Concept,
Challenges, and Opportunities by Safdar Jaffer, Farzana Ismail, Jabran Noor and Lindsay
Unwin. But they did not focus their views on the matter itself. Some explained the subject in
detail. Meanwhile others briefed it with other subjects. I tried to focus the issue and to
differentiate between two types of insurance in the angle of the concept as well as the
practice.
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3. RESEARCH METHOD

This work is based on secondary data. Secondary data has been collected from several
sources. Relevant literature has been gathered from a number of books. Extensive data has
been collected through websites, and database articles. To receive objective of the study
information work by different authors and organization have been used. We have used
secondary data most of which is in English. Comparison between the conventional insurance
and Islamic insurance (Takdaful) has been done based on the collected data.

4. CONVENTIONAL INSURANCE AND TAKAFUL: CONCEPTUAL AND
OPERATIONAL DIFFERENCES

In detail, the research paper contains the following subheadings:

4.1 What is Insurance?

Insurance as Ali described “Insurance is to act as a risk transfer mechanism, to
provide peace of mind and protect against losses. Either can handle risk: assumption,
combination, transfer, or loss prevention activities. Insurance schemes utilize the
combination method by persuading a large number of individuals to pool their risks
into a large group to minimize overall risk” (Ali, 2000).

As Qureshi (2011, pp.279, 280) defines, insurance is a mechanism whereby
individual or business enterprises by paying out contribution (termed ‘premium’ in
insurance) transfer some of the uncertainty of risks to the insurer. Insurer in the event
of loss from insured peril compensates the victim (insured) out of the contribution so
gathered from large numbers of insured. The contribution is usually a very small
amount compared to the amount of protection available. The concept of insurance is
basically an arrangement to mutually help one another in the event of an unfortunate
event causing loss to any of the member(s). In short the mechanism of insurance inter
alia brings about peace of mind, social stability and economic growth.

Insurance provides the peace of mind and protection to trade and industry, which
ultimately contributes towards human progress. Thus insurance is a force contributing
towards economic, social and technological progress of human being. Without
insurance cover and industries, economic and social activity of the world will come to
a grinding halt, or at least would have slowed substantially. (Syed Umar Farooq,
2010, p.57)

4.2 Conventional insurance

Insurance is a risk transferring mechanism whereby the individual or the business
enterprise can shift some of the uncertainties to the shoulder of others. Under this
assumption, all the people would desire to live in a healthier, comfortable and
peaceful condition. To meet these facilities, different enterprises provide various
services. They innovate, insurance product to undertake risk and uncertainty. (Syed
Umar Farooq, 2010, p.57)

The conventional insurance is being implemented through state or private owned
Insurance companies or corporations. They collect premiums from policyholders and
invest them in interest-based activities mostly. Whenever losses occurred for
policyholders, they pay them insurance payment indicated in the agreement. If there
are no unfortunate incidents defined in the agreement within the specified period any
payments will not be paid at all from the insurance company to the participants. This
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is the common practice in conventional insurance. In addition to some companies
give some bonuses and special offers in the sense of competition and promotion.

4.3 Takdaful (Islamic Insurance)

According to Al-Omar (1996) the risk sharing is very important with in Islamic
finance. The Shari’ah manages the risk sharing by insisting on the use of well -
defined contracts when financial transactions taken place. The contract is to be clear
and well formulated to avoid all kinds of misunderstanding and confusion. In this
way the uncertainty is lowered and the desire to minimize the risk is met.

Takaful is derived from the Arabic root-word “Kafala”, a verb, which means
guarantee, bail, warrant or an act of securing one’s need. Therefore, Takaful (in its
reciprocal form) means joint guarantee, whereby a group of participants agree to
mutually guarantee each other against a defined loss. In the context of Islamic
insurance, Takaful refers to an arrangement for a mutual indemnity in providing
protection and compensation to the participants who suffered from perils or hazards.
(Engku Rabiah Adawiah, 2008, p.03) In his research, Azeem Pirani, Head of
Marketing & Alternate Distribution at Pak-Qatar Family Takaful Limited States that
this method of risk mitigation has been used for centuries, albeit under different
names. Prior to the advent of Takdful, as we know it today, the most common has
been ‘Mutual Insurance’ which, although similar, is not identical. Takaful is based on
the principle of solidarity, mutual help, brotherhood and cooperation among members
of the community.

The elements which were against the Shari’ah in conventional insurance were subject
to great deliberation and discussion to ensure that social and mutual protection
mechanism like insurance can be used by 1.57 billion Muslim population with great
freedom and without the worries of religious constraint for the greater social and
economic benefits. As mentioned aspects like interest, uncertainty and gambling were
cardinals to exit to make insurance Shari’ah-compliant. Beside these elements as per
Wikipedia following principles are the essence of Shari’ah-compliant insurance:

* Policyholders cooperate among themselves for their common good.

* Every policyholder pays his subscription to help those who need assistance.

* Losses are divided and liabilities spread according to the community pooling
system.

* Uncertainty is eliminated with respect to subscription and compensation.

* No advantage can be derived at the cost of others (Wikipedia, 2012)

Mahmood (2008) said, Shari’ah-compliant insurance is based on principles of mutual
cooperation (ta’awun) and donation (fabarru’), where the risk is shared collectively
and voluntarily by the group of participants. It is derived from an Arabic word
meaning ‘joint guarantee’ or ‘guaranteeing each other’. According to Redzuan,
Rahman & Aidid (2009), the majority viewpoint by many contemporary Islamic
jurists and scholars is that, for an insurance system to be acceptable by Islamic tenets,
it must be founded on the principles of (1) mutual cooperation (2) tabarru’
(donation). These are the essence of Shari’ah insurance, which embraces the elements
of mutual guarantee, mutual protection and shared responsibility. Tabarru’ means
donation, gifts or contribution. Participants in a Shari’ah insurance scheme mutually
agree to relinquish as donation, a certain proportion of their contributions, into a
Shari’ah fund, to provide financial assistance to any members of the group suffering
from a loss. Under Shari’ah insurance, each participant contributes a certain
proportion of the full amount of his contribution as tabarru. Obaidullah (2005) said
donations from all participants are accumulated into a common fund called ‘tabarru’
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fund’ or ‘risk fund’, from which compensation or indemnification is paid to
participants suffering a defined loss. Jching (2008) said Shari ’ah-compliant insurance
is also built on the principle of mutual cooperation where each participant participates
in each other’s losses and the Shari’ah insurance operator facilitates this cooperation
using its expertise. (Qureshi, 2011, pp.281, 282)

The origin of Islamic insurance started before the era of the Holy Prophet Muhammad
(S.A.W) which is based on “Agilah” mutual co-operation (Klingmuller, 1969). Later
such insurance transaction was steadily practiced and was even made mandatory in
some cases during the period of the second Caliph, Saydina Omar (R. A .A). During
the period of 14th to 17th century a Sufi Order of the Kazeeruniyya was very active
especially in port cities in Malabar and in China. This order served as a kind of
marine travel insurance company.

In 19th century, a Hanafi lawyer Ibn Abidin (1784 -1836) was the first Islamic
scholar who came up with the meaning, concept and legal entity of insurance
contract. He was also the first person, who repeated the word insurance in the context
of a legal constitution, and not in a customary practice (Klingmuller, 1969). In 1906,
Muhammad Bagqit Mufti of Egypt approved the idea of insurance which was
explained by Ibn Abidin. In the period of twentieth century, a well-known Islamic
jurist, Muhammad Abduh issued two ‘farwas’ mentioning that an insurance
transaction is like the transaction of ‘al-mudarabah’ financing technique, while the
other was that a transaction which is similar to endowment or life insurance are legal.
(Mher Mushtaq Hussain, 2011, p.25)

In the later part of the 20™ century, Islamic insurance companies have been started in
several places of the world as Shari’ah compliant insurance. At present, there are
more than 200 hundred fakaful companies provide various Islamic insurance products
to not only Muslims but also non-Muslims.

4.4 Islamic Insurance (Takaful) and Conventional Insurance — A Comparison

Conventional insurance and Islamic insurance can be evaluated through various
viewpoints. In this article, Islamic and conventional insurance are compared on the
following bases:

4.4.1 Governance

First of all, the governance viewpoint the Takaful principles have their roots in
Shari’ah. Sacred orders of Allah in Al- Qura’n, religious, social and commercial
practices of The Holy Prophet (SAW), [jma’ (the agreement of whole Islamic world
on an issue) and Qiyas (comparative arguments), form the basis of Shari’ah. Shari’ah
is the constitution of Islamic world. According to Islam, the basic principles of
Shari’ah are necessary for an action to be approved religiously. The opinions and
interpretations of Al-Qura’n and Al — Sunnah from suitable, prominent Islamic
Shari’ah scholars also considered in this regard.

In conventional insurance system rules and regulations are made according to human
mind and thinking. Currently, most of the rules implemented in the insurance world
are driven from western philosophy which is naturally on the basis of materialism and
secularism. Based on this idea, there are regulatory institutions in almost all countries
in the world.
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4.4.2 Goal

The goal of conventional insurance is to maximize profit in favour of shareholders
because they are stock companies and ignore client while in contrast Takaful goal is
well-being and self-sustaining operation without earning high profit. In another word,
the payment of premiums to pool is voluntary for mutual assistance without
individual monetary gain.

4.4.3 Risk Transfer/Sharing

Conventional Insurance is a mechanism whereby individual or business enterprises
by paying out contribution (termed ‘premium’ in insurance) transfer some of the
uncertainty of risks to the insurer. Insurer in the event of loss from insured peril
compensates the victim (insured) out of the contribution so gathered from large
numbers of insured. The contribution is usually a very small amount compared to the
amount of protection available. Unlike conventional insurance, which risk is
transferred from the insured to the insurer, the Takdaful Insurance mutual risk is
shared amongst the participants. Takdaful operations are based upon the principles of
mutuality, whereby each participant makes a donation to a Takdaful fund. In the event
of its loss, the participant will receive the amount of its claim.

4.4.4 Ownership

Takaful fund is managed by operator but ownership is of participants. They have a
complete right of contribution and benefits. In conventional insurance the
policyholder purchase policy and there exist seller — purchaser relationship. Takdaful
company performs trustee and operator functions. In conventional insurance there
exist one to one relationship between policy holder and company.

4.4.5 Monitoring committee

In Takaful companies, having a is one of the mandatory committees should be
included in the system of Takaful. The Shari’ah Supervisory Board is to be formed
by the operators and their role is to review the operations, supervise its development
of Shari’ah insurance products, and determine the Shari’ah compliance of these
products and the investments. The Shari’ah Supervisory Board have to carry their
own independent audit and certify that nothing relating to any of the operations
involve any element that is prohibited by Shari’ah. (Qureshi, 2011, p.287) While in
conventional insurance there is no such Shari’ah supervisory committee to monitor
the activities of the company in order to be under the Shari’ah guideline.

4.4.6 Unlawful elements

Different elements like Riba (Interest), Gharar (uncertainty) and Maysir (Gambling)
are involved in conventional insurance. For instance, in non-life policies if a
policyholder does not make a claim, his insurance company keeps the whole amount.
If he/she cancels the policy contract also loses all premiums which he/she has
deposited. Likewise if the insurance company terminates its activities, the
policyholders will be refunded proportionally.

The uncertainty is also observable in the conventional insurance. The premium
Payment from the policyholder is certain but is uncertain from the shareholders or the
company as well as the benefits to be paid depend on the outcome of future events
not known at the time of contract. In order to eliminate the element of uncertainty in
the Takaful contract, the concept of "tabarru™ (to donate or give away) is
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incorporated in it. In relation to this, a participant agrees to relinquish as tabarru’
certain proportion of his Takaful instalments or contributions that he agrees or
undertakes to pay thus enabling him to fulfil his obligation of mutual help and joint
guarantee, should any of his fellow participants suffer a defined loss. In Takaful the
element of uncertainty is eliminated as subscription and compensation is concerned.

And also there are some features alike gambling in conventional insurance. The
policyholder pays his premium, he/she might get a very big amount if the losses
indicated in the policy occurred, if not he/she will lose all the premiums paid. It
works by mere chance, speculation and conjecture and not from work, taking
responsibility or real sector business.

The nature of the principles of Takaful is different from the conventional insurance
because all the operation in Takaful is in line with the Shari’ah principles. The
operation of Takaful is based on the principle of Al- Mudarabah which is profit and
loss sharing techniques which is alternative to interest (Riba) in Conventional
Insurance.

As a result of these non-permitted elements, the majority of Muslim scholars have
generally decided that the practice and operation of conventional insurance as
currently practiced do not fulfil the rules and requirements of Shari’ah. Therefore, in
June 1972 the Malaysian National Fatwa Council resoled that the present-day life
insurance as provided by the conventional insurance companies was not in line with
the principles of Shari’ah. Similarly, in comprehensive deliberation, the Figh council
of The Muslim World League in 1978 and the Figh Academy of the Organization of
Islamic Conference (OIC), at gathering in December 1985, resolved that no form of
insurance, life or general, confirmed to Islamic principles and therefore it was haram
(prohibited). (Suraiya Hashim, Asnida Shahideen and Wan Roshidah Fadzim, pp.199,
200)

4.4.7 Operation

Takaful system operates in such a way that the participants contribute their money as
premium to a company. The company divides the contributions into two parts i.e.
donation (7abarru’) for meeting mortality liability or losses of the fellow
policyholders and the other part for investment. Accordingly, the clause of Tabarru’
is incorporated in the contract. Both the accounts are invested in Shari’ah compliant
investments and returns thereof distributed on Mudarabah principle between the
participants and the Takaful operators. The profit attributable to the participants is
credited into the two accounts respectively.

Conventional insurance operates in such a way that premium is paid by policy holders
to insurance company and then this amount is invested by insurance company in
interest bearing or non-Shari’ah compliant investing areas. Amount of interest and
profit is received by insurance companies and then surplus is retained in the company
without distributing it among policy holders and only claims are met with this
surplus. And also Takaful operates on mutual assistance principle. Conventional
insurance operates on business principle.

4.4.8 Contract
Conventional insurance is a buy-sell contract in which the insurance company offers
and sells protection and the participants (policyholders) accepts and buys the

premium at a certain price. In case of Islamic insurance, the participants give up
individual rights to attain collective rights over contribution and benefits along with
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the Takaful operator as the one who manage the fund. The contract under Islamic
insurance is usually involves the concepts of Tabarru’, Mudarabah and Wakalah.
(Jacky Lim, 2010)

4.4.9 Investment

According to Billah (2001) the distinction between the conventional insurance and
Takdful business is more visible with respect to investment of funds. While insurance
companies invest their funds in interest-based avenues and without any regard for the
concept of Halal-o-Haram. Takaful companies undertake only Shari’ah compliant
business and the profits are distributed in accordance with the initially agreed ratios in
the Takaful contract. (Syed Umar Farooq, 2010, p.58) In addition to that the
Governments of the countries in which Muslims are in majority have introduced a
legal framework which helps in introduction of new Shari’ah compliant products.
Mudarabah certificates are the instruments which are evolved from such legal
framework. While a conventional insurance company invests in interest based
instruments like treasury bills, certificates of deposits, interest bearing bonds etc...
(Hakim, 2007)

4.4.10 Surplus

Likewise the policyholders of Takdful share in any surplus or loss from the pool
collectively. Takdful system has a built-in mechanism to counter any over-pricing
policies of the insurance companies, because whatever premium charged, the surplus
would normally go back to the participants in proportion to their contributions. (Syed
Umar Farooq, 2010, p.58) While in conventional insurance profit is not shared
between members in a specific ratio and in some year bonus is provided and
sometime not. Moreover, if unfortunate lose not happened the paid premiums will not
be reimbursed.

Takaful differs from conventional insurance in the sense that the company manages
and employs the funds for investment, business and administration on behalf of the
participants. Profits attributed to the participants’ funds are shared between the
Takaful company and the participants according to an agreed formula. In case of
insurance, the premium funds become property of the company and any profits or
losses go to the company’s account.

4.4.11 Forfeiture

In insurance contract there is clause that insurer can forfeit the premium amount that
is paid by the policy holders under certain circumstances. Islam does not allow the
forfeiture of premium, wholly or partly, as the amount of premium is consider as loan
by insured to insurer. In Takdaful there is no forfeiture of contributions and it is
distributed among the participants in form of surplus (Mahmood, 1991).

4.4.12 Encouragement for goodness

Takaful helps people to accumulate their saving for goodness of whole community.
An opportunity is provided by Takdaful scheme to people to practice Islamic way. The
Holy Prophet (PBUH) saying is “whosever removes the hardship from believer,
Allah will remove hardship from him one of the hardship of the Day of
Judgment” (Sahth Muslim). Insurance is vice versa.
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The following table briefs the differences between

Takaful and conventional

insurance:
ISSUE CONV. INSURANCE TAKAFUL
Governance No religious consideration, | Al-Qura’n, Al-Hadith,
solely profit motivated Ijma’,  Qiyas, Islamic
Ethics
Organizational Profit for shareholders Mutual for participants
Principle
Basis Risk transfer Cooperative risk sharing
Laws Secular/Regulations Shari’ah &  prudential
regulations
Ownership Shareholders Participants
Management status Company management Operator
Form of contract Contract of sale Cooperative, Wakalah or
Mudarabah. Waqf with
Tabarru’ (contributions)
Responsibility Policy holders pay premium | *Participants make
Policy to the insurer contribution to the scheme
holders/Participants *Participants mutually
guarantee each other under
the scheme
Investments No  restriction,  mostly | Shari’ah compliant, Riba-
Interest based, non-Shari’ah | free
compliant
Profit Belong to shareholders Shared between
participants and operator
based on profit sharing
principles
Surplus Shareholders’ Account Participants’ Account
Shari’ah Council Not applicable Obligatory

5.RESULTS

After comparing conventional insurance with Takaful, it is indicated that Takaful is more
suitable than conventional insurance to whole mankind especially to the vast Muslim
community of the world.

This article gives a comparative analysis of Islamic and conventional insurance system. In
this way it is an addition to the literature on the subject. It has a managerial implication in the
shape of guidance to the potential buyer of the insurance. It will give a clear picture to who
intend to choose an insurance policy providing essential guidelines through differentiating the
insurance companies.

6. CONCLUSION:

The Muslims all around the world wish to go side by side with modern commerce. They are
not willing to follow non - Islamic practices. They are looking for Islamic alternatives to
prevailing financial instruments and practices. Islamic banking is a great success not only in
Muslim majority but also in Muslim minority countries. Major international banks are today
offering Shari’ah compliant products. In the similar manner Takaful presents an Islamic
alternative to insurance.
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The interpretations made by scholars provide a complete framework governing Islamic
Insurance. In this article the suitability of Islamic insurance over conventional one along with
its applicability in Muslim world is discussed. Ahmed (2010) reported that the Islamic
principles can prohibit the global crisis to occur. Islamic insurance funds are invested in
interest-free securities which reduce the chances of the crisis in this industry. Resultantly it
provides a solid support for Islamic insurance.

To maintain Islamic behaviours a Muslim may adapt his practices to and comply with
Shari’ah principles. The models of Takaful are helpful in categorizing it. Tawakkul concept
best deals with Takaful because firm belief in Allah is compulsory but taking due care is also
necessary. Takdful and conventional insurance models are different because of their
permissibility in Islam. Conventional mode is based on Ribd, Gharar and Mysir which are
prohibited in Islam.

The discussions on whether conventional insurance is in line with the Shari’ah have manifold
but the widely accepted view is that conventional insurance is contrasting to Takaful. The
major conceptual and operational paradigms are enough to define such contrasts.

REFERENCES:

1) Dorfman, M.S., (1978). Introduction to insurance, Englewood Cliffs, USA:
Prentice-hall.

2) Engku Rabiah Adawiah, E.A., and Hassan Scott, P.O., (2008). Essential Guide to
Takaful (Islamic Insurance), Kuala Lumpur, Malaysia: CERT publications.

3) en.wikipedia.org/wiki/Takaful, Accessed on 08" March 2012.

4) Haberbeck, A., (1987). Risk Sharing in an Islamic Society. Arab Law Quarterly, Vol.
2 (2), pp-138-147.

5) Hakim, S. R., (2007). Islamic Money Market Instruments. In Handbook of Islamic
Banking, pp. 162-164), Edward Elgar Publishing Limited.

6) Hansell, D.S., (1999). Introduction to Insurance, (2™ ed.). London: LLP.

7) Jacky Lim, Muhammad Fahmi Idris and Yura Carissa, (2010), History, Progress and
Future Challenge of Islamic Insurance (Takaful) In Malaysia, Oxford business and
economics conference program.

8) Mahmood, D. N., (1991). Takaful: The Islamic System of Mutual Insurance, Arab
Law Quarterly, Vol. 6 (3), pp. 280-296.

9) Mher Mushtaq Hussain and Ahmad Tisman Pasha, (Nov. 2011). Conceptual And
Operational Differences Between General Takaful And Conventional Insurance,
Australian Journal of Business and Management Research, Vol.1 No.8, pp.23-28.

10) Mohamed Ma’sum Billah, (2003a). Islamic and Modern insurance, Selangor,
Malaysia: [lmiah Publishers.

11) Mohamed Ma’sum Billah, (2003b). Islamic Insurance (Takaful), Selangor, Malaysia:

[Imiah Publisher.

12) Mubbsher Munawar Khan, et al., (June 2011). Comparative Analysis of Islamic and
Prevailing Insurance Practices, International Journal of Business and Social
Science, Vol. 2 No. 10, p.282 [Accessed 19 December 2011]

13) Muhammad Anwar, (1994). Comparative study of Insurance and Takaful (Islamic
Insurance), The Pakistan Development Review, 33:4 part 11, pp. 1315 — 1330,

accessed on 15" December 2011.

14) Qureshi, A.A., (Sep. 2011). Analyzing the Shari’ah compliant issues currently faced
by Islamic Insurance, Interdisciplinary Journal of Contemporary Research in
Business Copy Right © 2011 Institute of Interdisciplinary Business Research,

Vol. 3, No. 5. Available at www.ijcrb.webs.com, accessed on 17" December
2011.

280


http://www.ijcrb.webs.com/

15) Suraiya Hashim, Asnida Shahideen and Wan Roshidah Fadzim, The element of
gambling in Conventional insurance and takaful, research paper, Seminar
ekonomi and kewangan Islam, University Utara Malaysia, accessed on 23rd
February 2012.

16) Syed Umar Farooq, (2010). European Journal of Economics, Finance and

Administrative Sciences - Issue 20, available at www.eurojournals.com., accessed
on 19th December 2011.

17) Tobias Frenz and Younes Soualhi, (2010). Takaful & Retakaful — Advanced
Principles and Practices, Kuala Lumpur, Malaysia: IBFIM

18) www.ALQALAM.ORG.UK Contemporary Shari’ah Advice, accessed on 23rd

February 2012.

281


http://www.eurojournals.com/
http://www.alqalam.org.uk/

SUSTAINABLE DEVELOPMENT THROUGH THE ISLAMIC INSURANCE SYSTEM IN
SUDAN

Fatima A. Galal'
Zuriah A. Rahman®
Mohamed Azam M. Adil’

ABSTRACT

Several Islamic insurance and solidarity companies have been established since 1979; first in Sudan and
later in Saudi Arabia, and then in various other Islamic countries. There are currently about 200
companies of Islamic insurance in all parts of the world, spreading over the Islamic world. This number
indicates that the Islamic insurance industry has begun to prove and improve itself that is a strong
competitor to traditional insurance industry.This paper evaluates and analyses the challenges on several
issues related to Islamic insurance in Sudan for the period 1979-2011. This paper also covers semi-
structured interviewed at the preliminary in order to address the research questions, and hypotheses of this
research. A planned questionnaire to find out the sustainability and challenges facing Islamic insurance in
Sudan has been set. Smart PLS has been used to evaluate and analyze the result of sustainability in Sudan.
A brief content analysis of Islamic insurance systems for sustainability was discussed to examine its
challenges for research in the future. This research found that the link between Sudanese customers
perception and his satisfaction with using Islamic model as in Sudan. This paper concludes with a
discussion on the significant light of sustainable development in Islamic insurance industry in Sudan and
Muslim countriesneeds to propagate the research and publication in the areas of Islamic economics and
Islamic management.

Keywords: Islamic insurance, Sudan, sustainability, Smart PLS

1. INTRODUCTION

Islamic insurance industry to sustain facing many challenges globally and even fromregion to region,
some challenges are: the argumentative issue on the ownership of the Islamic insurancefund that is the
tabarry’ fund and the surplus distribution accumulated from the risk fund are some of the many issues
faced by the industry (Tobias, 2010), there is also diversity of the opinions that certain practices are
Shari'ah compliant, most of the Shari'ah experts do not have enough knowledge about the insurance
system while many Islamic insurance practitioners themselves are lacking in the knowledge and
information about Shari'ah principles with respect to Islamic insurance

2. LITERATURE REVIEW

For the modern Islamic insurance the practiced started in 1979 with Faisal Islamic Bank in Sudan, for the
reason to insure the bank’s properties in halal insurance, established the Islamic Insurance Company Ltd,
as the first cooperative insurance company in the world with pure capital from the bank as base for the
company. Sudan adopted a system called ‘mudarabah of Islamic solidarity’, the system was composed of
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a combination of mudarabah and solidarity where the contribution paid is divided as follows: 87.5% is
regarded as capital for mudaraba to be invested for the payer in the form of Al mudarib according to the
Shari'ah rules, 12.5% is taken as a donation to the solidarity fund and is subject to the rules of Solidarity,
however, this system did not meet acceptance due to the inflation in Sudan and it was abandoned (Aldarir,
2006).

When the participant contributes to the fund, he is indirectly applying the golden principle of ‘bear ye one
another’s burden’. He said, however, not all companies including insurance companies in Sudan itself
comply with the recommendation to accept ta'awun as a basis for Islamic insurance. The constraint is due
to poor fund for the initial capital, as nowadays nobody wants to invest something for free. When they
contribute their money, they are actually expecting something in return, which is the financial reward or
profit sharing (Billah M. M., 2004).

2.1 Challenges faced development of Islamic insurance

Many challenges faced development of Islamic insurance in Muslim countries. The ownership to the
contribution paid by the participant, and the consequence related to this ownership in case of surplus or
deficit is one of the most prominent problems in Islamic insurance industry (Shibili, 2009). Another
argumentative challenge issue on the ownership of the Islamic insurance fund that is the fabarru’ fund
and the surplus distribution accumulated from the risk fund are some of the many issues faced by the
industry(Tobias, 2010). There is also diversity of opinions that certain practices are Shari'ah compliant or
not (Jacky, 2010). Some services are accepted as Shari'ah compliant by some Shari'ah scholars in certain
regions while it is not by other scholars in other regions based on the report done by Islamic Research &
Training Institute Islamic Development Bank, concluded that this can lead to layers of regulatory
difficulty(Institute of Islamic Banking and Insurance, 2000).In addition, another problem is that most of
the Shari'ah experts do not have enough knowledge about the insurance system while many Islamic
insurance practitioners themselves are lacking in the knowledge and information about Shari'ah principles
with respect to Islamic insurance. This causes the variation of opinions among scholars, academicians,
professionals and other key players in the industry.

Moreover, there is no evidence to support if any of the existing models can be considered unique and
preferred from among the others, because all of these depend on the functions and factors which are
suitable to the respective country where they are being practiced(Mohamed, 2007).

Sudan, as the founder of Islamic insurance in the modern economy since 1979, (Khan, 2011) also has
Islamic regulatory environments, which naturally accommodates the Islamic insurance markets, at the
same time it is the only country with a complete Shari'ah finance system (Bekkin, 2007).

3. RESEARCH METHOD

The data in Sudan have been collected in an easy approach due to the fact that the author is from the same
country so this added to the ease of distributing and collecting the questionnaire but not in full because
some companies have been revoked as Red Sea insurance or some companies closed after Sudan became
two countries such as Juba insurances. In total, twelve companies were covered to fill the questionnaire,
and where some selected for the interview schedule. To study the sustainability of Islamic insurance in
Sudan, questions were set up and distributed into four parts: one for operators (insurers) in Islamic
insurance, one for participants (customers) in Islamic insurance to check the similarities and differences
of Islamic insurance. The reliability of the instrument that was used in the research to collect the data is
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important, but in this research and due to the small sample size which affects the normality of the data, it
was not possible to apply the reliability check.

The data gathered from the questionnaire will be analyzed using Statistical Package for Social Science
(SPSS) Version 20 programmes(Creswell, John W., 2008). SPSS was used to do manipulation checks and
to calculate Cronbach’s alpha for the constructs. Since the sample size is relatively small (Islamic
insurance organizations) and for the interpretation of the research objectives, partial least squares
structural equation modeling (PLS-SEM) is used. SmartPLS is a program that conducts a Partial Least
Squares analysis which allows to simultaneously examining theory and measures (Hulland 1999).

The research sample size between 56 respondents from customers 50 respondents from operators 13
respondents for Shari'ah board members, and 21 respondents expert in the Islamic insurance field
observations was increased to 200 re-samples to ensure convergence using this bootstrapping method.

4. RESULTS

The findings of the study revealed that there is a large sector of the Muslim population in Sudan needs to
be exposed to Islamic insurance practice, also there is a significant light of sustainable development in
Islamic insurance industry in this country.

Table 1 points out all the constructs of customer questionnaires and their indicators. The path coefficient
analysis included all indicators consisted of one indicator to each.

Table 1: Measurement items of the constructs — customer’s indicator

Construct Items Indicators
What is your consideration in the choice Qla Factors of selection Islamic insurance
of Islamic insurance company Qlb principles

Qlc

Are the Islamic insurance products Q3 Factors of selection Islamic insurance
subscribed to effectively meet your principles
satisfactions?

Do you have basic knowledge about Q7 Factors of selection Islamic insurance
Islamic insurance? principles

Does Islamic insurance more punctual in Q9 Principles of Islamic insurance
payment of claim than the conventional
insurance?

Do you aware of most of Islamic Q6 Principles of Islamic insurance
insurance transaction?

Are Islamic  insurance  operation Ql1 Similarities and Differences of Islamic
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assurances not certain? insurance models

The path coefficients and significance outcomes of the Smart PLS structural model (or inner model) for
Sudan, results are presented in Figure 1. The bootstrap samples are used to estimate the statistical
significance of the PLS path model coefficients.

Figure 1: PLS Structural Model of similarities and differences - Sudan
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The result of the first hypothesis to show the sustainability in operation of Islamic insurance is shown in
Table 2, for Sudan is strongly supported (p<0.01) by the empirical outcome of the structural model.
Sudan shows supported result by the question of Principle of Islamic insurance where the t-value is
1.932.The sign of both the coefficients is consistent with the expectation, but the effect is not strong
enough (t-value 2.876) to be significant. The expectation was:

The similarities and the differences in Islamic insurance models affect the operation.

Another sustainable challenging issue on the ownership of the Islamic insurance fund and the surplus
distribution accumulated from the risk fund are some of the many issues faced by this questionnaire
specially when answering item 5 (Does your Islamic insurance company disclose appropriate information
to you on the management of Policyholders fund?), the result showed low t-value (0.3806).

Table 2:First hypothesis testing result- Sudan

Hypothesis ~ Relationship t- p- conclusion
value value

Sudan

H, Factors of selection —» Islamic insurance 3.116 0292  Supported
principles

H, Principles of Islamic insurance Islare 1.932 0.238 Supported

insurance principles

This part is focused on the Protecting one another that governs Islamic insurance between the models
inSudan, while considering the models’ operation globally, contract design, policyholder fund, surplus
distribution, claim handling, disclosure/ transparency, principle /practice, operators, investment, and
Shari'ah board members activities. It shall analyze the Protecting one another in the models that constitute
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the modus operandi of the insurance and shall compare between the models in various jurisprudence. The
questionnaire has been set-up to answer the research question:

Do the similarities and differences in Islamic insurance models affect the operation (contribution-
underwriting-claim-surplus) of each model practiced in the selected country?

Table 3 points out all the constructs of Operators’ questionnaires and their indicators. The path coefficient
analysis included all indicators consisted of one indicator to each.

Table 3: Measurement items of the constructs — operator’s indicator
Construct Items Indicators
The Qard Hassan is permissible to QI0 Cooperation with each other
mitigate against default in the payment
of the claims

In the organization does the Islamic Q9 Cooperation with each other
insurer share in the underwriting
surplus?

Islamic insurer discloses the following Q13 Cooperation with each other
information

In your organization what is the Islamic Q1 Mutual responsibility
features

The Policyholders knows how the Q3 Mutual responsibility
operators manage policyholders fund

The contribution from participant is a Q5 Mutual responsibility
commitment to donate.

The policyholder recommend to the Q7 Mutual responsibility
board how the surplus from policyholder
fund is to be allocated

Conditions for the validity of the Q15 Principles and practice of insurance
contract. with Shari'ah rules
This model is practice in this QIl6 Principles and practice of insurance

organization with Shari'ah rules
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From Shari’ah perspective which model Q21 Protecting one another
are Shari’ah compliant

Shari’ah compliance, audit and review Q23 Protecting one another
of the Shari’ah rulings

In this specific section, the partial least square (PLS) Path Modeling aims to estimate the relationships
among operator’s respondents in the questionnaire distributed from Q1 to Q24.

The aim of the model as in Figure 2 was to analyze the influence of the latent variables: operation the
business paradigm, fund and surplus distribution, and Protecting one another on the dependant
variable,Protecting one another. Whereas Protecting one another only consisted of oneindicator which
was assumed to be able to explain the latent variable completely,operation the business paradigm, fund
and surplus distribution, as well as Protecting one another which were assumed to reflect variations in the
latent variable.

Figure 2: Structural model 1 results- Sudan
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Mutual responsibility, Cooperation with each other, and Protecting one another, statistical t-value for
Sudan respondents showed significant results varied from 1.4197 to 2.8991
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Table 4: PLS Results- the Protecting one anotherof Islamic insurance models for Sudan
Original Sample Standard T Statistics

Sample Mean Error (IO/STERRI)
0 ™) (STERR)

Sudan

Cooperation with each other - 0.2861 0.2785 0.116 2.4669

>Protecting one another

Mutual responsibility ->Protecting 0.4037 0.4412 0.1392 2.8991

one another

Protecting one another ->Protecting 0.1934 0.1842 0.1362 1.4197

one another

Therefore the second objective of the research which is: To examine the principles of insurance and
Shari'ah rules that governs Islamic insurance has been achieved, which implies why the Islamic insurance
is sustained in Sudan.

The third challenge of sustainability is shown in the PLS result in Table 5 points out, that the model
explained (92.1 percent) of the variance in the frequency to select rationale model with respect to selected
latent variables. Contract Design and Principles and Practice of insurance were found to be statistically
significant at the p<0.01 level and Surplus Distribution statistically significant at the p<0.05 level.
Investment Distribution and Policyholder’s fund Distribution were not found to be statistically significant
in the model. As Contract Design and Principles and Practice of insurance were found to be statistically
significant in the model and furthermore had the highest path coefficient there is sufficient evidence to
support the third hypothesis, that Contract Design and Principles and Practice of insurance are the most
important reason for Shari’ah board members to select the rationale model. Accordingly hypothesis 3 is
supported.

Table 5: PLS Results — Rationale selected model

Item Path Coefficient t-value
Rationale Model Selection- Sudan
Investment Distribution *#%0.340 1.902
Policyholder’s fund Distribution #%0.710 7.633
Contract Design -0.811 0.997
Surplus Distribution **0.141 1.014
Principles and Practice of insurance -0.092 2.315

R’=0.921

The path analysis using Smart PLS demonstrates the effects of different constructs (Contract Design,
Principles and Practice of insurance, Distribution, and Claim & Transparency) according to the
interdependencies stated in the assumption (The Rationale Model) and along with their corresponding
levels of significance (t-values). Bootstrapping resampling served to test the level of significance of the
path coefficients (pc) as in Table 6.
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6: PLS Results — Rationale selected model

Item Path Coefficient t-value
Model Harmonization with legal business operation - Sudan
Contract Design **0.186 1.2741
Fund distribution 440,677 6.1022
Claim & Transparency *%%(0.543 4.6104
Principles and Practice of insurance **%0.874 5.9500

R’=0.869
**Significant at the p<0.05 level; ***Significant at the p<0.01 level

S. CONCLUSION

Since the Sudan government determined to apply the shari'ah rules in the country to all sectors and
economy insurance as one of the sector affected by that rules, this result match exactly why Sudanese
customers select Islamic insurance, where there is no conventional insurance for the customers to
compare or select based on any other factor. Insurance whether it is Islamic or conventional is recognized
on a number of specific basic principles and upon which its fundamental legal and technical applications
are based, these principles work for the general insurance. Those principles resolve the way to calculate
the compensation for the insured in case of maturity protect the insurer from moral hazard from the
insured and all these minimize expenses for the organization to maximize profit.

This research also has implications for sustainable practice. The important Islamic insurance factors
affected participants s in models usein Sudan means that attempting to recognize it and measure it may be
a good management practice in order to ensure use continuance. At the same time, providing a supportive
environment from the organizations, media and government also improves the customers’ attraction.

The sustainable practice of the principles and practice of Islamic insurance with Shari'ah rules in this
study would assist operators in two ways. First, the author has provided a range of scales in nine sections
as: Contribution/Contract design, Policyholder Fund, Surplus Distribution, Claim/ Handling, Disclosure/
transparency, Principle/ practice, Operators views, Investment views, and Shari'ah Board members’
suggestions. These scales can be fruitfully used by insurers to measure various factors of Islamic
insurance system models after its implementation. Second, the model which has established relationships
between these latent variables holds great secure as a diagnostic tool for identifying and isolating the
principles and practice of insurance with Shari'ah rules problems.
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SHARIAH ISSUES RELATED TO OWNERSHIP OF TAKAFUL BENEFIT AND HIBAH IN
FAMILY TAKAFUL IN MALAYSIA

Nan Noorhidayu Bt Megat Laksana'
Nurdianawati Irwani Abdullah®
Akhtarzaite Abd Aziz’

ABSTRACT

This preliminary paper will explore and identify the issues on ownership of fakdaful benefit to
determine the ownership in Participant Special Account (PSA) or tabarrulN fund since the ownership
issue is much related to hibah issues. Besides, the researcher will identify the problem facing in hibah
issue especially the validity of making hibah and the conditional time of executing hibah to the
participant in Participant Personal Account (PA). This research adopts qualitative and quantitative
methods and the instrument of these methods is semi-structured interviews. In order to achieve the
objectives, primary data will be collected to solicit the views, opinions and experiences of SharENah
advisors, SharENah officers and takaful experts. Through this study, it will provide crucial insights to
the literature by revealing whether the nomination process which practice among all takafiu operators
in Malaysia is standardised and follows the Islamic Law of inheritance (farEid) or by the practice of
hibah in the distribution of takafiul benefits.

Keywords: Ownership, takaful benefit, hibah, family takaful.

1. INTRODUCTION

In family takaful, there are two different accounts namely, Participant Personal Account (PA) and
Participant Special Account (PSA). According to Nasser (2011), Participant Personal Account refers
to the investment which is done by the fakaful operator on behalf of policyholder and the profit will
be shared between policyholder and the takaful operator according to a pre-agreed ratio. Meanwhile,
Participant Special Account (PSA) refers to the policyholder’s contribution in the form of tabarruN
which will be placed in this fund and will be used to fulfil the obligation of mutual help if any
misfortune arising from death or permanent disability.

Meanwhile, nomination refers to authorizing a person in a fakaful policy to receive and administer the
takaful benefits upon the death of the insured (Younes, 2010). The fakaful operator needs to take the
responsibility to distribute the takaful benefits to the nominee. In nomination process, the distribution
of takaful benefit is different to the Muslim participant and non-Muslim participant. For Muslim
participant, a nominee is considered as an executor while for non-Muslim participant, a nominee will
considered as an absolute beneficiary. It was clearly provided by the provision under Section 167(1)
and Section 167(2) of the Insurance Act 1996 that the nominee (Muslim) acts as an executor and not
as an absolute beneficiary. Thus, an executor must distribute the monies to the beneficiaries who are
determined according to Islamic law of inheritance (farE il).

Currently in practice, some takaful operators in Malaysia provide an option of giving hibah in
nominations process to the participants in a family takaful plan (nurdianawati, 2010). Besides,
according to Mohd Shahrulnizam (2010), the only takaful operator in Malaysia that has already
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applying hibah is takaful Tkhlas, while other takaful operators still using farE il method for the
distribution process. In this situation, the nominee will be considered as a sole beneficiary through
hibah. 1t is different in nomination process without hibah, where the nominee is merely considered as
an executor. Furthermore, according to the Shari‘ah Advisory Council of Bank Negara of Malaysia
on 21% April 2003, participants can give the takaful benefits as hibah since it is a right of the
participant itself.

Recently, the Section 2 of IFSA 2012 limits the beneficiaries of takaful benefits reads as follows:
proper claimant means a person who claims to be entitled to the whole or part of the
takaful benefits under a takaful certificate as executor of the deceased takaful
participant, parent or guardian of an incompetent nominee or an assignee or who
claims to be otherwise entitled to the takaful benefits under the relevant law

Based on the clause above, it is clearly mentioned about the limitation of beneficiaries which include
spouse, children, employee and dependent. In nomination process, takaful benefits can be given to the
beneficiaries only under Permissible 7akaful Interest (PTI) or Insurable Interest. Besides, these four
categories of the beneficiaries may receive takaful benefits as simply as can according to the
nomination form which is appointed by the policyholder if he died.

With regards to the clause above, the categories of the beneficiaries of takafil benefits is limited to
four categories only. However, the issue that might be appears here, if the policyholder wants to give
takaful benefits other than four categories that mentioned earlier. Therefore, according to IFSA 2012,
the policyholder may give takaful benefits other than four categories through Aibah. The purpose of
giving takaful benefits through hibah is to address the limitation in nomination. When hibah form is
signed by the policyholder to give the beneficiaries takaful benefits, he may appoint anybody that he
likes to receive the takaful benefits.

In addition, some scholars argue that, the takaful policies are meant to secure or protect the rights of
the close beneficiaries, especially the immediate family who their lives depend on him. Thus,
distributing the sum covered as farE il might hinder the objective of the takaful contribution. Maybe
the deceased has an adopted son who still dependent on him, but not eligible as an heir through
farE'il. He is the real beneficiary compared to those who not dependent on the deceased like his
uncles and aunties (Mohd Shahrulnizam, 2010). Rasulullah s.a.w once said that, as reported in Sahih
Muslim (hadEth number 3991) as follow:

“...to leave your heirs rich is better than to leave them poor, begging from people;

that you would never incur an expense seeking therewith the pleasure of Allah, but you

would be rewarded therefor, even for a morsel of food that you put in the mouth of

your wife.”

Therefore, it is better to make the sum covered as Hibah, so that it will benefit those who really in
need and achieve the real intention or objective of takaful contribution.

Thus, this study will explore and examine the issues on ownership of takafil benefit to determine the
ownership in Participant Special Account (PSA) or tabarruN fund since the ownership issue is much
related to hibah issues. Besides, the researcher will identify the problem facing in Aibah issue
especially the validity of making hibah and the conditional time of giving hibah to the participant in
Participant Personal Account (PA). Finally, this study also will provide an empirical study related to
the issues in this research in order to examine the theoretical aspects is relevant to the practice of
takaful industry.
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2. LITERATURE REVIEWS
2.1 Definition of Property

According to ZuhaylE (1989), the Arabic word mE! includes all things that can be possessed and
owned by individuals. Furthermore, Saleem (2012) added that things which are cannot possess such
as free air, birds in the sky, fish in the river, and undiscovered minerals inside the earth or the heat
from the sun are not considered as private property (mEl). Thus, a thing could only be considered as
property if it is beneficial use in accordance with the commonly accepted customs.

Muslim Jurists of figh have different opinions on the definition of property. According to Ibn al-
"AthEr (1991), property (mEIl) means everything that one can own. Besides, Ibn ManDEr (1990),
stated that mEl as things that can be possess and can be owned. Thus, according to Azman (2008),
these definitions originally used by the Arabs to refer only to gold and silver, however, its application
was further extended to include things owned physically, as well as camels.

Moreover, HanafE defines property (mEl) as a thing that can be possessed and used by the people
(ZuhaylE, 1989). Tbon NObidEn (1998), also added that mE! as a thing that is desired by human nature
and also is capable of being stored when it is needed. The HanafEs limits the meaning of property to
valuable things that individual can own or possess and store for the time of necessity (Saleem, 2012).
Hence, according to HanafEs also, right and usufruct are not mEI because they are not capable of
being stored.

The definition of property (mEl) from other Schools of figh such as SyafiNEs, MElikEs and xanbalk,
includes all valuable things which have financial value and in the case of destruction, the destroyer is
liable to pay compensation (ZuhaylE, 1989). Besides, according to them, the financial value of a
certain thing determines whether it is considered as property or not.

Furthermore, they do not accept the opinion that stated if a certain thing, usufruct or a right has
financial value, it is considered a property. They also added that assets are owned not necessarily for
their own sake but for the sake of usufruct and rights cannot be accepted. On the other hand, usufruct
has monetary value can be considered as property (Saleem, 2012). Therefore, it can be said that in the
modern application, takdful benefit is also treated as property (mEl).

The statement that mentioned fakaful benefit is also treated as property (mEl) has been stated and
enacted by the Islamic Financial Services Act (IFSA) 2012 as follows;"
Property means any movable or immovable property, whether
tangible or intangible and includes;
(a) any right, interest, title, claim, chose in action, power or
privilege, whether present or future, or whether vested
or contingent, in relation to any property, or which is
otherwise of value;
(b) any conveyance executed for conveying, assigning,
appointing, surrendering, or otherwise transferring or
disposing of immovable property of which the person
executing the conveyance is the proprietor or has possession
or in which he is entitled to a contingent right, either
for the whole interest or for any less interest;
(¢) any security, including any stock, share, and fund;
(d) any negotiable instrument, including any bank note, bearer
note, Treasury bill, dividend warrant, bill of exchange,
cheque and negotiable certificate of deposit; or
(e) any mortgage or charge, whether legal or equitable, guarantee,

4 Clause 2, Islamic Financial Services Act (IFSA) 2012.
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lien or pledge, whether actual or constructive, letter of
hypothecation, trust receipt, indemnity, undertaking or
other means of securing payment or discharge of a debt
or liability, whether present or future, or whether vested
or contingent;

To sum up, it can be stated that, from the clause it is clearly mentioned about takaful benefit is also
treated as property (mEI) as any right, interest, title, claim, chose in action, power or privilege or
whether present or future and others. Therefore, the issue whether takaful benefit can be treated as
property (mEI) cannot be denied or questioned anymore as this issue has been recently gazette in the
provision of Islamic Financial Services Act (IFSA) 2012.

2.2 Definition of Ownership

Ownership signifies the rights to exploit and utilize the wealth and resources provided by Allah s.w.t.
and such right is transferable through legitimate methods. Moreover, the owner deserves the right of
ownership as long as he utilizes the gift endowed to him properly. The object of ownership, for
example mEl must be “something of value, permissible and capable of being possessed” (Qairi,
1973). It also can be tangible or intangible like intellectual property.

There are many definitions of ownership in Is/Em. Al-Korafi (2001), states that the ownership is a
legal statement, on something or on its utility that gives right to whom it is granted to use the owned
thing and to get compensation for it. Besides, Ibn Ashat (n.d), added that ownership is the ability of
acquiring the legal right to use something or its utility by someone or his representative by proxy. Ibn
Taymiyyah (1978), states that the ownership is ‘the legal ability to use something”, while Khafif
(1990), defines ownership as the legal ability that allows someone to exclusively use and benefit from
something.

According to Al-ZuhaylE (2003), ownership (al-milkiyyah) is an Islamic legal term which signifies
the relationship between a human being and property which renders the property specifically attached
to him, thus, giving the owner the right to deal in that property unless there is a legal impediment
preventing him from such dealing. Besides, Yunus (n.d), added that the Hanafis consi