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The Case Study Approach

The case studies document the story how five innovative Islamic Finance and Islamic Social
Finance solutions were developed. The cases are among the many that deserve to be
showcased and shared with the public. For UNDP and IsDB, the findings can help formulate
strategic plans to support Member Countries to enhance their Islamic Finance ecosystem and
stakeholder readiness.

As countries learn from each other, knowledge exchange is a critical component of international
development cooperation for the successful implementation of UN’s 2030 Agenda for Social
Development Goals (SDGSs).

Case Study | SUKUK PRIHATIN

In response to the COVID-19
crisis, the Malaysian
government launched National
Economy Recovery Plan
known as PENJANA

In order to raise funds for the
stimulus package - Digital
Sukuk (Sukuk Prihatin) was
introduced

@y Sukuk Prihatin

Within one month (August - Malaysian government used

digital mechanism to raise
USD115 million (RM500 million)
from retail investors

September 2020),
Sukuk Prihatin was
oversubscribed up to USD151.7
million (RM660 million)
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Ministry of Finance (MoF) as the representative
of the government led the issuance process and
acted as the obligor of the Sukuk.

... Bursa Sug al-Sila’ is a platform where the
M IDCASAC, commodity trading is transacted. The platform is
BURSAS A SUC | A\ -Slla organized by Bursa Malaysia.

Bank Negara Malaysia (BNM) acted as an agent

on behalf of sukukholders and MoF undertook
BANK NEGARA MALAYSIA — commodity murabahah transactions in Bursa Sugq

27 distribution banks created their own websites to
promote and facilitate Sukuk Prihatin subscriptions
from retail investors.

Beneficiaries

Subsidy program to assist B40 group (the poor)

Health related expenditures including giving special
allowance for frontliners

ancial assistance to Micro-SMEs for them to become resilient
03 during the pandemic

Ve

Internet coverage to schools in rural areas

04
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Success Drivers
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) - confidence and trust for iINVestors N

Digital Acceptance — due to COVID-19 movement
restriction indirectly accelerated the use of FinTech
among retail investors to subscribe Digital Sukuk.

Charity Element — many high-net-worth individuals also
bought Sukuk Prihatin

Challenges

COMPETING
INVESTMENT
PRODUCTS IN THE

MARKET

LIMITED
PARTICIPATION
AMONG RURAL
POPULATION OR

SENIOR CITIZENS DUE
TO DIGITAL BARRIERS
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Case Study Il
VALUE-BASED INTERMEDIATION

.
AIBIM

BANK NEGARA MALAYSIA I

CENTRAL BANK OF MALAYSIA ASSOCIATION OF 15LAMIC BANKING AND
FINANCIAL INSTITUTIONS MALAYSIA

Value-Based Intermediation (VBI) is a unique regulator-industry initiative by Bank Negara
Malaysia (BNM) and Association of Islamic Banks in Malaysia (AIBIM) that addresses Malaysian
Islamic banks role towards climate change, environmental as well as common sustainable
development issues and challenges.

The aim of VBI is to meet societal needs for financial intermediation and also to meet the aims
of SDGs and ESG practices not only by Malaysian Islamic banks but also conventional banks.

VBI is defined as an intermediation function that aims to deliver the intended outcomes of
Shariah through practices, conduct and offerings that generate positive and sustainable impact
to the economy, community and environment, consistent with the shareholders’ sustainable
returns and long-term interests (BNM 2018).



ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

VBI Underpinning Thrusts and Institutional Enablers

IMPROVED BANKING
PRACTICES & OFFERINGS

@ Impact-focused Disclosure
Comprehensive
Measurement

%“ Impact-based

Assessment

\J

Inclusive Governance

UNDERPINNING THRUSTS

Constructive
Collaboration

&

7N
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VBI Underpinning Thrusts and Institutional Enablers
(cont’d)

Islamic Banking Institutions

BNM : Creating Enabling Environment Stakeholder Activism
Nurturing Potential Champions Enhanced Disclosure Direct Stakeholders

e Community of Practitioners » Corporate Value-Intent » Shareholders
(CoP) Disclosure Framework (CVI) + Depositors & Investment
* VBI Strategy Paper Account Holders
» VBl Implementation Guide + Customers
» VBIInvestment & Financing

Impact Assessment Indirect Stakeholders
Framework VBIAF)

» Sectoral Assessment * Government
Guide * NGOs
* Analyst & Researchers
Strategic Networking = Public
+ VBI Network » VBl Scorecard

v

OUTCOME: ENVISIONED FINANCIAL LANDSCAPE

Driven by long term and Performance measurement I tont "
wider objectives (profit, considers financial & 3 nr{mva ;““ l‘:”ea e
people and planet] non-financial aspects valuesiors

Wiy
Iﬁ Impact-based approach &%& Meaningful and active
that fosters good conduct roles of key stakeholders




1 out of every 3 IBIs’ 1 out of every 10 Nearly 35,000
deposits and financings approved deserving families now

investment accounts by IBls are own affordable homes
are VBl-aligned VBIl-aligned in over 190 projects,

worth RM34.8 billion worth over RM%4.2 billior through almost RM20 billior
more financing

Over 1000 public 100,000+ SMEs & 4500+ more renewable

infrastructure accounts micro-SMEs energy & green projects

supported for better supported to conserve our
living standards, with over RMA40 billion environment
through RM24.1 billion financing provided via more than RM8.8 billion

additional financing financing

Nearly 'z [by value) and 1800+ accounts in
2/3 Iby portfolio) of our 450+ zakat, wagqgf,
members’ investment charities and sadagah
portfolio are in SRI, initiatives

SDG, ESG, green, professionally
renewable and similar managed
VBIl-aligned initiatives?® worth RM190 million
worth approximately RM24.6

billion




Issues & Challenges

Internal and
operational

Structural VBI Profit
issues Scorecard maximization

IBs face Performance In DI’E!E_I tD_fl.llf“
challenges in indicators pose VBI objectives, |
adopting VB issues to IBs. _ profit

initiatives partly The scorecard maximization for
due to group measures shareholders
policies that are financial and may not be the
not in-line with non-financial focus of IBs.
VBI. performance.
|
\ A A g

External and
Market
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Case Study Il
Fintech & Islamic Social Finance

GLOBAL

SUPPLY

COMMERCIAL
FINANCE

B @ = ‘
2, R — |qfeesl &
4 mm | 2 B9 . — o6
Global G " Industrial Area Laboratory Port Others
oba overnment
Islamic Capital Islamic Corporation
Investor Budget Marketp Banking B INFRASTRUCTURE :
J= 5®G o Medium
S0 Bt g-%@ enterprise P
=
Corporate Retail Islamic non Small enterprise Sal d
Investor Investor Banking P Input Production Distri Mzs(se:-:g o MARKET
\_ Food & Modest Tourism - Islamic
Micro enterprise Beverage A Fashion io Business
SOCIAL FINANCE \ DOMESTIC
.57 MARKET
. Wakif % = = = <Uitra micro enterprise— - — =
% SHoP
G « Muzakki zIs X T
. N > FEY
@’ - Donors - BMT Management = Islamic ﬁﬁ—“ﬁ] ﬁ $°—% - Associations EE |
< BWM Organization @ Organizations r"V_n' + Group/Community .
Islamic Boarding Business
« Wagqf Nadzir School Mosque Y.

HUMAN CAPITAL
Education Institution
Certification

BRANDING b, DIGITAL TECHNOLOGY @AWARENESS &

AmmA Big Data, Blockchain

i b 3 CONSUMER

Promotion and % Internet of Things [R fﬂ PROTECTION
Socialization Artificial Intelligence, etc *

REGULATION
Standard
regulation and
Fatwa

Ecosvstem Infrastructure

RESEARCH &
-ﬁDEVELOPMENT

Professional Certification

Improving
Transaction
Processes

Reducing Cost &
Errors

Monitoring the Flow

Impact of Fintech el Ly
Adoption

Better Performance
Evaluation

More Transparency
& Integrity
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Prospects of Widening Fintech Adoption

Transparency & Involvement

“When Zakat payers and Waqf donors are able to monitor
the flow of zakat and Wagqf funds by using real-time data, it
definitely will give more information to them on how Zakat

“We can use the concept of e-vouchers for
asnaf who shop at selected stores as part of
the distribution mechanism”

and Wagqf institutions are managing these funds”

Apps & Other

Fintech Tools

“The use of apps in foodbank
projects will be able to find out
the number of items available
in foodbank stores. So, we can
easily monitor from everywhere
and make decisions when to
refill these items in real-time”

: “For Wagf, the Fintech platform
- can be
- the process of
- expansion and maintenance
. of funds and Wagqf assets. This :
- includes maintaining mosques

used to manage

- “We can explore especially the
- development of Wagf by using
investment,
- Sukuk”

Fintech tools such as bitcoin or

- by using Wagf funds”

Selected Fintech Adoption by Zakat & Waqf
Authorities in Malaysia

“The use of Fintech in PPZ MAIWP has been well received by staff and Zakat
payers. The online system has been used extensively by Zakat payers. In
addition, PPZ also use internet banking. The Zakat managers and staff also
support the implementation of Fintech.”

Pl

PUSAT PUNGUTAN ZAKAT
olgisaialls olful olsl ulno dls; igk 48 duu g

“The use of cashless technology is part of Zakat policy in Pahang. Fintech
is growing more popular with digital receipts replacing cash payments, and
the elderly increasingly adopting, mastering, and using the technology to pay
Zakat online.”

' =R ek b ik
GNZRC skl e
CD DT laS 1l

“The Lembaga Zakat Kedah (LZNK) began its digital makeover in 2017.

LZN K The implementation had changed our working procedures, working culture,

g customer experience, reducing errors, reducing unnecessary costs, paperless
as well as accurate and timely decision-making.”

“The potential of the Zakat distribution efficiency, measured by the level of
implementation of Fintech in collecting, administering, and distribution by
Pulau Pinang Waqaf is not more than 50 percent at the moment.” But there is
a lot of potential in Fintech.
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Selected Fintech Adoption by Zakat & Waqf
Institutions in Indonesia

DONASI via . '
WhatsApp Pay e}
e —

“In ZISWAF Fintech helps data integration and payment method. Payment
codes used in a v system can direct all players in the sharia digital financial
service ecosystem to bridge from one point to another.”

“Relatively large Fintech are also closing in to complement their systems
with Gojek’s ziswaf, and the go-gift feature. Commercial P2P Fintech
trusts are also developing Waqf features”

“Many Fintech companies such as Tokopedia Syariah, Shopee Syariah,
Bukalapak Syariah, and e-wallet such as OVO, Dana, etc. have been
integrated with Islamic institutions to facilitate payments”

“BWI doesn’t have a model for productive Waqf yet, but it is possible
for all stakeholders and existing Fintech players to develop an efficient
collection and distribution Waqf system.”
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Case Study IV
Baitul Mal wat Tamwil (BMT)

Micro-finance Institutions

It is estimated that more

such as BMT have
grown since 1990s and
flourished continuously
throughout the years.

In terms of the business
form, BMT takes the
form of a cooperative or
corporation.

than 7000 BMTs exist,
including registered and
unregistered ones.

Most of the BMTs are in
the form of cooperatives
(also known as Islamic
Savings and Financing
Cooperatives (Koperasi
Simpan Pinjam dan
Pembiayaan Syariah /
KSPPS).




Institutional Enablers

Hementerian Kaperail din UKM Bepulld Indcneiia

H
A1 KeMENKOPL

The Ministry of Cooperatives and SME
can be said as the main key players in the
development of BMTs in Indonesia. This is
because most BMTs choose cooperative
form, hence they should seek license from
the Ministry of Cooperatives and SME.

OTORITAS
JASA
KEUANGAN

L
According to Law Number 1 of 2013
concerning Microfinance Institutions, all
microfinance institutions, including BMTs,

should obtain a business licence from the
Financial Service Authority (OJK).

=
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The Ministry of Home Affairs work together
with the Financial Service Authority and
the Ministry of Cooperatives in educating,
regulating and supervising microfinance
institutions.

BAZNAS

Badan Amil Zakat Nasional

Given the social intermediary function of
BMTs that enable them to collect Zakat,
Infak, Sadagah, BMT can act as the Zakat
Collection Unit (UPZ) of the National Amil
Zakat Agency (BAZNAS).

Cooperative and Law No.21/2011 Law No. 23 /
Law no 25/ 1992 MSME regulation No. 2011 Law No. 1/2013
11/ 2017 The Financial
. The impl tation o/f Services Authority - .
Cooperatives lsl;r:n?:esrzt;; iy (Otoritas Jasa Zakat Mlcr?ﬁnonce
Financing Cooperatives Management Institutions (MF]s)

(KSPPS) by Cooperatives

Keuangan/OJK)

- s S s S s
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Distribution of Financing for Islamic MFls
in Indonesia

Size of Financing (IDR billion)

7,763
5,224

59 186
e LA

LKMS {2017)  IlsmicP2P BAZ [LAZ BPRS (2017)  KSPPS/BMT
(2018 (2017 (2017

Islamic P2P___

(2018) T—

0.50%

LEMS (2017)
0.16%
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