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ABSTRACT

This present study aims to develop an alternative model of financing that address the
problems of waqf land financing in Malaysia, analyse the probability that waqf institution
will use the proposed model and recommend policies to enhance the optimisation of
crowdfunding for developing waqf land. This study focuses on potential donors in the four
states in Malaysia, namely Pahang, Pulau Pinang, Selangor and Johor since these areas have
significant waqf lands. The analysis is conducted using statistical analysis and logistic
regression analysis. The study finds that there is a high probability of donors willing to use
the proposed model (CWM), particularly among non-married donors, females, low-middle
income donors, and those with more awareness of crowdfunding and waqf.
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ABSTRAK

Penelitian ini bertujuan untuk mengembangkan model pembiayaan alternatif untuk
mengatasi masalah pembiayaan wakaf tanah di Malaysia, menganalisis kemungkinan
lembaga wakaf akan menggunakan model yang diusulkan dan merekomendasikan kebijakan
untuk meningkatkan crowfunding dalam mengembangkan wakaf tanah. Studi ini fokus pada
donor yang potensial dari empat negara bagian di Malaysia yaitu Pahang, Pulau Pinang,
Selangor dan Johor karena daerah-daerah ini memiliki wakaf tanah yang signifikan Analisis
dilakukan dengan menggunakan analisis statistika dan regresi logistik . Hasil penelitian
menunjukkan bahwa kemungkinan tinggi donatur yang menggunakan model yang
diusulkan (CWM), khususnya diantara donor yang belum menikah, wanita, donor yang
berpenghasilan menengah, dan yang memiliki pengetahuan tentang crowdfunding dan
wakaf.

Kata kunci: Donatur, Crowdfunding, Wakaf Tanah, Regresi Logistik, Malaysia
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INTRODUCTION

Waqf is considered to be a unique Islamic
economic institution that played a
remarkable socio-economic role in the
history of Islam and Muslims (Cizaka, 2009).
Nowadays, waqf also contributes to
sustainable socio-economic development
(Kahf, 2007). Mohsin (2008) clarifies that
wagqf plays a significant social and economic
role by providing education and health
services, public goods (roads, bridge and
national security), commercial business,
utilities (water and sanitation), religious
services (building and maintenance of
mosque and graveyards), helping the poor,
orphans and the needy, creating
employment, supporting agriculture and
industry while reducing the financial
burden on the government.

Moreover, waqf land constitutes a large
amount of the total available land in many
countries, including Malaysia. According to
statistics by the State Islamic Religious
Councils (SIRCs), the size of waqf land in
Malaysia is estimated to be around
30,888.89 hectares, which is equivalent to
14,356 units of waqf land (YWM, 2016).
According to Rashid (2011), the average
rate of return on investment in developing
waqf land is in the range of 20-25%.
However, despite its availability and
potential, there is a lack of development of
waqf land in Malaysia. A vast majority of
research has shown that SIRCs in Malaysia
face financial constraints in developing
waqf land. They depend on government
allocations to develop waqf land (Pitchay
2015), whereas such funding has decreased.
For example, in the 9t Malaysian Plan
(RMK-9), the Malaysian government
allocated RM 256 million of which RM 244
million was marked for developing 19
physical projects and RM 12 million for non-
physical projects. However, in the 10t
Malaysian Plan (RMK-10), the government’s
allocation has been reduced to RM 72.76
million due to economic reasons (JAWHAR,
2012; Pitchay, 2015; Thaker et al., 2017).
Under RMK-10, from the 42 projects
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submitted, only ten were approved as
physical projects from RMK-9 (Ahmad et al.,
2011). Moreover, Ngah (2012) pointed out
that from the total funds from RMK-9 and
RMK-10, only 0.16% of waqf were
developed. Whereas, in order to develop
wagqf land in Malaysia, SIRCs needed at least
RM 80 billion (Mohd, 2012). Several studies
suggested alternative models by using
classical and contemporary modes of
financing to develop waqf land (Cizakca
1998; Mohamad et al, 2012; Nor and
Mohammed, 2009; Mohsin, 2012; Mohsin et
al, 2016; Benyounis, 2015; Mohsin and
Mohammad, 2011; Ali et al, 2015;
Mohammad and Iman, 2006; Pitchay, 2015),
however the suggestions have proven
incapable of completely overcoming the
issue of financial constraint in developing
wagqf land.

Considering the above conditions, there
is a need to develop a viable model and
investigate the extent to which such a model
can address the issue of financial constraint
and market acceptability of the donors. It
can be rightly asserted that other innovative
sources of financing besides government
funding are required to develop waqfland in
Malaysia.

LITERATURE AND METHOD

The first objective of the study is to develop
a conceptual model of crowdfunding and
waqf land. This study focuses on
crowdfunding due to its suitability for
financing waqf land development,
particularly in Malaysia. Crowdfunding is a
new internet-based method of fundraising
in which the individual solicits
contributions for projects on specialised
crowdfunding websites or crowdfunding
platform (CFPs) (Hemmer, 2011). In this
case, crowdfunding focuses on gathering
many small donations rather than
requesting a single large sum from a funding
agency or traditional financial institutions.
A particular project is mostly funded with
small contributions from a large number of
individuals with the help of the internet.
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Crowdfunding, which is a computer-
mediated means of raising funds, has
gradually become an emerging paradigm to
solicit funds from other individuals to
execute a particular project with a social
impact. In this case, the donors contribute
cash donations to finance projects. Several
studies stressed the utility and potential of
crowdfunding to finance waqf land
development (Suhaili and Palil, 2016; Al
Ma’amum et al., 2016; Sabree et al., 2018).
According to these studies, the proper
utilisation of crowdfunding as a source of
financing can upgrade, improve and
enhance the capacity of waqf land in
Malaysia.

The present study propose a financing
model that integrates crowdfunding with
wagqf land development to support waqf
institutions as a source of financing the
development of waqf land in Malaysia. This
model is developed specifically for
Malaysian waqf institutions by initiating
commercially viable projects. This model
combines  crowdfunding with  waqf
institutions. The present study focuses on
these elements due to its potential to
provide funds and support sustainable waqf
development. The model validates its
suitability in the market by interviewing
potential donors from the field. The
literature on crowdfunding claims that
crowdfunding could be used to support the
financing of waqf land development. As
such, this study proposes crowdfunding into
the waqf land development model. The
model is called the crowdfunding wagqf
model (CWM) as illustrated in Figure 1.
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Figure 1: Crowdfunding Waqf Model (CWM)

CWM involves two the waqf institution,
i.e. SIRCs or JAWHAR, and the donors or
crowdfunders. The donors contribute
through donation-based crowdfunding,
where no rewards are given to the
crowdfunders, and reward-based
crowdfunding, where crowdfunders receive
a tangible reward for backing the project,
but not in financial form. These two types of
crowdfunding are the biggest and fastest-
growing forms of crowdfunding, and will be
applied in the proposed model. The donors
browse the crowdfunding platform to
choose the projects they are willing to
support. After selecting the project, the
donors transfer/send funds through
payment gateways. Once the target amount
of fund from the donors is reached, the
system will update the status of the projects
and keep track of received funds until it is
ready to be distributed to waqf institutions.
In the end, the wagqf institution manages,
monitors and supervises their funded
projects and regularly updates the progress
into the system until the particular projects
are completed.

This model is proposed as an
alternative option for financing wagqf
development in Malaysia. This study aims to
develop a compatible model that can
effectively resolve or minimise the liquidity
constraints in developing waqf land in
Malaysia. The model has the potential to
rejuvenate wagqfland in Malaysia. The use of



4 ’ Hapsari, et.al

crowdfunding in this model is substantial
since this mode of raising initial capital has
proven to be successful in Australia, United
State, Netherland, United Kingdom, France,
India, and Brazil, among others (World
Bank, 2013).

The alternative model aims to provide
financing for developing waqf land in
Malaysia. This study uses primary data
collected using a self-developed
questionnaire containing items of different
format. The formats use dichotomous
answers such as “Yes” and “No” and self-
assessment items measured by a Likert
scale. Demographic questions are also
posed to provide information on the
respondent profile such as gender, age,
educational level, income level and
occupation. This study focuses on potential
donors in four states in Malaysia, namely
Pahang, Pulau Pinang, Selangor and Johor.
These areas are chosen because of the
availability of a waqf land database. To
determine the sample size of respondents,
this study applies the sample size formula
provided by Yamane (1967), which is given
as:

N

"TI+N(e)?

Where n is desired sample size, N is
the population size, and e is the level of
precision or sampling error (sampling error
in this study is 5%). By applying the above
formula and calculating based on 95%
confidence level and 5% error, the total
desired sample size (n) is equal to 1600. For
this study, a total of 1270 respondents
participated in the survey. However, only
1,000 questionnaires (79%) are usable. The
remaining 270 (21%) questionnaires were
incomplete and excluded from the analysis.
The analysis is conducted using logistic
regression. This is a nonlinear regression
model designed for binary dependent
variables. The purpose of this model is to
test the probability of demographic of
donors and the knowledge of donors in
regard to crowdfunding and wagqf
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(variables) contributes to the willingness to
use CWM among donors.

Unlike a linear probability model, this
model uses a nonlinear formulation that
forces the predicted values to be between 0
and 1 by using cumulative probability
distribution function (c.d.f) which is
denoted by F. Apart from using logit
regression, probit regression could also be
used in modelling binary dependent
variables. The difference between logit and
probit regressions is that probit regression
uses the standard normal c.d.f. and logit
regression uses the “logistic” c.d.f.2 (Stock
and Watson, 2007). The logistic cumulative
distribution function has a specific
functional form defined in terms of the
exponential function. The population of the
logit model of the binary dependent variable
Y with multiple regressors could be
expressed as:

Pr(Y=1/X1,Xz......) = F (Po+ P1X1 + [2X2 + ......

* ﬁ”X”) = 1+e—(BO+B1x1+p2X2++pnXn) (1)

The main reason for using logit
regression is that the logistic c.d.f. could be
computed faster than the normal c.d.f.
(Stock and Watson, 2007). The logistic
regression model is estimated to predict a
categorical (usually dichotomous) variable
from a set of predictor variables. For the
purpose of this study, the dependent or the
outcome variable of interest was
constructed as a ‘yes/no’ (later on coded as
1 = yes and 0 = no) dichotomous indicator
based on the response to survey
questionnaire item: “Would you willing to
use Crowdfunding Waqf Model to assist
waqf institution in terms of providing
financing for developing waqf land?”
Respondents who answered ‘yes’ is coded as
1 and those who answer ‘no’ is coded as 0.

For predictor variables, the variables
included are gender, age, marital status,
educational level, occupational, monthly
income level, internet usage, crowdfunding
awareness and waqf awareness. All
predictors are dummy variables with two



Jurnal Syarikah P-ISSN 2442-4420 e-ISSN 2528-6935 Volume 6 Nomor 1, Juni 2020 | 5

categories. To simplify, we develop a logit
model as follows:

Pi
Li B In (1—Pi) B po
+B1(DEMOGRAPHIC_VARIABLES)1 +
B2(INTERNET_USAGE): + B3

(CROWDFUNDING_AWARENESS)3 + Bs
(WAQF_AWARENESS)+ + € (2)

where Li is a dummy variable with a value of
0 or 1. Li = 0, if there is competition
awareness and Li = 1 if there is no
competition awareness. In the model
(equation 2), if we take the antilog of the jth
slope coefficients (f8’s), subtract one from it,
and multiply the result by 100, we will
obtain the percentage change in the odds for
a unit increase in the jth regressor. The
percentage change could be interpreted as
the probability that the use for the model
will change (increase or decrease) due to a
unit increase in independent variables such
as demographic and other independent
variables. It is also important to note that
the R? is a poor measure of fit for the linear
and nonlinear probability model (Stock and
Watson, 2007). Therefore, we use another
measure of fit for this model of a binary
dependent variable, namely “fraction
correctly predicted”. Besides, we will also
perform Pearson x2-type tests of goodness-
of-fit (Hosmer-Lemeshow, 1989).

RESULT AND DISCUSSION

Descriptive Analysis

As depicted in Table 1, around 1000
respondents participated in this research.
Based on Table 1, most of the respondents
(56.7%) were female followed by males
43.3%. Almost three-quarters (79.6%) of
the respondents are aged between 20-40
years, and the remainder are aged over 40
years (20.4%). The majority (57.2%) of
respondents are single, followed with
40.1% and 2.7% who are married and
divorced, respectively. In terms of
educational level, the majority of
respondents are well educated, with almost
17.6% holding a college diploma or

matriculation and about 65.6% holding at
least a bachelor degree or above. Most of the
respondents (27.2%) were working in the
private sector, followed with 16.9%
working in the public sector. 41.5% of the
respondents were students, and 3.9% were
housewives. Only 2.3% of the respondents
were retired. Meanwhile, the majority of
respondents (61.9%) are in the income
group of less than RM3000. The remaining
38.1% of the surveyed respondents have
incomes higher than RM 3000.

Table 1: Distribution of Respondents by

Demographic
Frequency %
Gender Male 433 43.3
Female 567 56.7
20-30 583 58.3
31-40 213 21.3
Age 41-50 147 14.7
Group Above 50 57 5.7
. Single 572 57.2
l\gfart‘lt;l Married 401 40.1
Divorced 27 2.7
No Education 22 2.2
Secondary 146 14.6
Educati School
onal Diploma 176 17.6
Level  Bachelor 588 58.8
Postgraduate 68 6.8
(Master or PhD)
Public 169 16.9
Private 272 27.2
Occupat Self employed 82 8.2
ional Housewife 39 3.9
Student 415 41.5
Retired 23 2.3
Less than 307 30.7
RM1000
RM1001- 168 16.8
RM2000
RM2001- 144 14.4
Income RM3000
Level RM3001- 130 13
RM4000
RM4001- 105 10.5
RM5000
More Than 146 14.6
RM5000

Table 2 shows that more than half of the
respondents (68.6%) have interacted with
the internet for more than six years, with
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one-third having used the internet for more
than ten years. On the other hand, 30% of
respondents have used the internet for less
than five years. Thus, from the findings of
the current study, most respondents are
familiar with the internet. This indicates
that the fast development of information
technology has influenced almost all aspects
of human life. Furthermore, according to
internet  proficiency, 57% of the
respondents can operate the internet with
moderate capability. The remaining 37% of
respondents have high internet proficiency
and only 5.8% have low internet
proficiency. This reflects that most
respondents in the current study are
proficient using computers and internet
technology. In terms of online activity, 67%
of the respondents used the internet to
access websites and emails. 78% have been
interacting with social media for 1-10 years,
18% have been using social media for more
than ten years. A possible explanation for
this phenomenon is that the majority of
respondents are younger and are often
portrayed as a generation defined by its love
for the internet and social media. Thus, it
indicates that most respondents are familiar
with internet services.

Table 2: Internet Usage

Crowdfunding For Developing Waqf Land

The respondents were asked whether or not
they are aware of crowdfunding. Table 3
shows that 617 (61.7%) respondents
acknowledged that they are aware of
crowdfunding. This could be attributed to
the massive publicity of crowdfunding in
online and offline media. Moreover, Table 3
reveals that the majority of respondents
(54.6%) reported being aware of donation-
based crowdfunding compared to the other
three types of crowdfunding (reward-based,
lending-based and equity-based) each of
which recorded percentages below 17%.

Table 3: Awareness of Crowdfunding

Frequency Percent

Crowdfunding No 383 38.3
Awareness Yes 617 61.7
Type of Donation 546 54.6
Crowdfunding Reward 156 15.6
Lending 164 16.4
Equity 134 13.4

Frequency  Percent
No. of Lessthan1 39 3.9
Time in year 275 27.5
Using 1-5 years 375 37.5
Internet 6-10 years 311 31.1
More than
10 years
Internet Low 58 5.8
Proficienc moderate 570 57.0
y high 372 37.2
Internet Websites 238 23.8
Service Emails 93 9.3
Websites 669 66.9
and Emails
Social Less than 1 43 4.3
Networki year 431 43.1
ng 1-5 years 349 34.9
6-10 years 177 17.7
More than

10 years

In regard to waqfland awareness, Table
4 shows that 889 (88.9%) respondents
acknowledged that they are aware of waqf
land. This could be attributed to the
extensive publicity and interest about waqf
land raised in the mosque, and many kinds
of media.

Table 4: Awareness of Waqf Land

Frequency Percent
889 88.9

Awareness of waqf Yes
Land

No 111 11.1

The respondents were asked if they are
willing to use CWM as a viable model of
financing the development of waqf land in
Malaysia. It can be seen from Table 5 that,
out of 1000 respondents who answered the
question, 689 (68.9%) agreed, while 311
(31.1%) did not. This indicates that that
majority of respondents are ready to use the
CWM to fund wagqfland development.
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Table 5: Willingness to Use CWM

Table 6 Logistic Regression

Frequency Percent

Binary Logistic

Willingness touse Yes 689 68.9 Independent Dependent Variable:
CWM Variable Willingness to Use CWM
No 311 31.1 B Sig. | Exp(B)

Empirical Analysis Dummy Gender 461 .002| 1.586
Table 6 shows the logistic regression Dummy Age 046/ .824| 1.047

coefficients based on equation (2), Wald test |\ pymmy 532 004| 1.703

and odds ratio for each predictor. The odds  |pMgrital Status

ratio .is abbreviated as E?(p (B).. an Exp (B) Dummy_ 1791 3741 1.196

and is greater than 1 implying that the Ed .

. . . . ucational_Level

independent variable increases the logit and

therefore increases the odds (event). If Exp ~ |[Dummy 057 745 1.059

(B) is equal to 1, the independent variable |0ccupation

has no effect. And, if Exp (B) is less than 1.0, Dummy -408, .015] .665

then the independent variable decreases the
logit and decreases odds (event). With
regard to the logit model estimated
coefficients; a positive regression coefficient
indicates that the explanatory variable
increases the log-odds of the outcome, while
a negative regression coefficient means that
the predictor variable decreases the log-
odds of that outcome. In this case, a negative
coefficient will produce an odds ratio
between the range of 0 to 1 and a positive
coefficient will result in an odds ratio
greater than 1.

Monthly_Income

Dummy -232| .158] .793
InternetUsage

Dummy .352|  .016| 1.423
Crowd_Knowledge

Dummy 470 .029| 1.600
Wagqf Knowledge

Constant -110] .749 .896
% of Correct 68.4
Observation

Omnibus Chi-sq 47.387 (sig.= 0.000)
Stat.

Hosmer and 5.916 (sig.= 0.657)
Lomeshow Test

stat.

Cox and Snell R- 0.046
sq

Nagelkerke R-sq 0.065

Note: Standard errors are in parentheses; statistically significant
at the 5% level

The insignificant independent variables
are “Age”, “Educational Level”, “Occupation”
and “Internet Usage”. Other variables are
significant at the 5% level. Variables
“Gender”, “Marital Status”, “Monthly
Income”, “Crowd_Knowledge”, and “Wagqf
Land Knowledge” positively and
significantly  affect the  probability
willingness to use the Crowdfunding Waqf

Model (CWM). Females dominate this model
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use with the odds of 1.586 times higher
compared to males. The non-married
respondents have the odds of answering yes
(use for the model) 1.703 times higher than
those who are married. The odds of
selecting the CWM is 1.423 times higher for
respondents who are aware  of
crowdfunding than for respondents
unaware of crowdfunding, all other factors
being equal. The odds of selecting the model
is also 1.600 times higher for respondents
who are aware of wagqf than those who are
not, other factors being constant. The
coefficient of the variable monthly income is
significant at the level of 5% with a negative
sign in the coefficient. This condition
implies that variable indicator which is
denoted by 0 will be over the indicator
denoted by 1 in that particular analysis. A
negative value of B for the dummy of
monthly income level indicates that
respondents with a higher monthly income
are less likely to use the CWM compared to
respondents with less monthly income. The
respondents who have higher monthly
income, the odds of them to select
crowdfunding waqf model decrease by the
factor of 0.665, all other factors being equal.
Thus, from the findings, the highest
probability to use crowdfunding waqf
model is when non-married female
respondents do it with low-middle monthly
incomes and are aware of crowdfunding and
wagqf. The lowest probability is reached by
married male respondents with high
monthly incomes and are unaware of
crowdfunding and waqf.

As for the diagnostic tests, the model as
a whole explains between 0.4% (Cox & Snell
R2) and 0.6% (Negelkerke R2) of the
variance in competition awareness and
correctly classified 68.4% of cases. Hosmer
& Lemeshow test statistic supports the
model as being worthwhile. The Chi-square
value for the test is 5.96, with a significance
value of 0.657. Since the significance value is
larger than 0.05 (5%), the model fits the
data very well.

Crowdfunding For Developing Waqf Land

CONCLUSION AND IMPLICATION

The motivation of the study arises out of the
concern for the current state of Malaysian
waqf land development. For waqf
institutions, raising funds to develop waqf
lands is very important. However, based on
empirical evidence, wagqf institutions face
many constraints, particularly concerning
liquidity or shortage of funds. The objectives
of the study are to analyse an alternative
source of financing to develop a new model
of financing through crowdfunding waqf
model and analyse the probability that waqf
institutions will use the proposed model.

Based on the responses received from
the field, the willingness and readiness of
donors in assisting Waqf institutions in
Malaysia to develop waqf land by donating
via the crowdfunding platform is
impressive. The findings support a high
probability of respondents to use the
proposed crowdfunding waqf model to
develop waqf land in Malaysia contributed
by young and unmarried donors with
monthly income, but who are aware of
crowdfunding and wagqf. Based on the
findings, the government and relevant
agencies are recommended to explore the
use of alternative funding for waqf land
development such as crowdfunding and
others. If the government plan to use the
proposed crowdfunding waqf model, there
is a high probability that the model will be
accepted successfully by those who are
young and unmarried as well as among low-
middle income donors.
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