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Introduction

• Digital banks are banks that offer banking products and services wholly or 

almost wholly through digital or electronic means.

• In April 2022, Malaysia’s Central Bank, (BNM), announced 5 successful 

applicants for Digital Bank (DB) licenses in Malaysia. 

• Selected from 29 applications - went through a thorough assessment by BNM. 

• The assessment criteria cover:

i. the character and integrity of applicants, 

ii. nature and sufficiency of financial resources, 

iii. soundness and feasibility of business and technology plans, 

iv.and ability to address financial inclusion gaps meaningfully. 





Licensing Framework for Digital Banks 
Issued December 2020



Digital Banks’ Business Plan



Problem Statement:
Mandate for Digital Banks

• The DBs are required to fulfil the mandates of driving 

financial inclusion to ensure quality access and responsible 

usage to the underserved and hard-reach segments that 

may be unserved. 

• Must include performance indicators that reflect applicant’s 

value proposition in driving financial inclusion objectives

• Must demonstrate… progress in fulfilling the financial needs 

of the unserved and underserved.

• How? 

• Through SOCIAL IMPACT MEASUREMENT



Objective of paper

• This paper proposes a social impact measurement framework for digital 

banks in Malaysia that may assist DBs in fulfilling their mandate. 

• Method: A critical review of literature is undertaken to develop the social 

impact measurement framework.

• various literature related to maqasid Shariah, SDG, sustainability, impact 

investing, and VBI is reviewed to develop the components of the framework. 



• What?
• Why?
• How?
• Now what?
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Social Impact Measurement  -
What is it?

"A process of understanding how much social change occurred and can be attributed to an organisation's activities"

Process

• Ingredients & input

• Outputs

• Ongoing & continuous

Understanding

• Where are we now?

• Where do we want to go?

• How do we get there?

• How can we improve?

How much?

• What is our impact?

• How do we measure?

Org’s activities

• What are we doing?

• Does it bring any impact?

• Have we fulfilled our 

objectives?
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Why impact investing & measurement?

Source: Global Impact Investing Network (2020)



Why Measure?

Goal Attainment Communicate with stakeholders

Kaizen – Continuous improvement Regulatory requirement 

• Transparency, accountability, credibility

• Show performance & results: Client demand for information

• Communicate impact for marketing and/or fundraising purposes

• Capture business value from that impact data 

• Aligning with vision and mission of organisation

• Aligning with sustainable goals

• Raison d'être & Maqasid al-Shariah

• Learn from measurement. To improve impact performance

• Target setting aligned to objectives and mandate

• Adherence to government regulations

• Malaysia:

o Value Based Intermediation strategy

o Digital Banks financial inclusion indicator requirements

1 2
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How to pursue Social Impact Measurement?

• No one size fits all. 

Depending on the organisation. Generally, through Impact Measurement and Management (IMM) framework

• What is Measurement and Management (IMM)? 

The process by which impact organisations and investors can understand the effects of their investments, products, & 

serivces (measurement) and then take action to adapt processes and improve outcomes (management).

• IMM

Provide you with a framework to test whether your products & services, and portfolio of investments is achieving those 

impact goals. 

• Relatively new but high potential

IMM relatively young and still somewhat fragmented but, encouragingly, growing in scope and sophistication



Source: Rockefeller (2020)

Impact Measurement & Management 
Principles, Frameworks & Standards



Source: Rockefeller 
(2020)

How to measure?

Four-phase framework of impact measuring

*Business plan must encompass all this
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Now what?

What is the DB’s mandate and vision?

Begin with the end in mind. What are the objectives that DBs 
want to achieve?

What are the specific inputs that DBs can 
implement to achieve this objective?

What are the specific measurable
outcomes that DBs expect to achieve 

from this input?

What is the minimum 
outcome which indicates 

that the objective has 
been achieved?

How can you 
report this to 
stakeholders? 



Mandate of DBs: 
1. Unserved (unbanked)
2. Underserved:
i. social impact investors
ii. retail investors
iii.Islamic social finance investors
iv.Uninsured

Identified input and outcomes



Back to the 
foundation: 
BNM’s guidelines. 

Sources of input and outcomes



Source: https://www.bnm.gov.my/overview-of-financial-inclusion-in-malaysia#:~:text=In%20advancing%20the%20financial%20inclusion,high%20satisfaction%20of%20financial%20services. 

“Measuring” Financial Inclusion

https://www.bnm.gov.my/overview-of-financial-inclusion-in-malaysia#:~:text=In%20advancing%20the%20financial%20inclusion,high%20satisfaction%20of%20financial%20services
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