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Abstract

Wagf estates development refers to a form of development that aims to increase the productivity of wagf
estates in order to create more sustainable benefits over a long period of time. The lack of funding in wagf
estates development has hindered efforts to develop waqf estates productively. One of the strategies
utilized by the Islamic Religious Council (MAIN) to overcome this problem is acquiring cooperation
from outsiders. This cooperation is conducted by applying musyarakah funding, mudarabah and others
strategy. Penang is one of the few states that are progressive in developing wagf estate productively using
the musyarakah funding method. Based on this phenomenon, this study is conducted to achieve two
goals. First, to identify development projects on waqgf land in Penang that applies the musyarakah
method. Second, to analyse the effect of the implementation of such methaods in increasing productivity of
the wagf estates. This study is conducted qualitatively involving data collection methods from document
sources and in-depth interviews with MAINPP waqf officers. Meanwhile, the data analysis of the study is
done by content analysis. The findings exposed that there are two development projects in Penang that
apply musyarakah method by MAINPP namely Seetee Aisah Waqf Housing in Seberang Jaya, Penang
and Khan Mohammad Wagf Housing in Penang. The analysis finds that the application of musyarakah
method succeeds in increasing both the productivity of Seete Aisah waqf estate and Khan Mohammad
Wagf Estate as the benefit of the development can be utilized continuously.

© 2019 Published by Future Academy www.FutureAcademy.org.UK

Keywords: Musyarakah funding method, wagf estate development, productive wagf.

@@@@ The Author(s) 2019. This article is licensed under a Creative Commons Attribution-NonCommercial-NoDerivatives 4.0
TAETETE [nternational License (https://creativecommons.org/licenses/by-nc-nd/4.0/).


http://creativecommons.org/licenses/by-nc-nd/4.0/
mailto:hartinihassan79@yahoo.com
mailto:bzak@gmail.com

https://doi.org/10.15405/epshs.2019.09.19

Corresponding Author: Zakaria Bahari

Selection and peer-review under responsibility of the Organizing Committee of the conference
elSSN: 2357-1330

1. Introduction

Wagf is a property of Muslims that bear potential to be a source of funding to the country in
providing facilities for Muslim community if it is managed well. This is proven by the success of waqf
property development that commenced during the Ottoman Empire period. The implementation of waqgf
in the Ottoman Empire succeeded in making waqf properties as a source of funding to the government in
providing facilities for the community particularly in the education sector such as schools and institutions
of higher learning; health sector through hospital construction and free treatment; religion with the
establishment of mosques and prayer rooms; as well as infrastructure facilities such as roads, bridges and
others.

In Malaysia, the development of waqf property has shown some progress through the
implementation of contemporary development methods as utilized by Penang Islamic Religious Council
(MAINPP) in Penang. Contemporary wagf property development refers to development implementation
that applies contemporary methods that are not merely intended for charity but as well as for any potential
fund raising (Omar & Rahman, 2015). Among the contemporary methods that have been implemented in
the development of waqgf properties especially waqf estates by MAINPP in Penang is to utilize the

musyarakah method. This implementation has successfully increase the productivity of wagf properties.

2. Problem Statement

Based on the research on previous studies, wagf property method of development of is divided into
two which is the traditional and contemporary methods. Traditional methods are the practices inherited
from the early Islamic civilization period by hiring or leasing a waqf property for farming and agriculture,
building mosques, cemeteries and so on. Contemporary methods involve activities that can provide
economic value such as investment in waqf properties such as building a commercial premises on wagf
properties such as supermarkets, housing, hotels, and so on. (Omar & Rahman, 2013). The study of the
traditional waqf property development methods has been conducted by Kahf (1998). His research
established that the implementation of traditional methods is not appropriate as it could easily lead to
bribery and abusive usage of the waqf property as well as making it vulnerable to intrusion. He proposed
the implementation of the contemporary methods such as stock waqf, corporate waqf, and using Islamic
funding as the capital of contemporary building construction to increase the productivity of wagf
properties. Karim (2010) development of wagf property in Singapore involves contemporary methods
through funding (musyarakah bond) has been successful in increasing productivity of wagf property in
Singapore. Similarly in Dompet Dhuafa Republika, Indonesia who have invested wagf assets in banking
institutions based on the mudharabah or musyarakah contracts showcase a positive impact in the effort to
increase productivity of waqf properties as stated in the research of Rachmad (2014).

In Malaysia, a study on the application the contemporary method in waqgf property development
has been studied by Abdullah (2018), Omar and Rahman (2013), Bahari and Rahman (2012) and Omar
and Rahman (2015). The research of Bahari and Rahman (2012) examines the form of funding and risk in
developing the property of Seetee Aisah wagf property. While the research of Omar and Rahman (2013)
studied the management method in developing Seetee Aisah wagf property. Their findings displays that

the method of development utilized is a joint venture between MAINPP and Government-linked
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Company (GLC), UDA Land. The results of this joint venture successfully produced Seete Aisah wagf
estate with the construction of a residential park known as Taman Perumahan Seetee Aisah. The study on
the development of Khan Mohamed wagf estate is reviewed by Saniff & Hasan (2009). Their research
discovered that this development involved collaboration between MAINPP and JKP Sdn. Bhd.

In conclusion, the method of waqf property development consists of traditional and contemporary
methods. However, contemporary methods are seen as more appropriate at this time as it does not only
provides welfare to society but also contributes to socio-economic development of sustainable Muslims
such as the musyarakah collaboration. However based on a thorough research, a study that explains in
detail about the implementation of musyarakah methods, especially in Penang has yet to be found.
Furthermore, there is also lack of discussion regarding this topic. Therefore, this study needs to be done to
explain in detail the implementation of the concept of musyarakah in developing a waqf estate based the
experience of MAINPP,

3. Research Questions

The questions raised; first, how the development of wagf using musyarakah financing method in
Penang State was implemented? Secondly, how this project development of waqf can impact to the

Muslim society of Penang State?

4. Purpose of the Study

This study is conducted in order to achieve two goals. First, to identify development projects on
waqgf land that utilize the musyarakah method in Penang. Second, to examine the impact of the

development implementation.

5. Research Methods

This study involves qualitative data derived from primary and secondary sources. The primary
data is obtained through an in-depth interview on an informant who is a MAINPP officer that is directly
involved in managing administering and developing the property and wagf estates in Penang. In this
research, he is encoded as PPW 01 in order to maintain confidentiality of the data and information
provided. Secondary sources are also obtained through research on document sources such as books,

journals, magazines and others. These data are then analysed by content analysis with the help of

ATLAS.ti version 8 (AV8) software.

6. Findings

The development of waqf estate is said to begin with the establishment of the Quba’ mosque and
Nabawi mosque in the city of Madinah by Prophet Muhammad SAW as the centre of administration and
facilities for Muslims to perform worship and conduct religious activities (Mohd, 2015). However,
according to al-Syarbiniy (1997: 523), the waqf of Umar is the first wagf event in the opinions of the
scholars. Although scholars differs in opinions regarding the early history of the occurrence of wagf in
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Islam, the scholars still conclude that the practice of waqgf is required and strongly encouraged for
Muslims (Al-Syawkani, 1996). The highlight of the waqf implementation in the history of Islamic
civilization is during the Ottoman Empire. The success achieved during the reign of the Ottoman
government made the waqgf institutions drives the progress of civilization in that era. The wagf institution
is a capital contributor to the Ottoman government to provide social facilities to the community such as
educational institutions, residences, hospitals and so on is a fairly evident that reflects the importance of
wagqf properties developed for the continuous benefit of the society (Othman, 2015).

In Malaysia, the Zakat, Wagf and Haji Department (JAWHAR) developed 17 major impact
projects in collaboration with MAIN that involves an allocation of RM 290.62 million with an estate area
of 23. 771 hectares. A few examples of such projects are the construction of Kelana Beach Resort Hotel
Port Dickson, Negeri Sembilan, Gran Puteri Hotel in Kuala Terengganu, Terengganu Dialysis Center in
Batu Pahat, Johor and so on. The benefits of this development are for the public convenience. In addition
to implementing major impact projects, JAWHAR in collaboration with MAIN and YWM has also
launched a small impact project by building several units of the People Bazaar in every state in Malaysia
including Sabah and Sarawak (Mohd, 2015).

Penang has also collaborated with JAWHAR, a low-medium cost apartment project in
Butterworth, Penang which provides 152 residential units and low-medium cost housing in Sungai
Nibong, Penang, providing 77 residential units. However, both projects are still under construction
(Hassan, 2018). Based on MAINPP treasury record (2012), Penang has 952 acres of waqf estates (199
acres located on the island and 753 acres located on the mainland). Most of them existed over 100 years
ago. Now, the land is located in a strategic place especially in Georgetown. The waqf estates are such as
Hj Kassim Wagqf, Syeikh Eusoff Waqgf, Hashim Yahya Wagf, Khan Mohamad Waqf, Alimsyah Waley
Wagf, Copee Amah Waqgf, Wagf of Mosque of Lebuh Acheh, Kapitan Keling Wagf and others (Omar &
Rahman, 2015).

Construction of buildings that is seen quite dominant by MAINPP mainly involves construction of
contemporary buildings such as business premises, housing, office buildings and so on. In Malaysia,
Penang is one of the states with a large number of productive wagf land and have the potential to be
developed more productively. This condition makes MAINPP as a mutawalli in Penang to be more pro-
active in designing all forms of development so that the waqf estate gains more productivity.

The significant of implementation of contemporary buildings including the housing is clearly
evident after the successful completion of the construction phase of Seetee Aisah wagf in 2013 has
boosted the acquisition of existing wagf properties. This is because the Seetee Aisah waqgf project has
given a business block worth more than RM 10,883,089.35 to MAINPP and the profit in musyarakah
funding for housing lease with UDA Land (North) Sdn. Bhd. (Bahari & Rahman, 2012). This shows that
wagf housing can generate sustainable benefits to the community.

In addition, MAINPP also applies istibdal method in developing waqf estate in Penang. Istibdal is
implemented in the construction project of Mahaad al-Mashoor al-Islaami that originally located at a
wagqf estate area of Lot23 and 24 Lebuh Teik Soon which is now an established commercial complex
(KOMTAR). The wagf estate is replaced (istibdal) with 20 acres of land in Genting Mukim, south-west
of Penang (Omar & Rahman, 2015).
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In general, there are five sources of financing in developing the wagf estate in Penang practiced by
MAINPP namely the allocation of the eight, nine and ten Malaysia Plan (RMK 8,9 and 10); funding from
private parties; private wagf finance (existing funds); istibdal method; and joint venture with
Government-Link Company (GLC) ) (Omar & Rahman, 2015, p.110). For the purpose of this study, only
the funding involving musyarakah collaboration is discussed. This joint venture involves cooperation
between MAINPP and GLC.

According to PPW 01, there is two development project on waqf estates in Penang that applies
musyarakah method which is Seetee Aisah waqgf estate development project, Seberang Jaya, Penang and
Khan Mohammed waqf estate in Penang. The development of the Seetee Aisah waqf estate involves the
collaboration of MAINPP with UDA Holdings Berhad through their subsidiary, UDA Land (North) Sdn.
Bhd., while the Khan Mohammed wagf estate involved the joint venture between MAINPP and JKP. Sdn.
Bhd.

6.1. Seetee Aisah Waqf Estate Development

The 9.86 acres (39902.04 square feet) estate (Omar & Rahman, 2015, p. 113) is originally a paddy
field. Seetee Aisah Waqf Estate, Seberang Jaya, Penang is located near several major supermarkets such
as Tesco Extra, Sunway Carnival, Billion and Giant. This situation gives an idea to MAINPP to develop
the waqf estate as a housing estate because of the strategic location that is able to meet the needs of the
community (Hassan, 2018).

The waqf estate has successfully built a residential building with musyarakah joint venture with
the project that started on February 25, 2010 costing RM 15 million. The projects covers the construction
of nine units of three storey shops and 76 units of double storey terrace houses fully completed in
February 2013. The sale of the house utilize leased hold method for a period of 99 years. The method of

implementing the welfare of Setee Aisah housing is shown in Figure 1.
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Figure 01. Implementation Method of Housing Development of Seetee Aisah Wagqf

Source: Researcher summary based on the explanation of PPW 01 (2016)
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Figure 01 displays an overview of the implementation process of Seetee Aisah waqf housing
project. Based on the research, the construction of the Seetee Aisah wagf housing estate involves the
funding method of musyarakah by applying two financial mechanisms namely ijarah and tawarrug. This
method successfully increase the productivity of the wagf land as the benefits can be utilized continuously
by the homeowner for 99 years. However, in order to maintain the productivity of the premise, MAINPP
needs to plan a strategy so that the next generation are able to enjoy the benefits not only for 99 years but
beyond than that such as for 198 years. The next generation of either heirs or other beneficiaries also need
to understand and comply with the rules and agreements as it is already been set so there will be no
ownership transfer and misunderstandings on the rights and ownership of the waqf properties.

This development benefits the MAINPP through the rental of nine stores with a total of RM
56,000 per month. MAINPP also receives 30% of musyarakah profits of RM 600,000. This amount has
exceeded the amount devoted to be distributed to mauquf ‘alaih as intended by the beneficieries. The
surplus is used for fund raising purposes whether they are invested or to buy other wagf buildings. With
this successful development, the MAINPP has approved a second phase development project on this waqf
estate at a cost of RM 200 million with UDA Land. In addition to continuing the benefit of mauquf ‘alaih
and maintaining ‘ayn waqf property, new waqf property can also be added thereby increasing their
sustainability. Compared to the situation before the housing development is implemented, Seetee Aisah

wagqf estate is set up with squatter houses which holds no benefits to MAINPP.

6.2. Khan Muhammad Wagqf Estate Development

Khan Muhammad waqf apartment, Georgetown, Penang also applies the concept of musyarakah
that involves the collaboration of MAINPP with JKP Sdn Bhd (Hassan, 2018). The development of the
Khan Muhammad Wagf Apartment is a development of a block of medium cost apartments. The Waqf
Apartment has four floors with a total residential area of 32 units and each unit has an area of 73.51
square meters. Until now, MAINPP and JKP have issued three leases for each unit where each lease has a
term of 33 years for the units of the Wagf Apartment. The lease price for each residential unit is RM
112700.00++ (Hassan, 2018). The method of implementation is shown in Figure 2. Through the “Joint
venture Agreement” signed by JKP and MAINPP, the residential unit of the Waqf Apartment has been
agreed to be distributed with a 24 unit ratio to JKP while another eight units is handed to MAINPP. Seven
residential units owned by MAINPP are rented at a rate of RM500 per month. The total monthly income
for the Khan Muhammad Wagqf is RM 4000 per month (Hassan, 2018).

Figure 02 shows the development implementation method of Khan Muhammad waqf estate by
musyarakah between MAINPP and JKP. Based on the research, the application of musyarakah method in
the development of the Khan Muhammad wagf estate successfully increase the productivity of the wagf
estate as it should be. In the review, before the construction of these medium cost apartments, the Khan
Muhammad wagf site is the residence of five families with a monthly rental fee of RM11. In addition, the
site of the wagf estate also include squatter houses. The success of this development benefits more
Muslim compared to the last time where it only a few people enjoys the benefit. Aside from that,
MAINPP also gain benefits through the rent payment of eight residential units amounting to RM4000 per
month as well as the lease payment from JKP. This waqf estate successfully increase the productivity as

intended by the benefactor. However, comparing both of these developments, Seetee Aisah wagf estate is
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seen to have more potential to develop as there is still parts of undeveloped estates compared to the Khan
Muhammad estate that has been fully utilized for the purposed of the apartment development. However,
the proceeds or benefits derived from the rental payments can be used for the purpose of adding new wagf
property by purchasing other property whether it is an estate or buildings to be leased. This condition

allows the wagf property to be maintained ensuring the benefits are going to be continuous.

.‘ ...................
JKP 1 storey medmm cost 3
Sdn Bhd apartment, 32 24 units for
2 residential ungs JKP &in, Bhd
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v 74

8 units handed to
MAINPP
Buyer (lessee)
v 3 (Beneficary)
MAINPP 6
< Tenant

(Beneficiary)

Figure 02. Method of Implementation of Musyarakah Khan Muhammad Waqf Estate

Development Source: Mat Hassan, 2018.

7. Conclusion

In conclusion, wagf estate development is one of the important factors today as it have potential to
benefit the well-being of the Muslim community. The construction of apartment units in Seetee Aisah and
Khan Muhammad waqf estates displays that wagf property can fulfil the needs of the community to gain
shelter even though if it is temporary. The implementation of the Seetee Aisah and Khan Muhammad
estate development have managed to maintain ‘ayn (land) of waqf properties and provide continuous
benefits. In addition, it can also develop wagf property while at the same time providing employment and
business opportunities to the Muslim community. This condition enables property and benefits to be
preserved. The application of musyarakah method in the development of waqf estate can increase the
productivity of waqf estate not only in the form of housing, but also in other forms of development. The
efforts undertaken by MAINPP should be guided by the State Islamic Council (MAIN) to empower the

development of undeveloped and abandoned waqf estate throughout the country.
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