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ABSTRACT

Waqf is a historical and charitable vehicle in Islam that has the potential to contribute
toward the socio-economic development of a country. There has been a growing lack
of trust in wagf institutions among donors from Muslim countries due to numerous
problems such as misallocation of funds, the low level of information disclosure, weak
governance mechanisms and the lack of accountability to stakeholders. Unlike Zakat,
Wagqf is a non-obligatory levy, which will be contributed by the donors based on the
level of trust they have in the wagqf institutions. Empirical investigation is undertaken
in this study to establish elements that affect donor trust toward wagf institutions. This
study is an attempt to develop and empirically test a model of the donors’ trust toward
wagf institutions. The antecedents and outcome model of the donor's trust is
developed from the perspectives of Commitment-Trust, Islamic Accountability and
Stewardship theory. The data for the study is gathered from 326 actual donors of
publicly administered waqf institutions in Bangladesh using a self-administered
questionnaire. The results from Structural Equation Modelling (SEM) provide validity
of the developed model and statistical significance of seven hypotheses developed
through critical review of literature. Board benevolence, board ability, board integrity,
communication and accountability have a positive influence on the donors’ trust while
board opportunism affects trust negatively. Trust also has a significant positive impact
on the donors’ commitment toward wagf institutions. The survey results are compared
and integrated with follow-up interviews with four waqgf administrators in Bangladesh.
The results of the study can guide the regulators in formulating policies that could
increase the donors’ trust in wagf institutions and ensure a sustainable future of these
religious, charitable organisations.
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CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION

Wagf is a charitable instrument in Islam that means ‘to hold still” and ‘last long’. The
act of wagf involves the endowment of property by the owner for a charitable purpose.
The benefits resulting from an endowed property are perpetual in nature. Thus, the
wagf institution can provide a greater contribution to the economic development of a
Muslim country. Although not explicitly mentioned in the Quran®, this charitable
vehicle is widely accepted by the vast majority of the Muslim community due to the
practice of such act by Prophet Muhammad (PBUH?) and his companions. Wagf can
eliminate poverty and facilitate Muslim majority countries’ struggle against
eliminating interest.

Wagf is receiving increasing attention from the Muslim community due to its
proven socio-economic contribution in providing a broad range of public goods
(Yaacob, 2013). Wagf institutions are accountable in every aspect when dealing with
waqf estates. However, accountability is a complex phenomenon and relates to the
ability of one party (the donor) to ask for information from another party (the waqf
Manager) (Yaacob & Petra, 2013). It is important that the waqf institutions do not
forget that they are accountable to answer to Allah in the dealing of properties
entrusted to them through the waqif (the donor) (Sait & Lim, 2006).

Wagqf can make an impact in the socio-economics of a country. In the South

and South-East Asian regions, the wagf properties play a vital role in serving

! The Quran is the central religious text of Islam and a revelation from Allah.
? “Peace be upon him” (PUBH) is a phrase used by Muslims after the name of Prophet Muhammad.



educational needs of the pupils coming from low-income families. However, history
proves that the waqf properties were used to finance the entire government operations
and was a major part of the Muslim economic system (Cizakca, 1997). Over time,
wagf has lost its strength and significance as a charitable instrument. The waqgf’s
ability to shape the economy of a country cannot be denied, and thus it is proven to be
a viable research agenda among scholars in recent years.

Studies that specifically address the role of trust in encouraging donations are
limited. Authors such as Burnett (1992), Saxton (1995) and Sargeant (1999) argued
that higher degrees of trust in a voluntary organisation can be associated with more
willingness to become a donor and give more significant sums. According to Sargeant
& Lee (2004b), the idea seems logical because the donors who do not trust an
organisation’s trustees to appropriately handle their funds would probably not offer a
substantial proportion of their wealth to the institution concerned.

Hence, this study focuses on determining antecedents and outcomes of the
donor’s trust in the wagf institution managed by the public sector in a Bangladesh. The
primary reason for conducting the research in Bangladesh is due to its status as the
most corrupt country in three consecutive years according to Transparency
International (Transparency International, 2003). Moreover, the waqf estates are being
managed by Government institutions that create a unique setting to explore the donor's
trust in government officials who are responsible for efficient management of the
endowed properties. The findings of the study can benefit both the regulators and the
mutawallis® to understand the factors that influence trust among the donors and allow

them to develop strategies to increase the donors trust toward the institution.

*Mutawallis are managers or custodian of waqf endowment.



1.2 BACKGROUND OF THE STUDY

Throughout Bangladesh’s history, the practice of giving to others without expecting
any return and helping the distressed often began at home and formed a crucial part of
the socialisation process in which family values and traditions were instilled with both
voluntary and religious dimensions (Khair & Khan, 2004: 49). However, the waqf
institutions are currently facing numerous problems in Bangladesh. The first and most
significant problem related to the centralisation of the waqgf administration.

All decisions are made by the head office, which renders no opportunities for
divisional employees to participate in decision-making. Empirical evidence
(Curristine et al., 2007) suggests that decentralisation of political power and spending
responsibility of sub-national governments may improve public sector performance.
The reason for drawing an example from the public sector literature is due to the
context of the study, i.e. government managed wagqf institutions.

In the current context of wagf management in Bangladesh, the centralised
management structure does not follow the policy to adjust to financial resources and
improve the quality of the service delivered to the citizens, using decentralisation,
merger or abolishment of services (Eupan, 2006).

There are also issues regarding the qualification and abilities of the mutawalli
in effectively managing the wagqf estates to generate a continuous flow of fund for
their sustainable future (Mutalibab & Maamora, 2016). These issues only pose serious
concerns on the governance structure of the wagf institutions in Bangladesh and are
vital for the future growth of wagf institutions. The level of educational background
will enhance the personal experience in managing the waqgf properties, which are
lacking among the waqgf administrators (Mutalibab & Maamora, 2016). Ahmad and

Safiullah (2012) have already identified lack of efficiency and qualification as factors



affecting the performance of the waqf administrators in Bangladesh. Such claims are
verified in the study through the introduction of boards attributes that can influence
donor's trust in wagf institutions.

The inadequate workforce is another critical issue faced by the government
body responsible for the waqf administrations in Bangladesh. Only 111 officers and
employees are managing nearly 100,000 wagqf estates of the whole country (Ahmad,
2015). Among other problems, lack of organisational and academic competency
(Karim & Murad, 2010a), unregistered waqgf properties (Mannan, 2014), lack of
provisions in relevant laws (Ahmad & Safiullah, 2012), illegal occupation and
misappropriation of waqf properties (Mannan, 2014), lack of social awareness, the
integrity of the mutawallis and their qualification and the lack of a Shari’ah and
Advisory Board are identified as major issues of waqgf management in Bangladesh
(Karim & Murad, 2010).

The most significant issue is related to the disclosure practices. Currently,
annual accounts are prepared and disclosed to internal management (Ministry of Law,
Justice and Parliamentary Affairs, 2010). As a result, performance measurement of
wagf institutions is not possible for the stakeholders. Lack of information on waqf
management has generated a lack of awareness on the development of such estates
among the general public that might create windows of misrepresentation on waqf
estates. Such misinterpretations might have a negative influence on the donor's trust in
wagf institutions which could affect the sustainability of this perpetual charitable
vehicle of Islam. The level of disclosure has a link with accountability and have
received greater attention for the non-profit sector in the developing countries

(Dhanani & Connolly, 2012). The study aimed at determining the perception of



donors about the current disclosure practices and the extent to which it helps the

institution to build trust and enhance donors commitment.

1.3 PROBLEM STATEMENT

The wagf institution in Bangladesh is already suffering from a lack of organisational
competency, unregistered wagf properties, lack of provisions in relevant laws, illegal
occupation and misappropriation of waqf properties, lack of social awareness, the
integrity of mutawallis and their qualification and absence of a Shari’ah Advisory
Board (Ahmad & Safiullah, 2012). Hence, the study focusing on antecedents and
outcome of donors trust in the wagf institution has the ability to assist regulators in
determining the extent of trust donors have in the current environment and will allow
them to develop reformed strategies toward enhancing the donor's trust.

There have been surveys conducted by The World Economic Forum, the
Eurobarometer, the Asia Barometer, the Latin barometer, the Australian Government
Information Management Office (AGIMO) Accenture, MORI, BBC and Gallup
International, the United Nations Online Network in Public Administration and
Finance (UNPAN), the United Nations Development Program (UNDP), the
Transparency International to confirm the declining trust in public sector organisations
in various parts of the world. These surveys have found that there is a consistent and
ubiquitous decline of trust in a range of public institutions in both the developed and
developing countries since 2004 (Blind, 2007).

As mentioned before, one of the problems of wagf management in
Bangladesh relates to a lack of relevant laws. The Waqgf Ordinance, 1962 is the only

regulation that provides a general guideline for the regulating authority. Instructions



