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4 Major Forms of Financial Exclusion

▪ The World Bank’s Global Financial 

Development Report (GFDR) identifies 

four major forms of financial exclusion 

classified broadly into voluntary and 

involuntary exclusion

▪ Voluntary exclusion refers to the segment 

of the population or firms that choose not 

to use financial services either because 

they do not need those services due to a 

lack of promising projects or cultural or 

religious reasons.

▪ On the other hand, some individuals or 

firms may be involuntarily excluded 

because they lack sufficient income or in 

the case of credit markets, an extensive 

lending risk profile.

Target Group of Social Finance from Bankers’ Perspective
TO BRING THOSE EXCLUDED FROM FINANCIAL SERVICES FOR FINANCIAL INCLUSION
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Social Finance as the Catalyst for Pre-Commercialization 

Stage 

Social finance is recognised by BNM to 

meet diversified funding needs of 

entrepreneurs throughout stages of 

development from pre-

commercialisation to the early stage, 

before such entrepreneurs would be 

eligible for mainstream funding 

sources as well as alternative finance 

instruments.
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Economic Empowerment Approach by IsDB (1/3)

▪ In the early 2000, the Islamic Development Bank (IsDB) 

began to augment its Microfinance interventions to 

address the overlooked segments of society.

▪ In 2020, the IsDB further refined its approach by 

launching a tailored innovative solution, The Economic 

Empowerment Approach (EEA), which enables targeted 

beneficiaries to play an active role in the economies 

whilst progressing towards self-sufficiency.

▪ It entails providing financial and nonfinancial solutions – 

necessary for the poor and disadvantaged pupils to 

improve and develop their economic situation. 

▪ The approach targets individuals and groups who are 

economically fragile or do not have sufficient resources 

and thus lack control of their economic destiny whilst 

remaining aid dependent. 

▪ The EEA starts by designing innovative interventions and 

proposing investment opportunities that take into account:

1)access to finance;

2)access to markets;

3)supporting basic infrastructure;

4)strong partnerships with the public sector, private sector 

& Civil Society;

5)capacity building; and

6)Business Engineering.

▪ Thus, a solid and sustainable ecosystem is built in 

collaboration with strategic partners around the end-

beneficiary.
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Economic Empowerment Approach by IsDB (2/3)

▪ The EEA considers the multi-facet needs of the poor, which goes 

beyond financial services. 

▪ Studies indicate that microloans are more beneficial to borrowers 

living above the poverty line than to borrowers living below the 

poverty line. 

▪ Clients with more income are willing to take the risks, such as 

investing in new technologies that will most likely increase income 

flows.

▪ Poorer borrowers, on the other hand, tend to take out 

conservative loans that protect their subsistence activities, merely 

to survive rather than to grow and climb up the rungs of 

development. Regrettably, a microloan taken by the poor often 

exacerbates their poverty with more debt obligations.

▪ Beyond the apparent objectives of microfinance and microloans, 

Poverty alleviation is about addressing a broader set of needs. 

Amartya Sen, the Nobel Prize winning economist, eloquently 

argues that development is “a process of expanding the real 

freedoms that people enjoy.” 

▪ Thus, in the EEA framework, poverty alleviation starts 

and ends with Economic Inclusion.

▪ Considering multi-faceted nature of poverty, at least 6 

obstacles below need to be removed from the poor’s 

path to unlock their potential:
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Economic Empowerment Approach by IsDB (3/3)

EEA interventions provide the poor with the appropriate access to the required inputs/means to achieve not only financial inclusion 

but also ensures that the poor is fully economically included

FINANCIAL INCLUSION → ECONOMIC INCLUSION
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Case Study on Zakat
SakeenaHOPe – Enabling House Ownership for Salaried Asnaf
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Case Study on Zakat
SakeenaHOPe – House Model
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Case Study on Waqf
AIBIM myWakaf
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Case Study on Waqf
AIBIM myWakaf
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Case Study on Waqf
Unit Trust with Waqf Feature
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Case Study on Waqf
Project Hassan 
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Case Study on Microfinance
iTEKAD Entrepreneurship 
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Case Study on Microfinance
Creation of Credit History in Entrepreneurship Development Efforts 
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Entrepreneurship: Creation of Credit History & Upward Mobility
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Experimenting digitalization on underbanked entrepreneurs
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Case Study on Broader Benefits of ISF
Breaking the Poverty Lifecycle through Education 
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Q&A



Thank you

Mohd Zikri Mohd Shairy

019-5291671

mzikri@bankislam.com.my
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