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Abstract. Given that the number of ageing populations in Malaysia is keep ris-
ing, Malaysia must prepare for increased demands on healthcare and social ser-
vices. Failing to adapt will give tension to public resources and jeopardize the
life quality of the senior citizens. Although Malaysia has developed 379 old-age
care centres nationwide under the umbrella of the JKM, these centres are all
facing with almost the same challenges, namely funding constraints, shortage of
staffs, limited capacity and quality of care. All these challenges are interrelated
and directly connected to the funding issue. Thus, since Japan is the super-aged
country that has long-term experience in successfully handling these challenges,
this paper aims to explore the best practices from Japan on how they finance
their old-age care centres. Besides, this paper also aims to examine the possibil-
ity of using endowment funds to finance the old-age care centres in ensuring fi-
nancial sustainability in the long-run. By using a qualitative method, the results
of the findings are beneficial for Malaysia’s government and Islamic authorities
in every state to look in depth on the ways to overcome the financial issues by
using waqf or endowment funds.

Keywords: Ageing Population, Malaysia, Japan, Waqf, Long-Term Care In-
curance, LTCI.

1 Introduction

Statistics from the Statistics Bureau of Japan show that Japan is having the highest
percentage of ageing population with 28% of its population are 65 years old and
above [1]. Indirectly, it indicates that one fourth of Japan’s population consist of older
people. Malaysia, on the other hand, is not listed under the top 50 countries that have
among the highest percentage of older adults in the world. Nevertheless, the percent-
age of older adults to total population in Malaysia had slightly increased from 10.7%
in 2021 to 11.1% in 2022 [2]. Although the percentage is relatively small, this matter
should not be taken lightly as Malaysia should learn the best practices from Japan on
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how they manage their economy even though their workforce is declining due to the
increase in ageing population and a decline in the fertility rate.

As many countries are expected to have more ageing population in the future, it is
essential for those countries to prepare, especially in terms of building age-friendly
infrastructure and public facilities, allocating higher funds for medical sector as well
as developing more old-age care centres. To date, there are many private centres
worldwide that take care of the older people, but those private centres require the
residents or their ancestors to pay huge amounts of money. For older people who do
not have the capacity to pay, they may not be able to invest in such centres. Thus, it
becomes the responsibility of the government and public to take care of their welfare.

Jabatan Kebajikan Masyarakat (JKM) is one of the government institutions that
manage and monitor the old-age care centres in Malaysia. Under their management,
there are 379 old-age care centres registered with JKM until the first quarter of 2023
[3]. Based on our observations and interviews with one of the centres, together with
past literatures, there are four main challenges faced by these institutions, namely
funding constraints, shortage of staffs, limited capacity, and quality of care. All these
factors are interrelated to each other. Funding constraint is the main factor [4] as ma-
jority of the centres are relying on the financial sources from the government as well
as donations from the public. When they are struggling with financial constraints,
they are not be able to hire new staffs even though the number of older adults who
want to stay in the centres increase over time. With the budget constraints, the exist-
ing staffs are required to work multiple jobs at one time. It gives greater challenge for
the centres to retain highly trained and qualified staffs as their job burden increases.
Besides, funding constraints also limit the ability of the government to develop more
old-age care centres even though the demand is increasing. As many centres are oper-
ating at near or full capacity, the need to develop more centres are there, but subject to
the financial ability of the government. Finally, as the centres operate at near or full
capacity, with limited budget constraint and shortages of staffs, these factors might
reduce the quality of care given to the older adults [5].

Some older adults that have problems such as dementia might require full attention
by highly trained staffs. However, as it is difficult to retain staffs, older adults who
reside in the centres might not get full attention since the staffs are required to con-
duct multiple jobs and give attention to other matters as well. These challenges are the
main reason why this research is conducted. Through this research, the aims of the
study are two; firstly, to explore the best practices from Japan on how they finance
their old-age care centres despite of having an increase in the ageing population over
time. Secondly, this study is also intent to explore the possibility of using endowment
funds to finance the old-age care centre to ensure financial sustainability in the long-
run.
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2 Literature Review

2.1 Framework to Operate Old-Age Care Centres

Ageing population is one of the global threats that can turn into opportunity if it is
being tackled accordingly. One of the opportunities is by developing fully equipped
old-age care centres that can help older residents to stay active and fit, physically, and
mentally. Previous literature has shed light on the necessary means for senior citizens
to be active and healthy. Based on the earlier study, social networks and social sup-
port are highly important as they influence the mortality of elderly among the Japa-
nese persons [6]. Social networks are measured by three indicators including social
contacts, social participation, and marital status. Meanwhile, social support is meas-
ured using (1) the amount of love and caring that the respondent can expect from
other persons (i.e., spouse, children, and other relatives and friends), and (2) the will-
ingness of other persons to listen to the personal problems and inner feelings of the
respondent. Previous study proved that the social participation measured using organ-
izational attendance has strong impact on mortality [6]. Lower social participation
will increase the mortality since the older adults without social participation at all are
much more likely to report poorer health. This framework has become greatly known
to the field of gerontology and others on how to model a complex future for elderly,
senior citizens, or aging population.

In contrast to findings of [6], [7] showed the elder persons who received a high
level of emotional support have higher probability to reduce mortality risks in Am-
sterdam. Besides, [8] found that the signs of depression were highest among the indi-
viduals in the non-friend’s network and lowest for individuals in the diverse network.
The study categorized the respondents into five categories, namely restricted, non-
friend, family, diverse and friends’ networks. The restricted network refers to people
who is single and no children or very minimal contact with others (friends, attendance
at meetings, and attendance at religious services). In the interim, the nonfriends net-
work has contact with people but low frequency contact with others. The last catego-
ry, the friends’ network is signified as those people who have the highest frequency
contact with others. Results from their research found that the absence of family is
less detrimental to older people’s health than the absence of friends. It indicates the
strong reasons why emotional support from friends as well as social networks are
highly important for older people.

Moreover, [9] confirmed that social networks play an important factor in reversing
the poor health conditions of the elderly. The study proposed the older people to be
more beneficial in joining the resourceful activities, diversified social network and
friend focused network. Furthermore, the meta-analysis review done by [10] suggest-
ed that majority of research claimed elders with less social network typically pass
away sooner than those with greater social relationships. People who had better social
relationships had a 50% higher chance of surviving than those who had lesser rela-
tionships. Similarly, [11] also indicated that social affiliative behaviors, such as altru-
ism and cooperation, are fostered by social connections with a mate, a family, and a
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community increase the likelihood chances of survival in hostile or dangerous envi-
ronments.

On the other spectrum, measures for social network and social support can be op-
erationalized as active individuals recognized in many studies. Over the past two dec-
ades, "active ageing" has emerged as the top scientific and policy conception of later
life in the European Union (EU). It has been a crucial tactic for addressing population
ageing. Hence, the World Health Organization (WHO) proposed a policy framework
in April 2002 in Madrid, Spain “Active ageing” to enlighten debate and the formation
of plans of action that support active and healthy ageing [12]. Since then, the term
“active ageing” has been discussed in every aspect of academic field. [13] emulated
“ageing well” as dichotomous term to contend with active ageing which widely used
in European research predisposition to policymaking while successful ageing deals
with a philosophical framework for a new gerontology in prevails in the United
States. Further, aging well covers a wider range that includes perspectives on health,
positive dimensions, and productivity of ageing populations. In covering all aspects,
WHO introduced strategy in 2015 by outlining the healthy ageing in “World Report
on Ageing and Health” it embraces a life course approach to health which recognizes
the impact that early life experiences have on ageing. WHO defines Healthy Ageing
“as the process of developing and maintaining the functional ability that enables well-
being in older age”. The goal of healthy ageing is to provide people with the oppor-
tunity to live their lives as they see fit [14]. Everyone has the opportunity to age
healthily. It is not necessary to be free from illness or infirmity to age well, as many
older people have one or more medical issues that, when under care, have minimal
impact on their wellbeing.

Accordingly, the empirical evidence on active ageing has been discussed greatly as
well. [15] characterized active participation in social activities or voluntary associa-
tions are seen as important elements that can encourage active engagement among
individuals, stimulate discussions, debate, and encourage planning for future activi-
ties. The findings revealed that the morbidity is lower in rural area which the back-
ground respondents mostly are farm workers, fishermen or tends to fruit orchards,
possibly due to a more robust lifestyle in the rural areas. Older people who are not a
member in any associations or participate actively in any religious activities have a
higher risk of morbidity and health problems.

Other than being active ageing from the perspectives of social network, social rela-
tionship, and social participation, it appears that being active physically plays vital
factors for elders. Many studies proved active elderly with regular exercise helps to
preserve and increase their functional capacity, health, and emotional well-being
[16,17]. Most recent study, [18] seem to confirm these findings where the most active
persons among the respondents of older adults have the best indicators of health. [19]
suggest that the rising numbers of ageing population is the sign of the current policies
implemented for extending the life and indicator that the chances for us to live longer.

The above literature clearly shows the importance of the older people to stay active
and healthy by embarking themselves with social network, social support, and social
participation. Besides, regular exercise also plays an important role. These elements,
when we combine these into one, can be transformed into a good framework for run-
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ning the old-age care centres. However, ensuring the centres have all these elements is
not an easy task. It requires huge funding and support from various parties, especially
in equipping the centres with highly trained staff, physio machines for exercises, nu-
tritious meals, medicines, as well as state-of-the-art facilities to take care of the elder-

ly.
2.2 Endowment and Wagqf as Medium of Financing

Endowment is a pool of funds for long-term investment, in which the income generat-
ed from the investment will be channeled to finance a specific cause or organization.
Usually, it is invested by a group of people who want to support a particular cause or
organization in perpetuity, rather than through one-time donation. The donors can
donate various types of their assets to the endowments, such as land, cash money,
bonds, stocks, and many more. The principal received from the endowment will be
preserved. Only income generated from the investments is used to support whatever
causes specified for the said endowment funds.

As many of the old-age care centres worldwide have financial constraints in fi-
nancing their operation and activities, endowment might be one of the solutions for
this issue. Even though it is rarely being used to finance the old-age care centres, the
endowments have been used for many other purposes worldwide. For instance,
Beaumont Foundation of America that was established in 2001 used the concept of
endowment to provide various types of assistance to the less fortunate in America
[20]. Among the assistance provided related to the elderly are grants to promote
healthcare and cancer treatment, focusing on the less fortunate elderly in America.
Besides, they also provide food banks to promote wellness and feed the hungry, as
well as grants to finance social services that can give meaningful impacts to the com-
munity, partly the elderly people.

The concept of endowment is quite similar to the concept of waqf in Islam. Its sim-
ilarity is in the forms of assets that are pooled together for specific purposes. Howev-
er, waqf is quite different relative to endowment in the perspectives of its purpose and
assets’ management. The key points for waqf are as follows. Firstly, all assets or
properties designated for waqf need to be used for charitable or religious purposes.
Secondly, these assets are managed by appointed trustees who are responsible for
ensuring that the income generated from the assets is used for the intended purposes.
Thirdly, all waqf assets and properties cannot be sold or transferred to anyone or any
organization. They must be used only for charitable purposes.

Looking at the current practices worldwide, there are several old-age care centres
in majority-Muslim countries that implement the concept of waqf to finance their
operations. For instance, Darul Thsan University in Bangladesh is a private university
in the country that provides healthcare and residential services for the elderly using
wagqf fund [21]. The waqf fund is managed by the university itself. The reasoning of
using waqf fund is due to the overpopulation among Bangladeshi, which limit the
ability of its government to provide additional funds to the healthcare and residential
services.
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Based on the above literature, it is possible to run the old-age care centres by using
endowment fund as an alternative of funding. Thus, it is essential to look at how it can
be applied in the Malaysia’s context.

3 Method

This section describes the methodology used to answer both research objectives. Us-
ing qualitative methodology, this research employed purposive sampling to select the
right candidates who would provide valuable insights in this topic. The researchers
used three main criteria to select the right person to be interviewed, namely expertise,
diversity, and location. Firstly, the interviewees were chosen based on their expertise
in managing the old-age care centres in Japan and Malaysia. In this case, for Japan,
we used the Japan’s directory of elderly care companies that were published by the
Japan External Trade Organization [22]. Secondly, they were selected based on their
diverse backgrounds, as it helps to look at different perspectives, be it from the ad-
ministrators, managers, and professional trainers. Finally, the interviewees from Japan
should be working in the old-age care centres that are situated in Tokyo, Japan. Tokyo
was chosen as it is the main capital of Japan and the cost of living in this city is
among the expensive one among other continents in Japan. Meanwhile, the interview-
ee from Malaysia should be the one who is managing the old-age care centre using the
concept of waqf or endowment. After the screening processes, we have selected four
(4) respondents. Their details are as follows:

Table 1. Demographic profiles of the interviewees

No. Institution Role Gender

| Social Welfare Corporation Butonkai, Chairman & Professional Male
Japan Trainer

) Social Welfare Corporation Koujukai, Manager & Professional Male
Japan Trainer

3 Japan Society of Functional Recovery President Male

Care and Power Rehabilitation, Japan
Pusat Pendidikan Al-Baraqah, Ipoh, Founder and Manager Male
Perak, Malaysia

In gathering the data and information, semi-structured interviews were conducted
to collect data and answer both research objectives. It allows for in-depth exploration
of participants’ opinions, insights, and experiences. Prior to the interviews, partici-
pants were all provided with a written consent form that outlined the purpose of the
study, the voluntary nature of their participation, the confidentiality of their responses,
and their right to withdraw at any time. They were given ample time to review the
form and ask any questions before they provide their consent.

Since the interview questions were open-ended questions, an interview guide was
developed to ensure consistency across the interview process. We allow for flexibility
and spontaneous exploration of the topics that are relevant to this research. All inter-
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views were conducted face-to-face via physical meeting with all interviewees at their
centres. With participants’ consent, we record all audio to ensure accurate data are
captured. The duration of each interview varied between 45 minutes to 1 hour.

Throughout the research process, we prioritize the ethical considerations to protect
the rights of the participants. For confidentiality purposes, all participants’ identities
and personal information were kept confidential.

The data collected from the interviews were analysed using thematic analysis. It is
a method used in the qualitative research to identify recurring patterns and themes in
the data. The thematic analysis would be helpful for the researchers to provide a de-
tailed and comprehensive understanding of the financial sustainability of the old-age
care centres in Japan.

4 Findings and Discussion

In order to answer the first research objective, we have conducted a visit to two old-
age care centres in Japan, namely Social Welfare Corporation Butonkai and Social
Welfare Corporation Koujukai. These two centres were chosen as the founders are
among the experts who develop the theory of Functional Care Recovery that assists
the elders to be more independent. During the visit, we also met the President of the
Japan Society of Functional Recovery Care and Power Rehabilitation, who is also the
advisor of the Social Welfare Corporation in Japan. The main aim of the visit is to
explore their best practices in ensuring sustainable funding for the centres. Two cru-
cial questions were asked in order to get an in-depth understanding. Firstly, we asked
about how they manage to cover the increasing cost of operations alongside the in-
creasing number of elderly people in their centres.

Throughout the interview, the respondents answered that 90 percent of the opera-
tional costs are covered by using the Long-Term Care Insurance (LTCI) which was
introduced in Japan in 2020. The main objective of the LTCI is to shift the burden and
costs of the family members to take care of their senior family members to an insur-
ance premium system. The remaining 10 percent of the operational costs are covered
by the elderly who reside in the centres. This is consistent with previous research by
[23], in which the senior citizens are required to make 10% payments to cover the
operational costs of the centres.

The procedures on how the senior citizens can have access to the LTCI benefits are
explained by [24,25]. It depends on the standard protocol that makes senior citizens
eligible in receiving the benefits. One of the main criteria is the eligibility of the pro-
spective residents to pay 10% of the operational costs of the centres. If they consist-
ently pay the costs, they are automatically eligible to receive the LTCI benefits, along
with other in-kind benefits provided by the Japanese government [26]. This LTCI
system is also integrated with the long-term term medical care and welfare services.
Those who subscribe to this LTCI system is able to receive in-kind benefits such as
home services, whereby the caregivers will conduct day visits and provide short-term
medical and care services to the elderly. Besides, they are also entitled for long-term
care in the nursing homes that provide top notch welfare, medical and health facilities.
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These findings draw a conclusion in which the old-age care centres in Japan have
sustainable funding from the LTCI system that was introduced by the Japanese gov-
ernment since 2000 [24]. It is a kind of social insurance program that is obligatory for
all workers in Japan to subscribe throughout their working lives, with the aim to pro-
vide financial coverage for their long-term care services in the future. Everyone in
Japan is required to pay certain amounts of premium based on their age and income.
The premium is also contributed by the employers and government [26]. With the
accumulated funds from all subscribers, the LTCI plays a significant role in financing
the operation and services of the old-age care centres, particularly for elderly at the
age of 65 and above [25].

Apart from that, from the interview sessions, it was found that the old-age care
centres in Japan are all managed by private companies, but the operational costs are
covered by the government through the LTCI system. We did ask about some chal-
lenges faced by the centres, and it turns out that the shortage of skilled staff is one of
the main challenges. Many of the young Japanese do not want to work as caregivers,
mainly due to high intense jobs as well as rising costs of living, that force them to
work in other professional sectors. Thus, in solving this issue, there is an increasing
trend among the centres to hire young and skilled foreign workers who are energetic
about working as full-time caregivers. Some of them are from Philippines and Middle
East countries. It is essential to retain skilled and talented workers in this industry to
maintain the quality of the services provided to the elderly citizens, parallel with their
contribution in the LTCIL.

Besides, another critical issue of the Japan’s old-age care centres is on their finan-
cial sustainability. Even though funds from LTCI are available, the medical, adminis-
trative, and operational costs of the centres are increasing over time. Thus, it is crucial
for the centres to have an alternative source of funding to remain relevant in the near
future. Thus, as this is the second research objective, sets of questions have been
asked to three interviewees that comprise of the chairman and a manager of the old-
age care centres, as well as a renowned academician who help the Japan’s govern-
ment in introducing the LTCI plan.

All three respondents agreed that financial sustainability is an important issue that
needs to be addressed as it might distort their operations in the long run. As of now,
they mentioned that the main source of funding is from the LTCI, but they do believe
that the existence of endowment fund might help to achieve long-run sustainability
for the centres.

With regards to the second research objective, the researchers have conducted an-
other interview session with the management of the Pusat Pendidikan Al-Baraqah,
which is located in Perak, Malaysia. This centre was chosen since it is one of the best
old-age care centres in Malaysia that is operating using waqf funds and waqf proper-
ties. The development of this centre was started in 2004 with the help from the public
who contributed their cash as waqf to the centre. With the accumulated amount of
cash wagqf, they managed to buy land in 2004 at a price of RM 45,000. Till 2023, they
have managed to secure 30 lands for the benefits and welfare of the Muslim commu-
nity. Those lands which were bought using waqf funds, are now considered as waqf
properties for the centre. It cannot be used or sold for any other purposes, rather than
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for the development of the Muslim communities, partly for the Muslim’s old-age care
centres. This centre is not like any other old-age care centres run by the government.
It is a centre that helps the Muslim elders to connect with other senior citizens who
have the same objectives, to learn more about the religion. It follows the old-age care
centre’s framework that was developed by [6], in which social network and social
support are the main focus. All senior citizens in this centre are grouped into a few
residential areas that are located very close to each other. Everyone is being given a
similar schedule to let them connect, communicate, and participate in all activities
conducted by the centre. As of mid-2023, there are almost 200 elderly people who
live in this centre, either temporarily or permanently. These residents must obey cer-
tain rules and regulations, with proper scheduling to ensure that their physical, mental
and spiritual welfare are being taken care of.

In ensuring the financial sustainability of the centre, the management of this centre
charge the senior residents with maximum charge of RM 400 per month. If they could
pay, the charge is up to the maximum level. Nevertheless, if the residents are not able
to pay (in a state of poor or poverty), the management of the centre always open new
opportunities for anyone to provide charity or waqf their assets to help these poor and
needy people. Those funds and properties are used to help this category of resident.
Apart from that, this centre also conducts business and various activities to support
their daily operation.

Based on the experience by the Pusat Pendidikan Al-Baraqah in Malaysia, it is
possible to finance the old-age care centre using endowment funds and wagqf proper-
ties. However, there are specific rules and regulations that need to be adhered by the
management if they want to finance using waqf properties. The principal of the waqf
funds or properties (in this case, land and cash waqf) should be retained for the centre.
The profits generated from the monthly charges and sales can be used to expand the
business or enhance the facilities of the centres to ensure the welfare is being taken
care of.

5 Conclusion and Recommendations

In conclusion, even though Malaysia is yet to be an ageing nation, it is essential for
this country to prepare. Given that the fiscal constraint is quite tight for the govern-
ment to finance all operational costs for the elderly care centres in Malaysia, it is still
possible to provide excellent care services to the elderly residents with the help from
various financial instruments. Waqf is one of them, in which the Muslim communities
in Malaysia can convert their cash or assets or properties as waqf and provide those
wagqf assets to the Islamic authorities appointed in each state. These waqf assets
should be fully utilized and optimised with specific rules and regulations for the bene-
fit of the surrounding community.

Apart from that, learning from the lessons from Japan, Malaysia can also introduce
a system alike the LTCI system to support the elderly welfare. It can also be devel-
oped in the form of Takaful for the Muslim citizens. In the long term, this system will
also help to reduce the government’s fiscal burden as they can reduce the dependency
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on the pensions as a financial source for the government servants who have ended
their services. As what have been conducted in Japan, the direct benefits for the fami-
ly caregivers such as pension are no longer available since the introduction of the
LTCI system. Indirectly, the government can optimally channel their funds for other
productive sectors to ensure long-term economic sustainability.
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