
GJAT | DECEMBER 2016 | VOL 6 ISSUE 2 
ISSN : 2232-0474 | E-ISSN : 2232-0482

www.gjat.my

This journal is a member of and subscribes to the principles of the Committee on Publication Ethics (COPE)

The Law and Regulation of Franchising in Malaysia’s Islamic 
Finance Industry: Problems, Prospects and Policies 

Umar A. Oseni
IIUM Institute of Islamic Banking and Finance (IIiBF), P. O. Box 10,  

50728, Kuala Lumpur, Malaysia
Tel: +603-6196-4011 E-mail: umaroseni@iium.edu.my

Abstract

With the increasing expansion of the global Islamic finance industry beyond its traditional 
strongholds, there is a gradual increase in the global franchising opportunities in Islamic 
finance.   As one of the pioneering studies on franchise in Islamic finance, this paper examines 
the Malaysian legal framework on franchising within the Islamic finance industry.  Over the 
years, there has been tremendous growth in the franchise industry in Malaysia and the Islamic 
financial institutions are not left out in this welcome development.  While the franchise industry 
contributed RM24.6 billion or 2.8% to the Malaysian GDP in 2013, it has been projected that 
such contribution will reach RM25.4 billion by the end of 2014. The study adopts a qualitative 
legal method in analyzing the relevant legislations, as they are applicable to Sharī‘ah-compliant 
business of Islamic financial institutions.  The study finds that there is no specific framework 
for Sharī‘ah-complaint business in Malaysia, including Islamic finance business. Malaysia has 
vast opportunities in expanding its franchise industry through the amendment of the relevant 
legal framework to cater for Islamic finance business. This is expected to project Malaysia as 
a global hub for Islamic finance products and a destination for Sharī‘ah-complaint franchise 
businesses at the global level.  
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