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ABSTRACT

The objective of this study is to describe the process of development of Shariah-compliant
Gold Investment (SCGI-i) instrument using the Classical Delphi Technique (CDT) and
Fuzzy Delphi Method (FDM). The research instrument is based on questionnaire with
4-point Likert scale consisting of three dimensions and 34 items. A total of 13 Islamic
Muamalat experts were selected as participants of CDT to obtain consensus. The results
showed a high consensus among the participants with a score IQR = 0.00 to 1.00; Mdn =
4.00 to accept these three-dimensional, 32 of the original items and the new item (C11)
and rejected two original items (B0S; B15). The acceptance score is also supported by the
empirical evidence of FDM analysis that shows the value of the threshold (d < 0.2) and
the percentage of expert agreement (>75%). These instruments can be used by Islamic
financial institutions to create new products or sharia audit of existing gold investments
to comply with the requirements of Islamic Muamalat.
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INTRODUCTION

Gold is a precious metal that is also a symbol
of power, wealth and beauty as well as a
measure of value, medium of exchange
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variety of factors, such as less risk, liquidity
and a good long-term record (Umar Azmon,
2002). In Malaysia, a gold investment is
carried out in the form of physical gold
coins and ingots (Louis, 2009; Shukor,
2009), dinar, gold decoration (Saat, 2011),
an account of gold (Mohd Yusra, 2012;
Shukor, 2009) and in form of virtual money
(Lokmanulhakim, Fairooz, & Bahroddin,
2012).

Public interest has led to the
mushrooming of companies that offer a
wide range of gold investment products and
models. However, many of these companies
fail to comply with existing laws (Norlaili,
2012). Bank Negara Malaysia (BNM) alone
until October 2015 has listed more than 180
companies and websites under surveillance
for not having a license to operate and most
of these are gold investment companies
(BNM, 2015). For Muslims, the rules of
Islamic law on gold transactions have not
been taken into account. Thus, this study
aims to develop Shariah Compliant Gold
Investment (SCGI-i) instrument agreed by
experts as an added value for the benefit of
gold investors, investment institutions and
society.

Gold Investment Guidelines

Guidance for reviewing the existing
Shariah-compliant products do not cover
investment gold specifically. Shariah-
compliant criteria developed by standard
bodies worldwide including in Malaysia is
only suitable for retail markets for different
criteria apply for classification of Shariah-
compliant securities (Derigs & Marzban,

2008; Suruhanjaya Sekuriti Malaysia,
2013). A different standard from various
parties show different Shariah-compliant
outcomes. Khatkhatay and Nisar (2007)
who analysed three entities, namely Dow
Jones Islamic Market (DJIM), Meezan
and SC, found that the criteria governing
DJIM is very different from Meezan and
SC for the hotel industry, broadcasting and
media as well as properties to the list of
non Shariah-compliant products. This has
prompted Ho, Masood and Abdul Rehman
(2012) proposed an international standard
as a guide to investors.

Shariah standards for existing Islamic
finance at the international level have only
focused on public investment, especially in
the capital markets and securities (Derigs
& Marzban, 2008; Suruhanjaya Sekuriti
Malaysia, 2013). In Malaysia, the religious
authorities through the Committee of the
Muzakarah of National Fatwa for Islamic
Religious Affairs Malaysia received Gold
Investment Parameters (Jabatan Kemajuan
Islam Malaysia [JAKIM], 2012a) which act
as a guideline. The Parameters containing
23 items were approved after a briefing
and explanation by two experts from the
International Shariah Research Academy
for Islamic Finance (ISRA). Nevertheless,
the guidelines are too general and do not
have a significant impact on gold investment
practices. This is evidenced by a growing
number of gold investment institutions
supervised by BNM (Bank Negara Malaysia
[BNM], 2015) as well as the ban on gold
investment company such as Genneva
Malaysia Sdn Bhd in July 2012 involving
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50,000 customers and RMS5 billion in funds
since 2007 (Berita Harian, 2012).

This has prompted the Shariah-
Compliant Council of the Islamic Financial
Institution (IFT) in Malaysia in a dialogue
session on May 29, 2012 urging the
authorities to update and study further
these parameters (JAKIM, 2012b). The
Dialogue also recommended “a set of
guidelines and investment gold transactions
to provide guidance to investors and the
general public”. These parameters must be
reinforced with comprehensive guide by
more experts.

LITERATURE REVIEW

Previous studies focused on the debate on
use of gold as a function of the gold itself
(Al-Ghazali, 1993; Ibn Khaldun, 2002), the
law of gold transactions (Ibn Baz, 2013; Ibn
Khaldun, 2002) and the implementation
mechanism of gold as currency (Salmy,
2011). Islamic jurisprudence in all schools,
whether Hanafi, Maliki, Shafi’i and Hanbali,
emphasise on the function of gold as a
medium of exchange, equipment, jewellery,
weapons of war, clothing, rings, replacement
of limbs, payment of zakat, usury and gold
transactions among others (Salmy, 2011).
Specific studies on gold investment
are few. Saat (2011) and Muhaimin (2009)
discussed techniques of gold investment
in Malaysia and Indonesia respectively,
but the shariah-compliant method was not
described. There have studies in some gold
investment institutions, but the debate exists
over the application of such instruments, for
example in Kuwait Finance House (Mohd

Yusra, 2012), Public Gold (Louis, 2009)
and in some other institutions (Shukor,
2009). However, there are some studies
on the concept of shariah investment
gold. Jakim (2012b) and Salmy (2011)
examined gold investment according to
Islamic perspective through contracts or
agreements, such as sale and purchase.
Meanwhile, there are two forms of analysis
to the study of gold investment products,
namely Lokmanulhakim et al. (2012)
which analysed the aspects of shariah-
compliance and Lokmanulhakim, Fairooz
and Bahroddin (2013) which analysed
aspects of zakat payment obligations.

Some Muslim scholars disputed
these gold investment activities claiming
to violate the objectives of Islamic law
(maqasid al-syari’ah) as a measure of value
and medium of exchange (Al-Ghazali, 1993;
Ibn Taymiyyah, 1995). There are Muslim
scholars who argue that gold purchased at
a low value and then resold at a higher price
when there is an increase in gold prices is
not something that is forbidden by Islamic
law. This is stated by a number of scholars
such as Ibn Baz (2013) and Ibn ‘Uthaymin
(2013), as long as the transaction complies
with all the criteria for sale and purchase
of currencies or al-sarf (Lokmanulhakim
etal., 2012).

Criteria for the use of gold in general
is stated in the Quran (al-Tawbah, 9: 34;
Hud, 11: 87; ali-Imran, 3: 75) and detailed
in many authentic hadith of the Prophet
Muhammad SAW. Gold has a specific
ruling relating to usury compared with other
metals such as copper and iron. The Prophet
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Muhammad said: “(Convert) gold for gold,
silver for silver, wheat for wheat, barley for
barley, dates by dates, and salt by salt, same
(amount) for the same, equal (quantity) for
equal, hand (delivered) for hand. If these
kinds differ, sell as you want and do not
delay the delivery.” (Narrated by Muslim
(2010) from ‘Ubadah bin al-Samit)

There are two categories: (a) currency
such as gold, silver, dollar and so on; and
(b) staple food items such as wheat, rice
and barley. There are three conditions in

Table 1
Gold transaction methods in Islam

gold transactions, according to Shariah:
(i) gold transactions with gold must be
delivered hand for hand immediately when
the contract is signed as well as having the
same weight; (ii) gold transactions with
other currencies must be delivered hand
for hand immediately when the contract is
signed without delay or debt, but without
value or the same weight; and (iii) gold
transactions with other items do not have
any conditions. Methods of gold transaction
are shown in Table 1.

Currencies

Other item category

Staple food catego
category P gory
Gold Dollar Wheat Rice House Car
Gold * kk kokok kokok skokok skokok
Currencies category
Dollar kK * kokok kokok kokok skokok
Wheat skokok sksksk * Kk skokok skokok
Staple food category .
Rlce skokok sksksk Kk * skokok skokok
HOuSe skokok sksksk kokok kokok skokok skokok
Other items category
Car skokok sksksk kokok kokok skokok skokok

Source: Muslim (2010)

Note: * Sale and purchase or transaction delivered hand in hand immediately when a contract is signed as well
as having the same weight; ** Sale and purchase or transaction delivered hand in hand without delay or debt,
without having a value or the same weight; *** Sale and purchase or transaction can be delayed or debted

instantly, without having a value or the same weight.

METHODS
Delphi Technique

This study used the Delphi Technique (DT),
proposed by a panel of experts (Adler
& Ziglio, 1996) to reach a consensus
(Helmer, 1968) on an decision. Experts
and previous studies have proved that the
DT is more effective for generating ideas
compared with other methods (Ludwig,
1997; Ulschak, 1983). According to Dalkey,

168

Rourke, and Lewis (1972), “several heads
are better than one” for the best view will
be obtained through a variety of responses
from knowledgeable experts. Therefore, the
DT is designed as voting procedure and a
judgement tool, to make a decision (Rowe
& Wright, 1999) and to improve forecasting
methods (Dalkey et al., 1972).
Historically, the DT was developed
in the early 1950s by Norman Dalkey and
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Olaf Helmer for the United States Air Force,
sponsored by the RAND Corporation. It
was very helpful especially when it was
not easy to meet the experts personally
(Dalkey & Helmer, 1963; Ludwig, 1997;
Miller & Salkind, 2002; Rand, 2013).
Currently, of Delphi is used in the fields
of education, administration, evaluation
of policies, plans and programmes among
others. This technique allows experts to deal
systematically about a particular problem or
complicated task by combining individual
decisions to obtain a consensus (Helmer,
1968). An expert participant is more likely
to express an opinion freely and without
being bound by other people’s opinions
(Helmer, 1968).

Participant

The DT was implemented to achieve a
high level of agreement among the expert
participants, namely individuals with special
knowledge and experience in a particular
field (Ludwig, 1997; Martino, 1983). Thus,
the selection of study participants was made
carefully to minimise errors and to ensure
reliability of findings. This is because
the success of DT depends on the views
and based on the information provided.
Therefore, a panel of experts was identified
through the nomination process, rather than
randomly selected (Ludwig, 1997). Previous
research suggested a panel of experts should
be composed of those who have knowledge
of the issues and perspectives on the subject
to be studied in addition to be motivated to
remain until the completion of the study
(Linstone & Turoff, 1975).

Previous researchers suggested a
minimum of seven experts for the DT expert
panel, which is according to the original
experiment by Dalkey and Helmer (1963).
There are different views about the maximum
size of the panel, which is not more than 12
participants (Cavalli-Sforza & Ortolano,
1984; Phillips, 2000), 15 participants
(Delbecq, Van de Ven, & Gustafson, 1975;
Linstone & Turoff, 1975; Martino, 1983)
and 50 participants (Adler & Ziglio, 1996;
Linstone & Turoff, 1975). Thus, this study
has chosen 13 participants for the DT who
meet the following conditions: (i) have at
least a Master’s degree in shariah; and (ii)
government mufti; or shariah advisers in
IFI’s; or Muamalat researchers in Shariah
research institutions; or Shariah professors
at public universities. The size of these
participants meets the size recommended
by the majority of researchers, ranging from
seven to 15 persons and it is in line with
the average sample size, namely between
10 and 15 persons as proposed by Delbecq
et al. (1975), and Adler and Ziglio (1996).
The proposed number is also suitable
for researchers because if the number of
participants is too small, it does not reflect
the targeted issue and if it is too large, it
takes too much time of participants (Hsu &
Sandford, 2007) and complicate the process
of summarising their views (Linstone &
Turoff, 1975; Ludwig, 1997).

Rounds

To reach an agreement, DT did not set
rounds to be followed. Delphi rounds will
end only when the panel of experts have
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reached an agreement. This technique is
usually done in three rounds (Ludwig, 1997)
but it can be done between two to 10 rounds
to get a strong consensus (Martino, 1983).
This study used two rounds of the Delphi
technique with the same expert panel. It only
went through two rounds because it received
agreement among the participants (Martino,
1983). This amount is also considered
adequate because of differences in the views
of experts have been reduced in the second
round (Helmer, 1968).

The first round of Delphi sought to
validate the data and to obtain consensus
among the experts on the 34 items which
are built based on a literature review. This
process used a questionnaire through open
response and closed response that can
serve to obtain specific information about
the content of the study. Data obtained was
used to design the questionnaire for the next
round. The second round of Delphi aimed at
achieving agreement among experts about
items that have not been agreed upon as well
as new items proposed in the questionnaire
for the previous round. Thus, a questionnaire
on this round consisted of three parts,
namely: (i) items that have not been agreed;
(i1) items that have changed the structure of
sentences; and (iii) new additional items.
The instruments distributed to the panels
for this round also contained feedback
from the first round. Each participant may
change their existing level of agreement in
the first round so the score for the disparity
of agreement among the experts can be
bridged. However, they were not allowed
to add any new items in the second round.

Instrument

This study questionnaire was designed
from Shariah-Compliant Gold Investment
instrument (SCGI-i) containing three-
dimensions: (i) Investors and investment
institutions (5 item); (ii) Products and
prices (19 item); and (iii) Bidding contract
(10 item). The questionnaire was used
in each round of Delphi and suitable to
analyse a large population (Konting, 1998).
Before conducting the Delphi survey,
the instrument was tested through a pilot
study on two respondents. One of them
is shariah advisory officer involved with
the industry and the other is an expert
involved in the academic field in Higher
Education Institution (HEI). After updating
the questionnaire, it was distributed to
all experts which included two rounds of
analysis.

The questionnaires contained items
on the enclosed response in the form
of a 4-point Likert scale, ranging from
‘Strongly agree’, ‘Agree’, ‘Disagree’ and
‘Strongly disagree’. The first round of the
Delphi consisted of 34 items, while the
second round contained 33 items. The main
purpose of the questionnaire at this stage
was to get the consent of experts through the
questionnaires. Therefore, the researchers
removed the questionnaire item that was
not agreed upon which was later tested on
the second round.
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DATA ANALYSIS

Analysis of the Classical Delphi
Technique (CDT)

Descriptive statistical analysis method is
often used for CDT through the Measures of
Central Tendency MCT (mode and median)
and Interquartile Range Score (IQR). Data
for descriptive statistics was analysed using
SPSS software. Green (1983) puts the
median at least 3:25 for a four-point scale.
Size statistics for dispersion through the
IQR was also used to determine the level
of agreement among the experts. This study
will use the level of the experts based on the
IQR score agreement recommended by Siraj
and Paris (2005) as shown in Table 2.

Table 2
Level of agreement among the experts according to
Interquartile Range (IQR) score

Interquartile Range
(IQR) Score

Level of Agreement

0.00 - 1.00 High
1.01 -1.99 Medium
>2.00 None

Analysis of the Fuzzy Delphi Method
(FDM)

The FDM technique was introduced by
Murray, Pipino and Gigch (1985), and
adapted by Kaufmann and Gupta (1988) as
a form of measurement for future research.
It is an improvisation of the existing DT
(Ridhuan, Siraj, & Zaharah, 2014) and
generated effectively to obtain consensus
among the experts without going through
many rounds (Mohd Nazri, 2014). This
study uses FDM to analyse data obtained in
any round of DT. It is an analytical support

to data obtained from DT expert panels. This
study will use FDM to analyse data obtained
in any round of DT. This method is done
to maintain or drop an item. The item will
be maintained if it meets two conditions,
namely: (i) the value of d threshold of the
item is equal to or less than 0.2 (d< 0.2)
(Chen, 2000; Cheng & Lin, 2002); and (ii)
the percentage of agreement among experts
is equal to or exceeds 75 percent (>75%)
(Chu & Hwang, 2008; Murry & Hammons,
1995). The value of d threshold is obtained
by determining the distance between two
fuzzy numbers using the following formula:

dm7) = J% [(my — ny)? + (my — n3)% + (my — n3)?]

RESULTS
The First Round of the Delphi

The results of the first round of the Delphi
analysis showed reception, maintenance,
improvements and additions to some SCGI-i
items. In the “Investor and Institutional
Investment”, the majority of participants had
reached an agreement at a higher level on all
items with the median score of 4.00 (mdn=4)
and the value of IQR at 0.00 to 1.00 (IQR=0-
1). High agreement was obtained for items
A02, A04 and AO5 which achieved a score
of IQR=0, while the items AO1 and A03
scored IQR=1. The majority of participants
had also agreed that the “Goods and Gold
Prices” with a high level of agreement to
approve most of the items listed by mdn=4
and score IQR=0, namely for all the items
except BO5 and B17. There is a consensus
among the experts at a moderate level to not
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accept the two items with a score mdn=2
and IQR=1.5. However, both of these items
are still retained in the questionnaire for
the second round of analysis. In the “Gold
Investment Offer Contract”, all the experts
have reached an agreement to accept a high
level for all the items, namely mdn=4 and
IQR=0.

In summary, the first round of the Delphi
showed a total of 33 items reached a high
level of agreement among a majority of
experts except the items with (IQR=0-1).
Therefore, all these items were accepted
as an instrument of CGI. There were
two items (B17, C02) which experienced
improvements in terms of sentence structure
and two items (B05, B16) showing medium
agreement among the experts. In addition,
this round also gained a new dimension of
proposed items “Gold Investment Offer
Contract™:

“C1I Contract is no requirement to
re-rent the gold to be sold to other
parties.”

Fuzzy Delphi Method (FDM)

The results of the analysis for the value
of di.n, are shown in Table 3. Table 3
shows the value of d threshold for each item
(diem) as well as a construct threshold value
(deonsiruct) based on the expert consensus. A
total of 32 out of 33 items was agreed by
the panel of experts based on the condition
d< 0.2 which means all the experts have
reached consensus on the item. Only two
items, namely B0O5 and B15, which did not
reach an agreement because the value of d
for items that is 0.261 and 0.338, exceeded

0.2. Therefore, these items should be
dropped or retained for the second round
of Delphi analysis (Chen, 2000; Cheng
& Lin, 2002). Ruling to reject items B0S
and B15 according to the value of d<0.2 is
also supported based on the percentage of
agreement among experts. The analysis of
the number and percentage of agreement on
the items is shown in Table 4.

Table 4 shows that 32 items have been
accepted and two items have been rejected
based on the percentage of agreement
among experts; the latter is BO5, which
shows 46% agreement among the experts
and 38% for B15. This decision is based
on Chu and Hwang (2008), and Murry and
Hammons (1995). The consensus of the
experts is assumed to be achieved if the
percentage of agreement between them
is about >75%. Therefore, the analysis
of FDM has supported the MCT in the
first round of DT that there are 32 items
which have reached provisional agreement
for two items, namely BOS5 about “Gold
transactions as separate items of gold, which
is transacted” and items B15 about “Gold
prices offered are not too expensive than the
value of the current gold price”, which did
not receive consensus among the experts.

The Second Round of the Delphi

The second round consists of 35 items
including a new item (C11) have reached
a high agreement (IQR=0) among experts,
whether to accept or reject it. Two items
that have not been agreed in the first round
of the Delphi, namely B05 and B15 have
reached a high agreement among the experts
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Table 3
Value of d threshold item in the first round of Delphi Technique
Experts Value
Items of d
1 2 3 4 5 6 7 8 9 10 11 12 13

items

A01 02 01 01 01 02 02 01 01 01 01 02 01 01 0.130
A02 02 01 01 01 02 02 01 01 01 01 02 01 01 0.130
A03 03 00 00 00 00 00 00 00 00 00 0.0 00 0.0 0.043
A04 03 00 00 00 00 00 00 00 00 00 00 03 00 0.080
A0S 03 00 00 00 00 00 00 00 00 00 03 00 00 0.080
BO1 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B02 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B03 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B04 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B05 03 01 06 01 03 06 01 03 03 01 01 06 01 0261
B06 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B07 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
BO8 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B09 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B10 03 00 00 00 03 00 00 00 00 00 00 00 00 0.080
BI1 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B12 00 00 00 00 03 00 00 00 00 00 0.0 00 0.0 0.043
B13 00 00 00 00 03 00 00 00 00 00 0.0 00 0.0 0.043
B14 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B15 04 04 04 02 04 02 02 04 04 02 04 04 02 0338
B16 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B17 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B18 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
B19 00 00 00 00 00 00 00 00 00 00 0.0 00 03 0.043
Co1 00 00 00 00 00 00 00 00 00 00 0.0 00 03 0.043
C02 00 00 00 00 00 00 00 00 00 00 0.0 00 03 0.043
C03 00 00 00 00 00 00 00 03 00 00 00 03 00 0.080
C04 00 00 00 00 00 00 00 00 00 00 0.0 00 03 0.043
C05 00 00 00 00 00 00 00 00 00 00 00 00 00 0.000
C06 00 00 00 00 00 00 00 00 00 00 03 00 0.0 0.043
C07 00 00 00 00 00 00 00 00 00 00 0.0 00 03 0.043
C08 00 00 00 00 00 00 00 00 00 00 03 00 03 0.080
C09 00 00 00 00 00 00 00 00 00 00 0.0 00 03 0.043
C10 00 00 00 00 00 00 00 00 00 00 03 00 03 0.080
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A number of d items

Percentage of d items

Items Value of d items <02 <02 Result

A0l 0.130 13 100% Accepted
A02 0.130 13 100% Accepted
A03 0.043 12 92% Accepted
A04 0.080 11 85% Accepted
A05 0.080 11 85% Accepted
BO1 0.000 13 100% Accepted
B02 0.000 13 100% Accepted
B03 0.000 13 100% Accepted
B04 0.000 13 100% Accepted
BOS 0.261 6 46% Rejected
B06 0.000 13 100% Accepted
B07 0.000 13 100% Accepted
BO8 0.000 13 100% Accepted
B09 0.000 13 100% Accepted
B10 0.080 11 85% Accepted
BI11 0.000 13 100% Accepted
B12 0.043 12 92% Accepted
B13 0.043 12 92% Accepted
B14 0.000 13 100% Accepted
BI15 0.338 5 38% Rejected
B16 0.000 13 100% Accepted
B17 0.000 13 100% Accepted
BI18 0.000 13 100% Accepted
B19 0.043 12 92% Accepted
Co1 0.043 12 92% Accepted
C02 0.043 12 92% Accepted
C03 0.080 11 85% Accepted
C04 0.043 12 92% Accepted
C05 0.000 13 100% Accepted
C06 0.043 12 92% Accepted
Co7 0.043 12 92% Accepted
Co08 0.080 11 85% Accepted
C09 0.043 12 92% Accepted
C10 0.080 11 85% Accepted
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(IQR=0) to not accept the item with mdn=2.
Thus, both items were dropped from SCGI
instrument. The experts also agreed at a high
level (IQR=0; mdn=4) to approve items B18
and C02 with the change in the structure of
sentences. In fact, all of the Delphi experts
also agreed, at a high level, to approve
the proposed additional items in the first
round, namely C11 with a score of IQR=0
and mdn=4. Two items (B18, C02) which
amended the sentence structure is accepted
in SCGI instrument in addition to the new
item (C11). As a result, the study, through
the first and second round, managed to
secure a total of 33 items which was agreed
at a high level (IQR=0-1; mdn=4) by all
the experts.

CONCLUSION

This study achieved the objective of
establishing a SCGI-i which managed to
obtain consensus among the experts in the
field of Islamic Muamalat. The consensus
score obtained, namely IQR=0.00 or 1.00
and mdn=4.00 is higher than the level set for
this study (mdn<3.25). Consensus among
the experts, which includes three dimensions
and 33 items are obtained in the second
round of the (DT). The SCGI-i can be used
by IFIs to create new products or sharia audit
of existing gold investments to comply with
the requirements of Islamic Muamalat.
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