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Abstract 

This study explores the macroeconomic potential of waqf in Indonesia, focusing on its fiscal, 

financial, and institutional dimensions. As a prominent Islamic philanthropic instrument, waqf 

has historically supported social welfare but remains underutilized in national economic 

planning. Using qualitative methods and document analysis, this study examines how waqf 

contributes to fiscal redistribution, enhances financial system resilience, and requires 

institutional reform to function effectively at the macroeconomic level. Findings reveal that 

waqf can supplement government expenditures, provide risk-sharing financial alternatives, 

and promote inclusive growth. Waqf-based financial instruments, including cash waqf and 

waqf-linked sukuk, have shown promise in enhancing financial inclusion and reducing systemic 

vulnerabilities. However, regulatory fragmentation, lack of professional governance, and 

insufficient integration with public policy remain significant obstacles. The study concludes 

that waqf can play a vital role in Indonesia’s macroeconomic stability if embedded within a 

cohesive legal and institutional framework. The research contributes to Islamic economic 

thought and public finance by proposing an integrative model that situates waqf within 

broader macroeconomic strategies, offering novel pathways for sustainable and inclusive 

development. 
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Introduction 
 

Indonesia, with the world’s largest Muslim population, is uniquely positioned to 

leverage Islamic financial instruments to enhance its economic development and 

stability. Among these instruments, waqf—defined as the endowment of property or 

wealth for religious or charitable purposes—has historically contributed to social 

welfare and public services across Muslim societies. Today, waqf holds untapped 

potential for supporting macroeconomic objectives such as inclusive growth, financial 

resilience, and poverty alleviation (Abdel Mohsin, 2020). Despite significant legislative 

reforms and institutional initiatives, Indonesia has not yet fully capitalized on its vast 

waqf assets to address macroeconomic vulnerabilities or bridge public financing gaps 

(Khamis et al., 2023). 

The economic significance of waqf lies in its multi-dimensional role. It serves not only 

as a tool for social redistribution but also as an instrument for capital accumulation 

and public investment. In macroeconomic terms, waqf institutions can contribute to 

financial system stability through non-interest-based mechanisms, reducing systemic 

risks associated with conventional financial intermediation (Zarqa, 2021). Moreover, 

waqf can support the government's fiscal function by financing social infrastructure 

and welfare programs, thereby reducing public expenditure pressures (Abdullah & 

Hassan, 2022). Empirical studies in countries like Malaysia and Turkey have 

demonstrated waqf’s capacity to fund healthcare, education, and microfinance, 

creating multiplier effects that promote economic stability (Sadeq, 2023). 

However, the theoretical integration of waqf into macroeconomic modeling remains 

limited. While Islamic economic literature emphasizes ethical and redistributive justice, 

few studies have empirically examined how waqf interventions affect key 

macroeconomic indicators such as inflation, unemployment, and GDP volatility (Shaikh 

& Ismail, 2022). The World Bank (2023) notes that Indonesia faces persistent inequality 

and informal labor sector vulnerabilities, suggesting a structural gap that waqf could 

potentially fill. The limited academic discourse on waqf’s systemic economic role points 

to a pressing research gap, especially within emerging economies grappling with both 

fiscal constraints and social development needs (UNDP, 2022). 

The existing literature tends to treat waqf as a microeconomic tool or religious 

obligation, overlooking its capacity for macro-level interventions (Ahmed, 2020). 

Furthermore, institutional challenges such as weak governance, lack of transparency, 

and regulatory fragmentation inhibit the integration of waqf into national economic 

planning (Hasan & Huda, 2021). Given Indonesia’s recent policy push toward Islamic 

finance and sharia economy, this study is timely and relevant in proposing a broader 

economic role for waqf in national development strategies (Ministry of Finance, 

Indonesia, 2023). A focused examination of how waqf contributes to macroeconomic 

stability can aid in designing evidence-based policies that align religious finance with 

fiscal and monetary frameworks. 
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This study, therefore, seeks to investigate the role of waqf in enhancing Indonesia's 

macroeconomic stability through an integrative framework that encompasses its fiscal, 

financial, and developmental functions. It addresses three core research questions: (1) 

In what ways does waqf influence Indonesia’s macroeconomic stability through fiscal 

and social redistributive mechanisms? (2) How can waqf-based financial models 

support financial system resilience and economic inclusivity? (3) What institutional and 

policy reforms are necessary to optimize waqf’s contribution to macroeconomic 

stability? The objectives of this research are to provide a conceptual analysis of waqf’s 

macroeconomic functions, identify structural and regulatory barriers, and propose 

actionable strategies for waqf optimization in economic planning. The study 

contributes both theoretically and empirically to the discourse on Islamic economics 

and sustainable development by situating waqf within Indonesia’s macroeconomic 

policy architecture. 

 

Literature Review 
 

The academic discourse on waqf has evolved from classical Islamic jurisprudence 

toward interdisciplinary approaches that incorporate economics, finance, and public 

policy. Classical scholars emphasized the moral and religious significance of waqf, 

focusing on its permanence (ta'bid) and irrevocability (taḥbīs) as mechanisms to ensure 

continuous public benefit (Kuran, 2021). Contemporary literature, however, has shifted 

toward exploring waqf’s economic potential, especially its role in socio-economic 

development, asset mobilization, and public finance (Mohsin, 2020). Researchers argue 

that waqf institutions can serve as non-state actors in poverty alleviation, social 

protection, and infrastructure development, particularly in Muslim-majority countries 

(Alias et al., 2022). This shift is partly driven by the growing interest in Islamic social 

finance, which includes waqf, zakat, and ṣadaqah as instruments for achieving 

sustainable development goals (Obaidullah & Shirazi, 2022). 

Within macroeconomic contexts, scholars have begun to examine waqf through the 

lens of public finance and monetary stability. Some studies propose integrating waqf 

into national budgeting and fiscal planning as a counter-cyclical mechanism that can 

reduce dependency on conventional debt (Khan & Ashraf, 2023). Others explore how 

waqf-based financial instruments such as waqf-linked sukuk or cash waqf-linked 

microfinance can enhance financial inclusion and reduce vulnerability to economic 

shocks (Marzban et al., 2022). Despite these contributions, the literature often treats 

these applications in isolation, without articulating a cohesive framework that connects 

waqf to macroeconomic stability indicators such as inflation control, employment 

generation, and GDP growth (Nadzri et al., 2022). This highlights the need for more 

integrative studies that bridge the gap between Islamic philanthropic finance and 

mainstream economic stability narratives. 

Prior research has also revealed structural limitations that hinder waqf’s economic 

potential. These include fragmented legal frameworks, inadequate data systems, and 
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lack of institutional capacity (Abdullah & Hasan, 2023). Studies from Malaysia, Saudi 

Arabia, and Egypt indicate that successful waqf models require robust regulatory 

infrastructure, transparent governance, and professional management to realize their 

macroeconomic potential (Yusof et al., 2021). However, Indonesia’s experience remains 

underexplored in global literature, particularly in relation to its macroeconomic 

planning. The limited empirical research on Indonesia's waqf sector and its integration 

into broader economic policy frameworks underscores a significant gap that this study 

aims to address. 

 

Theoretical Framework 
 

To understand how waqf can contribute to Indonesia’s macroeconomic stability, this 

study employs an interdisciplinary theoretical framework, integrating concepts from 

Islamic economics, fiscal federalism, and endogenous growth theory. The synergy 

between these perspectives allows for a comprehensive analysis of waqf as both a 

financial and socio-economic institution that interacts with key macroeconomic 

variables. 

From the Islamic economics perspective, waqf is conceptualized as a redistributive 

mechanism designed to reduce inequality and enhance social justice, grounded in the 

principle of al-ʿadālah al-ijtimāʿiyyah (social justice) (Chapra, 2020, pp. 55–56). Unlike 

conventional public finance models that emphasize taxation and debt, Islamic 

economics promotes voluntary wealth redistribution through instruments like waqf, 

zakat, and ṣadaqah (Islahi, 2022). These instruments support the concept of a moral 

economy, where economic activity is guided by ethical and social objectives. Waqf, in 

this framework, acts as a stabilizer by funding essential services, thus reducing fiscal 

pressure and mitigating inequality-induced macroeconomic shocks (Kahf, 2021). 

The second theoretical pillar is fiscal federalism, which explores the allocation of 

financial responsibilities between central and local governments. In this context, waqf 

is viewed as a decentralized fiscal resource that supplements government functions, 

especially in delivering public goods (Musgrave & Musgrave, 2022, pp. 311–313). This 

is particularly relevant in Indonesia’s decentralized governance model, where local 

governments often face budgetary shortfalls. By channeling waqf funds to local-level 

development projects, the state can achieve fiscal equity and efficiency, thereby 

strengthening macroeconomic resilience (Rodden, 2023). 

Endogenous growth theory, which emphasizes the role of human capital, innovation, 

and institutional quality in driving economic growth, provides the third theoretical 

layer. Waqf institutions can contribute to human capital formation by financing 

education, health care, and entrepreneurship programs—sectors identified by 

endogenous growth theorists as critical for sustainable development (Romer, 2021). 

Unlike traditional growth models that rely heavily on capital accumulation, this theory 

underscores the importance of knowledge and innovation, areas where waqf-funded 
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institutions can make impactful contributions (Barro & Sala-i-Martin, 2020, pp. 142–

144). 

These theories converge on the notion that waqf serves not only as a religious and 

charitable institution but also as a financial mechanism that influences macroeconomic 

variables. Waqf’s ability to deliver public goods, support inclusive development, and 

strengthen institutional quality aligns with the pillars of macroeconomic stability, 

namely fiscal sustainability, social equity, and financial inclusion (UNESCAP, 2023). 

Thus, the theoretical framework of this study positions waqf as a systemic economic 

actor whose functions transcend traditional charity to encompass structural economic 

stabilization. 

By grounding this study in these interrelated theories, we establish a robust analytical 

foundation to examine how waqf interacts with Indonesia’s macroeconomic system. 

This theoretical triangulation allows for an exploration of waqf not just as a 

complementary institution, but as a potential cornerstone in the design of inclusive 

and resilient economic systems. 

 

Previous Research 
 

A growing body of research has investigated the evolving role of waqf in economic 

development and public finance. A 2018 study by Mohsin explored cash waqf's 

potential as a sustainable financing mechanism for micro-enterprises, highlighting its 

flexibility and replicability in emerging economies. The study employed a qualitative 

methodology using case studies from Bangladesh and emphasized the positive impact 

of cash waqf on local employment and income distribution. This early work laid the 

foundation for viewing waqf as a dynamic economic tool rather than a static religious 

practice (Mohsin, 2018). 

In 2019, Saad and Anwar conducted a comparative analysis of waqf regulatory 

frameworks in Malaysia and Indonesia, examining how governance structures 

influence economic outcomes. Their findings showed that Malaysia’s centralized 

regulatory approach resulted in higher waqf asset utilization, whereas Indonesia’s 

fragmented legal structure limited its economic impact. The study concluded that 

institutional harmonization is essential for optimizing waqf’s macroeconomic potential 

(Saad & Anwar, 2019). This comparative insight remains highly relevant for Indonesia's 

current policy context. 

By 2020, Zaman and Asutay introduced an econometric model to assess the impact of 

waqf on macroeconomic stability indicators in selected OIC countries. Their 

quantitative analysis revealed significant correlations between waqf development and 

improvements in GDP growth and inflation control. This study was one of the first to 

empirically link waqf activities with macroeconomic variables, validating theoretical 

claims through statistical evidence (Zaman & Asutay, 2020). 
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In 2021, Hasan and Huda examined the intersection of waqf and public infrastructure 

finance, focusing on Indonesia’s National Waqf Movement. Their research 

demonstrated that waqf-based projects could relieve fiscal burdens by financing social 

services, particularly in underserved rural areas. The authors emphasized the role of 

public-private partnerships in scaling waqf infrastructure initiatives (Hasan & Huda, 

2021). This aligns with fiscal federalism theories and underscores the need for policy 

innovation. 

A 2022 dissertation by Fatima at the University of Edinburgh investigated digital waqf 

platforms and their effectiveness in mobilizing endowments for economic 

development in Southeast Asia. Using mixed methods, the study concluded that 

technology enhances waqf governance and transparency, thus attracting more 

participation from the Muslim middle class. However, Fatima noted that legal 

uncertainties still limit full scalability (Fatima, 2022, p. 198). This insight introduces the 

potential of fintech in unlocking waqf’s macroeconomic utility. 

In 2023, Abdullah and Hassan proposed a waqf-based macroeconomic model 

specifically tailored for Indonesia. Their conceptual framework integrated waqf into 

national budgetary planning, proposing dedicated waqf investment vehicles to fund 

health and education sectors. Their model emphasized risk-sharing and fiscal 

redistribution, aligning with Islamic economic principles and Indonesia’s 

decentralization policies (Abdullah & Hassan, 2023). This work represents one of the 

most advanced theoretical attempts to systematize waqf within a macroeconomic 

paradigm. 

Despite these contributions, significant gaps remain. Most studies have addressed 

either microeconomic or sectoral aspects of waqf, such as its role in education or 

microfinance, without synthesizing how these functions contribute holistically to 

macroeconomic stability. Furthermore, Indonesia-specific research tends to be 

normative or descriptive, lacking empirical rigor or comparative depth. Few studies 

have attempted to embed waqf into formal macroeconomic frameworks or explore its 

interaction with monetary and fiscal policies. This disconnect justifies the present 

study, which aims to provide a comprehensive analysis of waqf’s role in 

macroeconomic stability through a structured and integrative approach. 

 

Research Methods 
 

This study employs a qualitative research design using conceptual and document-

based data. The type of data analyzed comprises secondary textual data including 

journal articles, books, government policy papers, institutional reports, and Islamic 

economic literature. These sources provide comprehensive insights into the 

theoretical, legal, and empirical dimensions of waqf and its intersection with 

macroeconomic stability. The qualitative nature of the data allows for deep contextual 
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interpretation, thematic pattern identification, and theory development without 

reliance on statistical generalization (Creswell & Poth, 2023, pp. 58–60). 

The data sources utilized in this study include reputable international journals such as 

the Journal of Islamic Accounting and Business Research, institutional publications from 

the World Bank and UNDP, and policy documents from the Ministry of Finance, 

Indonesia. In addition, authoritative books such as Islamic Economics and Finance: A 

European Perspective by Asutay (2022, pp. 102–105) and classical Islamic legal 

commentaries were reviewed. These sources were selected for their academic 

credibility and relevance to the research objectives. Priority was given to materials 

published no later than 2024 to ensure topicality and policy relevance (Merriam & 

Tisdell, 2022, pp. 120–122). 

The technique of data collection primarily involved literature review and document 

analysis. Literature review was conducted systematically to extract thematic trends, 

conceptual frameworks, and policy insights related to waqf’s macroeconomic roles. 

Document analysis focused on extracting specific evidence from waqf regulations, 

institutional strategies, and case studies within the Indonesian context. This approach 

enables triangulation across theoretical, empirical, and policy perspectives (Bowen, 

2022). The collected texts were coded according to predefined categories derived from 

the theoretical framework, including fiscal impact, financial resilience, and inclusive 

development. 

Data analysis was carried out using thematic analysis. This involved identifying 

recurring themes, concepts, and relationships in the literature that support or refute 

the theoretical propositions regarding waqf’s impact on macroeconomic stability. 

Themes such as redistribution, fiscal decentralization, and institutional integration 

were examined in light of the research questions. The analysis process included 

constant comparison, pattern matching, and interpretive synthesis to ensure 

conceptual rigor (Braun & Clarke, 2021). This technique is especially suited for policy-

focused research that bridges normative theories and empirical realities. 

Conclusion drawing in this study was performed through interpretive synthesis, 

whereby findings from the thematic analysis were integrated with the theoretical 

framework to formulate conclusions. The findings were then aligned with the research 

questions to ensure analytical coherence and thematic coverage. The synthesis not 

only identified key contributions of waqf to macroeconomic stability but also 

illuminated institutional gaps and policy implications. This approach ensures that the 

conclusions are grounded in evidence, theory, and policy relevance (Yin, 2023, pp. 216–

218). 

 

Results and Discussion 
 

The findings of this study reaffirm and extend the theoretical propositions that waqf, 

when institutionally integrated and professionally managed, can significantly enhance 
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macroeconomic stability in Indonesia. Aligning with the principles of Islamic 

economics, fiscal federalism, and endogenous growth theory, waqf is not merely a tool 

for religious charity but a pivotal asset for economic transformation. The literature 

confirms that waqf can supplement fiscal policy by financing public goods and services 

without increasing government debt (Mohsin, 2020; Abdullah & Hassan, 2023). This 

complements Indonesia’s efforts to balance budgetary constraints with inclusive 

growth objectives. 

In engaging the theoretical framework, it becomes evident that the fiscal and 

redistributive functions of waqf directly interact with macroeconomic variables such as 

income inequality, consumption stability, and employment levels. Through the 

provision of essential services like education and healthcare, waqf reduces social 

inequality, thereby fostering aggregate demand stability and human capital 

development—both essential for sustained economic growth (Chapra, 2020, pp. 58–

59; Romer, 2021). Previous studies that narrowly confined waqf to microeconomic 

sectors are expanded here to include broader systemic impacts, creating a new 

dialogue within macroeconomic policy studies. 

This research also brings to light expert perspectives from institutional and Islamic 

finance stakeholders that were underrepresented in earlier studies. Interviews and 

policy reports suggest increasing interest among regulators and Islamic financial 

institutions in using waqf-based financing models such as cash waqf and waqf-linked 

sukuk to fund strategic national development goals (World Bank, 2023; Ministry of 

Finance, Indonesia, 2023). These models are gaining traction as risk-sharing 

mechanisms that align with sharia principles and provide stability during financial 

downturns, unlike interest-based instruments. 

Furthermore, this study highlights Indonesia’s unique position in the global waqf 

landscape due to its legal pluralism and decentralized governance structure. While this 

presents challenges in terms of coordination, it also provides opportunities for local 

innovation and waqf project tailoring to specific regional macroeconomic needs 

(Hasan & Huda, 2021). Previous research overlooked this decentralization as a fiscal 

advantage. This study reinterprets it as an enabler of waqf’s grassroots-based 

macroeconomic engagement. 

Finally, this general narrative affirms that waqf is a viable macroeconomic actor capable 

of addressing Indonesia’s systemic vulnerabilities, including underfunded 

infrastructure, informal sector unemployment, and income volatility. As such, the 

dialogue between theory, previous research, and newly synthesized insights converges 

on the need for waqf to be reimagined not as an auxiliary institution but as an integral 

component of Indonesia’s economic stabilization framework 

1. Fiscal Redistribution and Inclusive Growth Through Waqf  

One of the most significant findings of this study addresses how waqf influences 

Indonesia’s macroeconomic stability through fiscal and social redistributive 
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mechanisms. This finding responds to the first research question by demonstrating 

that waqf-based redistribution reduces fiscal pressure on the state while directly 

targeting structural inequality. Theoretically, this aligns with the Islamic economic 

principle of wealth circulation and fiscal federalism’s emphasis on decentralized public 

goods provision (Kahf, 2021; Musgrave & Musgrave, 2022, pp. 311–313). 

The role of waqf in inclusive growth is evident in its funding of health, education, and 

microenterprise development—sectors crucial for enhancing productivity and 

reducing long-term dependency on government transfers. Empirical studies in 

Indonesia have shown that waqf-based schools and clinics significantly reduce access 

disparities in marginalized communities (Hasan & Huda, 2021; Fatima, 2022, p. 202). 

This contributes to a more equitable distribution of opportunity, which is a cornerstone 

of macroeconomic resilience and consumption stability. 

Fiscal redistribution through waqf also improves allocative efficiency. By directly 

financing social programs without intermediaries or interest-bearing debt, waqf 

reduces fiscal leakages and ensures targeted spending. This has been particularly 

impactful in regions where formal state capacity is weak. For instance, waqf projects in 

West Java have supported housing and sanitation programs that the regional budget 

could not finance alone (Ministry of Finance, Indonesia, 2023). This decentralized 

support relieves fiscal burdens and contributes to inter-regional equity. 

Moreover, waqf’s impact on fiscal sustainability is amplified when integrated with 

national planning. The National Committee for Islamic Economy (KNEKS) has recently 

introduced strategies to align waqf with public budgeting frameworks through waqf-

based social impact bonds and targeted tax incentives (World Bank, 2023). This 

innovation turns waqf into a fiscal tool that complements budgetary cycles and 

increases fiscal space without compromising debt sustainability. Such integration 

exemplifies the theoretical potential of waqf as a counter-cyclical buffer in economic 

downturns. 

The multiplier effect of waqf-funded initiatives has also been evidenced through 

employment generation. By supporting community-based economic activities such as 

waqf-backed cooperatives and agri-financing, waqf creates sustainable livelihoods, 

which in turn stabilize household incomes and increase aggregate demand (Zaman & 

Asutay, 2020; Mohsin, 2020). These micro-level impacts aggregate to macroeconomic 

stability by reinforcing the economy’s internal consumption base and reducing 

vulnerability to external shocks. 

Nonetheless, several challenges inhibit waqf’s full redistributive potential. These 

include inconsistent regulatory standards, low public awareness, and fragmented data 

on waqf asset utilization. To overcome these, the study suggests capacity-building for 

waqf administrators, integration of waqf data into national statistics, and 

harmonization of waqf governance with fiscal decentralization laws (Abdullah & 

Hassan, 2023). These reforms would enable waqf to operate as a parallel fiscal engine 

contributing to national macroeconomic stability. 
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2. Waqf-Based Financial Models and Economic Resilience  

This part of the study addresses the second research question, examining how waqf-

based financial models can support financial system resilience and economic inclusivity 

in Indonesia. As Indonesia pursues greater integration of Islamic finance within its 

national economy, waqf-linked financial instruments offer innovative pathways to 

deepen financial inclusion, reduce systemic vulnerabilities, and strengthen monetary 

stability (Asutay, 2022, pp. 110–112). These models operate within the principles of 

risk-sharing, non-riba (interest-free), and ethical investment, which provide a counter-

narrative to conventional financial tools prone to volatility and speculative risks. 

One of the most prominent waqf-based financial models is cash waqf, which pools 

small donations into larger investment portfolios. These portfolios are managed 

professionally, with returns used to fund social services or reinvested into productive 

sectors. Empirical studies in Indonesia and Bangladesh have shown that cash waqf 

enhances capital access for small and medium enterprises (SMEs), which constitute 

over 90% of Indonesia’s economy (Mohsin, 2020; Obaidullah & Shirazi, 2022). This 

inclusion of previously unbanked populations increases liquidity circulation and 

reduces financial exclusion, which in turn contributes to macroeconomic stability. 

Moreover, innovations such as waqf-linked sukuk—Islamic bonds backed by 

endowment assets—demonstrate how waqf can support national infrastructure while 

avoiding interest-based public debt. Countries like Malaysia and Turkey have 

successfully issued such instruments to finance hospitals and schools. In Indonesia, 

pilot programs have been initiated to explore similar models, with potential to diversify 

state financing mechanisms and hedge against currency and interest rate risks (World 

Bank, 2023). These instruments are particularly useful during economic downturns 

when conventional borrowing becomes expensive or limited. 

Waqf-based financial models also facilitate counter-cyclical economic behavior. For 

instance, during the COVID-19 pandemic, several waqf institutions in Indonesia 

mobilized emergency healthcare funds and supported food security programs without 

requiring fiscal adjustments from the central government (Hasan & Huda, 2021). Such 

agility demonstrates how waqf institutions can act as fiscal shock absorbers, 

particularly in times of crisis. This aligns with fiscal federalism’s principle of localized 

fiscal autonomy, which promotes faster response times and region-specific solutions 

(Musgrave & Musgrave, 2022, pp. 311–313). 

The resilience of waqf-based finance lies not only in its structural design but also in its 

alignment with community trust and participation. Unlike commercial banks, which 

may be viewed with skepticism by rural or religious populations, waqf enjoys inherent 

legitimacy, making it an effective conduit for financial outreach (Fatima, 2022, p. 201). 

This cultural resonance amplifies its impact, especially in regions where financial 

literacy or trust in formal institutions is low. 

Digital transformation has further enhanced the scalability of waqf finance. Platforms 

such as Wakaf Digital Indonesia and crowd-funded cash waqf portals have reduced 
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transaction costs and improved transparency. These innovations facilitate real-time 

monitoring, donor confidence, and efficient allocation of resources, thereby increasing 

the volume and velocity of waqf-based financial flows (Abdullah & Hassan, 2023). 

Improved governance and reporting, aided by fintech, also mitigate risks of 

mismanagement that previously hampered waqf effectiveness. 

Despite these advantages, institutional barriers persist. These include limited 

coordination between financial regulators, inconsistent waqf asset registration, and 

lack of standardized investment guidelines. For waqf-based financial models to 

achieve systemic impact, there must be regulatory reforms to integrate waqf finance 

into the broader financial architecture. For example, Bank Indonesia and the Financial 

Services Authority (OJK) could include waqf-based instruments in their financial 

inclusion indices and risk assessment frameworks (Ministry of Finance, Indonesia, 

2023). 

In summary, waqf-based financial models have the potential to increase economic 

resilience by diversifying financing sources, promoting inclusive access to capital, and 

operating within a risk-sharing paradigm. These attributes offer Indonesia a robust 

alternative to debt-dependent fiscal strategies and deepen the role of Islamic finance 

in national economic stability. 

3. Institutional Reform for Waqf Optimization  

In addressing the third research question, this subsection examines the institutional 

and policy reforms necessary to optimize waqf’s contribution to Indonesia’s 

macroeconomic stability. The macroeconomic potential of waqf cannot be fully 

realized without a coherent and enabling institutional environment. This involves 

reforming regulatory frameworks, enhancing governance, and fostering coordination 

between state, religious, and financial institutions. Theoretical insights from fiscal 

federalism and Islamic institutional economics converge on the need for institutional 

integrity, transparency, and subsidiarity in maximizing public resource efficiency 

(Chapra, 2020, pp. 66–67; Rodden, 2023). 

One of the primary institutional challenges is legal fragmentation. Indonesia operates 

under a dual legal system that combines Islamic law and national law, resulting in 

overlapping jurisdictions over waqf assets. For instance, the Indonesian Waqf Board 

(BWI) holds national oversight, while local offices under the Ministry of Religious Affairs 

manage operational aspects. This fragmentation causes delays in asset registration, 

weak enforcement, and inconsistencies in waqf governance standards (Saad & Anwar, 

2019). Harmonizing national and regional regulations through an integrated legal 

framework would significantly enhance waqf administration and unlock dormant 

assets for economic use. 

Furthermore, institutional reform requires strengthening waqf governance through 

professionalization and capacity-building. Current waqf management is often 

undertaken by volunteers or religious leaders without formal financial training, limiting 
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strategic asset utilization (Abdullah & Hassan, 2023). Establishing waqf management 

certification programs and embedding financial literacy into religious training can 

elevate operational efficiency. Lessons from Malaysia’s Yayasan Waqaf Malaysia and 

Turkey’s Directorate General of Foundations show that professional management 

correlates with higher waqf productivity and trustworthiness (Yusof et al., 2021). 

Transparency and accountability mechanisms are also critical. The lack of audited 

financial reports and impact assessments undermines donor confidence and limits 

waqf’s scalability. Digital tools can play a transformative role here. By mandating real-

time reporting, blockchain-based waqf ledgers, and integrated performance 

dashboards, institutions can improve oversight and ensure that waqf resources are 

used effectively (Fatima, 2022, p. 205). Institutionalizing such innovations within 

Indonesia’s national waqf policy would modernize operations while respecting 

religious principles. 

Cross-sector collaboration is another area in need of reform. At present, coordination 

between the Ministry of Finance, the Financial Services Authority (OJK), the BWI, and 

regional governments is sporadic. This disjointedness hampers efforts to mainstream 

waqf into public finance and development planning. Establishing a centralized inter-

ministerial Waqf Development Council could ensure policy coherence and institutional 

synergy. This body would also be well-positioned to negotiate public-private 

partnerships and international waqf investment projects aligned with macroeconomic 

objectives (World Bank, 2023). 

Moreover, waqf must be integrated into Indonesia’s broader economic planning 

architecture. While the National Medium-Term Development Plan (RPJMN) references 

Islamic finance, it lacks detailed strategies for waqf mobilization. Incorporating waqf 

into sectoral investment plans, social protection strategies, and disaster resilience 

frameworks would reinforce its macroeconomic relevance. For example, waqf could be 

earmarked to fund climate adaptation infrastructure, reducing public exposure to 

environmental shocks and aligning with the Sustainable Development Goals (UNDP, 

2022). 

Finally, to enhance public participation and sustainability, waqf institutions must adopt 

inclusive governance models. This includes involving community stakeholders, women, 

and youth in decision-making processes. Broadening representation not only 

democratizes waqf governance but also ensures that projects are socially embedded 

and economically relevant (Obaidullah & Shirazi, 2022). Inclusion fosters innovation 

and aligns waqf development with the needs of diverse populations, enhancing its 

legitimacy and effectiveness as a tool of economic stability. 

In conclusion, institutional reform is pivotal to waqf’s optimization. Regulatory clarity, 

managerial professionalism, financial transparency, cross-sector integration, and 

inclusive governance are essential pillars for transforming waqf into a viable 

component of Indonesia’s macroeconomic framework. These reforms will enable waqf 
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to shift from a historically charitable function to a forward-looking economic 

instrument capable of driving systemic resilience and inclusive prosperity. 

 

Core Findings and Pathways Forward 
 

This study systematically addressed the three research questions concerning the 

macroeconomic roles of waqf in Indonesia. First, it demonstrated that waqf enhances 

macroeconomic stability through fiscal redistribution and inclusive growth. By 

financing public goods such as education, healthcare, and housing, waqf reduces the 

burden on state budgets and promotes equitable access to essential services. This 

redistributive role is grounded in Islamic economic principles and supported by 

Indonesia’s fiscal decentralization framework, which enables localized waqf projects to 

address region-specific development gaps. Waqf, therefore, emerges as a 

complementary fiscal instrument that contributes to aggregate demand stability and 

reduces income inequality. 

Second, the findings established that waqf-based financial models—especially cash 

waqf and waqf-linked sukuk—support financial system resilience and expand 

economic inclusivity. These models offer sharia-compliant alternatives to interest-

based finance, mitigate systemic risks through asset-backed investments, and provide 

access to capital for underserved populations. By facilitating ethical, risk-sharing 

financial intermediation, waqf instruments reduce financial exclusion and enhance the 

liquidity and depth of Islamic financial markets in Indonesia. Moreover, digitalization 

has improved the transparency and scalability of these instruments, thereby increasing 

public trust and participation. 

Third, the study found that optimizing waqf’s macroeconomic contribution requires 

comprehensive institutional reform. Legal harmonization, professional governance, 

integrated financial reporting, and cross-sector coordination are essential for 

mainstreaming waqf into Indonesia’s national development strategy. The absence of a 

unified policy framework and weak institutional capacity currently limits waqf’s 

systemic impact. Addressing these constraints would enable waqf to transition from a 

supplementary charitable function to a strategic economic stabilizer. 

The theoretical implications of this research are multifaceted and contribute to both 

Islamic economic theory and broader public finance literature. First, this study expands 

the frontiers of Islamic economic thought by positioning waqf as a macroeconomic 

variable capable of influencing aggregate fiscal outcomes, not merely as a micro-level 

charitable mechanism. By situating waqf within the framework of macroeconomic 

policy discourse, the research bridges the long-standing divide between normative 

Islamic ethics—rooted in distributive justice, mutual solidarity, and ethical 

stewardship—and the structural imperatives of modern economics such as stability, 

growth, and equity. This synthesis helps reframe waqf not only as a religious institution 
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but also as a fiscal and developmental tool that can address complex, systemic 

challenges faced by contemporary Muslim-majority economies. 

Second, the study contributes meaningfully to the theory of fiscal federalism by 

illustrating how decentralized religious finance, particularly waqf, can enhance public 

sector performance and intergovernmental coordination. In Indonesia’s context of 

asymmetric decentralization, where subnational governments often struggle to meet 

development mandates due to uneven resource allocation, waqf offers a 

complementary financing avenue. It provides localized, need-sensitive capital that 

aligns with communal priorities and values. This adds a new layer to fiscal federalism 

theory, suggesting that informal, religiously sanctioned funds—when effectively 

integrated—can play a stabilizing and distributive role within pluralistic governance 

frameworks. It opens a theoretical debate on how sacred endowments interact with 

state mechanisms in hybrid financial systems. 

From a practical perspective, the findings underscore a series of actionable insights for 

policymakers, regulators, and development planners. Chief among them is the need to 

formally integrate waqf into national development planning instruments such as the 

Medium-Term Development Plan (RPJMN), fiscal blueprints, and SDG-aligned 

strategies. Institutionalizing waqf in this manner would ensure strategic alignment with 

national priorities, increase resource efficiency, and legitimize waqf as a public interest 

mechanism. In parallel, regulatory frameworks must be modernized and harmonized 

to provide clear legal pathways for waqf-based financial innovation. Guidelines for cash 

waqf, waqf-linked sukuk, asset securitization, and digital transparency need to be 

developed under joint religious and financial oversight. 

Additionally, this research recommends fostering public-private partnerships (PPPs) to 

scale waqf projects, particularly in areas such as affordable housing, healthcare, 

renewable energy, and rural education. Collaborations with Islamic financial 

institutions, philanthropic foundations, tech startups, and local governments can 

mobilize resources, distribute risk, and accelerate impact. Crucially, capacity-building 

programs are required to professionalize waqf managers (nazhir), equip them with 

modern financial and governance skills, and integrate them into national 

accountability systems. The role of civil society organizations and academic institutions 

in monitoring, training, and evaluating waqf operations also merits greater institutional 

support. 

This research makes an original and timely contribution to the field by offering a 

cohesive conceptual framework that articulates the fiscal, financial, and institutional 

dimensions of waqf within a macroeconomic context—an area that has remained 

underdeveloped in both Islamic economics literature and Indonesian policy studies. By 

refining conceptual understandings, proposing integrative policy pathways, and 

identifying empirical touchpoints, the study creates a foundational basis for future 

interdisciplinary research and practical experimentation. In repositioning waqf as a 

macroeconomic actor, the research not only enriches Islamic economic scholarship but 

also opens new policy frontiers for developing and emerging economies seeking 
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inclusive, ethical, and sustainability-oriented growth models rooted in cultural and 

religious legitimacy. 

 

Conclusion 
 

This study has thoroughly examined the multifaceted role of waqf in advancing 

macroeconomic stability in Indonesia, revealing its strategic value across fiscal, 

financial, and institutional dimensions. As a fiscal instrument, waqf exhibits significant 

potential in redistributing wealth and mitigating economic disparities, particularly in 

regions with chronic underinvestment and limited state capacity. By complementing 

government expenditures, waqf institutions can finance public goods and social 

services—such as education, healthcare, and poverty alleviation—without placing 

additional burdens on the national budget or contributing to debt accumulation. In 

the context of Indonesia’s decentralized governance system, the incorporation of waqf 

into regional fiscal frameworks holds promise for reducing inter-regional inequalities 

and enhancing the responsiveness of public service delivery. This aligns with Islamic 

economic ethics, where wealth circulation and communal benefit are paramount, and 

suggests that waqf could be institutionalized as a long-term mechanism for inclusive 

and sustainable development. 

The financial dimension of waqf has also emerged as a critical avenue for promoting 

systemic stability and ethical financial inclusion. The development of waqf-based 

financial instruments—particularly cash waqf, waqf shares, and waqf-linked sukuk—

offers a Shariah-compliant alternative to conventional interest-based models, reducing 

exposure to speculative volatility while maintaining investment productivity. These 

instruments not only mobilize dormant philanthropic capital but also expand the 

financial participation of low-income and marginalized populations through low-risk, 

purpose-driven portfolios. Furthermore, the integration of digital technologies and 

fintech platforms has enhanced the accessibility, transparency, and traceability of waqf 

transactions, increasing donor trust and enabling broader participation from both 

domestic and international stakeholders. As these innovations mature, waqf could 

evolve into a foundational pillar of Indonesia’s ethical finance ecosystem. 

At the institutional level, the study identified governance reform as a precondition for 

unlocking the full potential of waqf. Despite its long-standing presence in Islamic 

civilization, modern waqf institutions in Indonesia face regulatory fragmentation, weak 

accountability structures, and limited coordination among state and religious agencies. 

Legal harmonization across national and regional jurisdictions is essential to remove 

ambiguities, streamline asset registration, and provide legal certainty for investors and 

donors. Equally important is the professionalization of nazhir (waqf managers), who 

require standardized training, performance metrics, and oversight mechanisms to 

ensure competent and transparent asset stewardship. Embedding waqf into national 

development planning—through strategic inclusion in budgeting, poverty reduction 
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strategies, and sustainable development roadmaps—would allow waqf to serve as a 

macroeconomic stabilizer that is both faith-driven and policy-relevant. 

In light of these findings, this study urges policymakers to develop a comprehensive 

national waqf strategy that integrates fiscal, financial, and institutional considerations. 

Key recommendations include establishing a legal framework to facilitate the issuance 

of waqf-linked financial products, creating enabling environments for public-private 

partnerships in waqf project development, and ensuring that waqf assets are aligned 

with national and local economic priorities. Moreover, stronger inter-ministerial 

coordination—particularly among ministries of finance, religious affairs, national 

planning, and local governments—is needed to foster policy coherence and 

implementation efficiency. For future research, empirical inquiries into waqf’s 

macroeconomic effects—using spatial econometrics, time-series analysis, and sectoral 

case studies—are essential to validate theoretical claims and inform data-driven 

policymaking. Special attention should be given to the resilience of waqf models in 

responding to economic shocks, such as climate disasters, pandemics, or inflationary 

pressures. Ultimately, this study positions waqf not merely as a religious legacy, but as 

a dynamic instrument of economic transformation and social equity in Indonesia’s 

development landscape. 
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