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Abstract

In the early years of Islamic civilization, the Waqf institution served
many important purposes for Muslims, offering essential services
across various sectors. However, the role of Waqf has declined since
the 19th century. At the present time, most Waqf properties have
been neglected, become unproductive, or illegally occupied. As a
result, the Waqf institution s ability to provide crucial services has
weakened considerably. However, according to estimates, the global
value of Wagqf assets ranges from USD 100 billion to USD 1 trillion.
This means that if used correctly, Waqf has the potential to improve
the lives of Muslims significantly. This paper discusses some of the
challenges that the Wagqf institution must overcome in order to, once
again, regain its crucial position in the Muslim community.
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Introduction

Wagf has played a crucial role in alleviating poverty and suffering in Muslim
communities since the early years of Islamic civilization. By the 16th century, Waqf
properties were estimated to comprise half of the real estate properties in Muslim
states (Hallaq, 2013, p.150) and were significantly assisting the state with providing
food, health, education, and employment opportunities in the Muslim world (Kahf,
2016; Dafterdar, 2021). During the 19th century, the Waqf institution experienced
a decline due to the impact of colonialism (Abdur-Rashid, 2021; Baqutayan et al.,
2018). After the independence of Muslim countries, however, Awqaf properties were
nationalized, which resulted in the neglect and deterioration of Waqf properties and
eventually of the Waqf institution as a whole (Abdur-Rashid, 2021). The history
and significant socioeconomic influence of the Wagqf institution on Muslim society
has unfortunately been largely forgotten (Abdur-Rashid, 2021, pp. 66—67).

Since the beginning of the 20th century, many Muslims have suffered
immensely, and many governments have proven incompetent and incapable of
adequately addressing the needs of their people (Abdur-Rashid, 2021). Recognizing
the unique ability of the Wagqf institution to provide services, redistribute wealth,
and address socioeconomic issues, Muslim communities have made significant
efforts to revive and, once again, uphold its legacy. Today, Waqf lands make up
over one-third of the cultivable lands in Muslim nations (Al-Amine, 2019), and the
value of Wagqf assets worldwide is estimated to range between USD 100 billion to
USD 1 trillion (Al-Amine, 2019).
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To fully realize the potential of Waqf and restore it to its former glory,
however, we must first address the obstacles that have been holding it back. This
paper briefly discusses the challenges that have been impeding the advancement
of the Waqf institution in Muslim countries and suggests a better way forward.
The lack of awareness of Waqf, ineffective management, inadequate transparency,
the disorganization of Waqf records, the absence of a comprehensive regulatory
framework, and the insufficiency of funds are all factors holding the Waqf institution
back and hindering its progress.

Although those hindrances are common among the different Muslim
nations, some countries are faring better than others when it comes to addressing
them; consequently, the challenges vary in severity from nation to nation. For
example, Lebanon, Turkey, Jordan, Kuwait, Sudan, and Algeria are working toward
revitalizing the Wagqf institution by enacting new laws and creating incentives for
individuals to create new Awqaf (Kahf, 2016, p. 7).

The Challenges Facing Waqf Today
Mismanagement of Waqf Assets

The erosion of trust in the Wagqf institution can be largely attributed to the
mismanagement of its assets. This mismanagement is often due to either corrupt
practices or the incompetence of the Waqf manager(s), known as “Mutawalli(s)”
or “Nazir(s).” The trustworthiness of administrators is a commonly cited concern
when it comes to establishing Awqgaf. Donors are often very skeptical about how
their donations will be used and how their Waqf assets will be managed because
there are many instances where Waqf managers abused their powers for personal
gains, depleting Waqf assets and giving the Waqf institution a bad name (Aly, 2016,
p. 161). A lack of transparency, disorganized and missing records, and inconsistent
registration of Waqf properties create many opportunities for corruption to occur.

Themanager ofa Waqf(Mutawalli) is responsible for protecting, maintaining,
and overseeing the management of the Waqf in accordance with its deed. It is
also essential for the Mutawalli to possess the necessary expertise to maximize
returns on these assets in order to maintain a Waqf and ensure their sustainability.
Unfortunately, there is a notable shortage of qualified professional Waqf managers
with the essential skills to invest these assets effectively. (Abd Mutalib & Maamor,
2018). On the other hand, trust managers who are knowledgeable in the field of
investment may not have the essential understanding of Islamic law to manage
Wagqf assets in accordance with Sharia (Dafterdar, 2021, p. 42). Therefore, one of
the primary reasons why endowers hesitate to establish a Waqf is the lack of trust
in the competence, morality, and business acumen of Waqf managers (Hassan et
al., 2019).

Encroachment

The usurpation of Wagqf properties is a frequent occurrence that can happen
due to the actions of Waqf managers, the heirs of the endower (as cited in Ismail
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et al., 2015, p. 615), or even neighbors who notice that the assets have been left
unattended for an extended period. For example, in India, a non-Muslim country
believed to have the largest number of Waqf properties,' 70-80% of Waqf lands are
said to be occupied illegally (Rasool, 2017, p. 7).

Lack of Transparency and Accountability

The issue of transparency and accountability has been a significant
challenge in the administration of Wagqf in the Muslim world. The inaccessibility of
information regarding the status of certain government-administered Awqaf makes
it susceptible to fraudulent activities and corruption. However, some practitioners
still view the imposition of stringent corporate governance standards as an
unnecessary expense arguing that the restrictions imposed by Sharia, coupled with
the conditions specified in the Waqf deed by the wagqif, provide all the necessary
governance (Dafterdar, 2021, p. 43).

Lack of a Comprehensive Regulatory Framework

Establishing a comprehensive legal framework for Waqf is a pressing
challenge. While the Waqf deed is crucial for its formation, it may not always
exist, especially if the Waqf was verbally established and remained undocumented.
Unfortunately, many Awqaf properties are undocumented and unregistered, which
inevitably leads to disputes that further undermine trust in the Waqf institution. It’s
important to mention that countries like Malaysia, Indonesia, Saudi Arabia, and the
UAE have made notable progress in revamping their laws and creating a suitable
legal environment that propells the Waqf institution forward (Hassan et al., 2022).

Government Policies

Some government policies inadvertently inhibit the development of the
institution of Wagqf. Restrictions on Cash Waqf are an example of that. This is often
based on the fact that some schools of Islamic jurisprudence opine that cash is an
invalid subject matter for Waqf (Rafiqi, 2018). They believe that the asset must
be endowed in perpetuity and that this requirement is not met in the case of Cash
Wagf. Other scholars allow Cash Waqf because it is capable of tapping into a much
wider pool of funds since ordinary people can also donate and contribute smaller
amounts (Saiti et al., 2021, p. 270). The successful use of Cash Waqf in Turkey
has led policymakers in other Muslim nations to reassess its potential as a valuable
public resource. (Azrak, 2022).

1 A government-commissioned report of Sachar Committee (2006) showed that in India, there are around
500,000 Awqaf that have been registered, and collectively, they hold 600,000 acres of land and are estimated
to have a market value of around $25 billion.
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Lack of Awareness

It has been observed that a large number of Muslims are unaware of the
concept of Waqf (Ahmad, 2019). They remain oblivious to the fact that Waqf can
serve as a powerful tool for wealth redistribution and fail to recognize the vast
tracts of land that have been accumulated over generations through these perpetual
Awqaf properties (Lampatan, 2022; Jalil, 2020).

Insufficiency of Funds

There are numerous Wagqf assets that remain unproductive and unutilized,
consequentially failing to generate revenue that could cover their expenses (Yousef
etal.,2019; Ismail etal., 2015, p. 616). It is common for Waqf properties to be rented
out at low rates, and unfortunately, there are instances where the managers neglect
to collect rent altogether (Ismail et al., 2015, p. 615). In order to maintain the Waqf
asset and effectively serve its beneficiaries, Waqf managers must seek profitability
while striving to achieve a harmonious balance between social impact and financial
sustainability (Dafterdar, 2021, p. 45). The inability to generate income means that
Wagqf properties will not be maintained.

Recommendations
State Management of Awqaf

When governments manage Awgqaf, as in the case of Egypt, over-
bureaucratization and politicization become inevitable. Hiring unmotivated,
unskilled staff who lack any strategic financial vision or the skills to grow the
Wagf assets results in meager revenues that are insufficient to cover the costs of
maintaining the assets (Aly, 2016, p. 160). The lack of trust in the government and
the perception that Wagqf officials are “political appointees™ further deepens the
public’s skepticism about Awgaf (Ahmad, 2019, p. 346).

The Incompetence of Waqf Managers

Individuals seeking to become Waqf managers must undergo rigorous
courses and training in investment, project management, and fundraising, not only
Islamic studies (Abd Mutalib & Maamor, 2018, p. 39). These skills have become
increasingly vital with the resurgence of cash Waqf and corporate Waqf, making
them indispensable for fulfilling the duties of a Mutawalli. Scholars have proposed
an “International Awqaf Development Center” to provide training and research for
managers from all OIC countries, reflecting the growing demand for such a facility
(Billah, 2021).
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Encroachment

Establishing a web-based registration system, where records can be
maintained and easily accessible and retrievable, can help mitigate the cases of
encroachment and legal invasion of Waqf properties (Rasool, 2017).

Transparency and Accountability

As the trend in establishing Waqf moves toward cash Waqf and digital
money, it becomes more and more important to maintain transparent and proper
record-keeping (Amadu & Billah, 2021). Information about Waqf assets, their
usage in accordance with deeds, public records, and the disbursed Waqf funds must
all be accessible to inspire trust and establish the credibility of Waqf once more
(Ayedh et al., 2019; Aly, 2016, p. 164).

The Regulatory Environment

Creating a regulatory environment that instills confidence, motivates donors
to contribute, and promotes ethical conduct among employees, volunteers, and
mutawallis is crucial (Dafterdar, 2021, pp. 42—44). Relying solely on Sharia law
is not sufficient for providing a legal framework. With the marketplace becoming
more complex, the regulator must constantly update laws and eliminate any
loopholes to ensure that trust and credibility in Waqf are restored. Governments
should reconsider policies that restrict Waqf, including those that prohibit the use of
cash Waqf. Allowing the establishment of cash Waqf can help resolve the problem
of insufficient funds since certain benefactors may not possess real estate but have
the financial means to establish a cash endowment or contribute to one. The benefits
of Cash Waqf outweigh any juristic concerns as long as the endowment is invested
in a Sharia-compliant manner. Moreover, encouraging the establishment of Awqaf
through providing tax benefits for endowers can significantly help the government
in providing services and meeting the socioeconomic needs of its constituents (Jalil,
2020, p. 83).

Lack of Awareness

Wagf has not been adequately promoted by governments, civil society, the
media, or the religious leadership in Muslim countries. Studies conducted in Muslim
countries have revealed that many lay Muslims are unaware of the concept of Waqf
and its potential impact on public service provision and addressing socioeconomic

needs (Aly, 2016, pp. 161, 164).
Insufficiency of Funds
In order for the institution of Waqf to be successful in any country, it requires

a sustainable source of revenue. Relying solely on donations is not enough for
Wagqf to reach its full potential. Commercial activities and investments are essential
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for its success. Selling goods and services at a profit allows Waqf properties to
thrive and generate more wealth for its beneficiaries. As a wealth redistributive
mechanism, the function of Wagqf is to use the resources provided by the rich to
address the needs of the poor. The aim of investing Waqf assets is not to enrich
shareholders but to support as many beneficiaries as possible. Ensuring profitability
is critical for the continuation of the services provided by Wagqf assets. Without it,
the resources will inevitably be depleted, leaving its beneficiaries without support.
Therefore, financial sustainability should be one of the main goals. Waqf manager,
however, must limit their investments to profitable low-risk and Sharia-compliant
projects (Aly, 2016, p. 165).

The Kuwaiti government established the Kuwait Public Awqaf Foundation
(KPAF) to manage all Awqaf-related matters. It utilizes the Wagqf resources for
profitable investments and then allocates a portion of the earnings to increase the
capital being invested in Wagqf assets (Khalil et al., 2014). This ensures not only the
sustainability of the assets but also their development and growth.

Conclusion

During the early stages of Islam, the Waqf system played a crucial role
in supporting the Islamic state by providing essential services like education
and healthcare all over the Muslim world. In the 19th and 20th centuries, the
proliferation of colonialism, nationalism, government takeover of Waqf properties,
and the implementation of secular laws led to the decline of the Waqf system as it
was traditionally known in the Muslim world. (Mohsin & Islamil, 2005). Today,
with the growing needs of Muslim communities around the world and the inability
of governments to address them, the need for the revival of the Waqf institution has
become imperative. However, to return Wagqf to its past glory, we must address the
issues that have been hindering its progress. Waqf Managers must acquire training
not only in Islamic studies but also in business administration, investment strategies,
fundraising, and law. Proper record-keeping and Awqaf property registration must
be centralized, web-based, transparent, and easily accessible in Muslim nations, for
legal purposes. The media, civil society, religious institutions, and the government
are all tasked with promoting and raising awareness of the Wagqf institution, its
former glory, and its potential future. Addressing these issues is essential to restore
credibility in the institution and address the problem of the insufficiency of funds to
maintain its properties. Only then can the Waqf institution, once again, become the
backbone of the Muslim community.
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