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Abstract

Wagf has long been recognized as a crucial instrument in Islamic social finance that
was viable in supporting socio-economic growth. Despite the vast potential of waqf
assets in Malaysia, their utilization remained suboptimal. Additionally, significant
social and economic gaps persisted, particularly in the rural regions of Peninsular
Malaysia and East Malaysia. This study explored the role of waqf in supporting social
empowerment in Malaysia, identified key challenges hindering its optimal utilization,
and proposed strategic solutions to overcome these challenges and enhance its impact.
Semi-structured interviews were conducted with stakeholders from key wagf
institutions in selected states in Malaysia using a qualitative-exploratory research
approach, while secondary data were also used to complement the findings. The
findings highlighted that waqf had an impact on the enhancement of society’s welfare
through primary sectors, including social benevolence, education, health care, and
socio-economics, while also reducing dependency on government funding. However,
the utilization of wagf was highly influenced by the economic conditions and social
needs of each region, where economically constrained regions tended to allocate waqgf
for religious functions and basic socio-economic needs. Furthermore, the benefits of
wagf were still hindered by various structural and operational constraints. To address
these challenges, this study suggested increasing public awareness and developing a
wagf funding system through cash waqf. By optimizing the role of waqf in social
empowerment, Malaysia could promote inclusive development for society and ensure
sustainable prosperity for future generations.

Keywords: Wagf, Social Empowerment, Islamic Social Finance, Malaysia



Abstrak

Wakaf telah lama diiktiraf sebagai instrumen penting dalam kewangan sosial Islam
yang berdaya maju dalam menyokong pertumbuhan sosio-ekonomi. Walaupun aset
wakaf di Malaysia mempunyai potensi yang besar, penggunaannya masih kekal tidak
optimum. Selain itu, jurang sosial dan ekonomi yang ketara masih wujud, terutamanya
di kawasan luar bandar Semenanjung Malaysia dan Malaysia Timur. Kajian ini
meneroka peranan wakaf dalam menyokong pemerkasaan sosial di Malaysia, mengenal
pasti cabaran utama yang menhalang penggunaannya secara optimum, serta
mencadangkan penyelesaian strategik untuk mengatasi cabaran ini dan meningkatkan
impaknya. Temu bual separa berstruktur telah dijalankan dengan pihak berkepentingan
daripada institusi wakaf utama di negeri-negeri terpilih di Malaysia menggunakan
pendekatan penyelidikan kualitatif-penerokaan, manakala data sekunder turut
digunakan bagi melengkapkan dapatan kajian. Hasil kajian menekankan bahwa wakaf
memberi impak kepada peningkatan kesejahteraan masyarakat melalui sektor utama,
termasuk kebajikan sosial, pendidikan, penjagaan kesihatan, dan sosio-ekonomi, di
samping mengurangkan kebergantungan kepada pembiayaan kerajaan. Walau
bagaimanapun, penggunaan wakaf sangat dipengaruhi oleh keadaan ekonomi dan
keperluan sosial di setiap kawasan, di mana kawasan yang kurang berkemampuan
secara ekonomi cenderung untuk memperuntukkan wakaf kepada fungsi keagamaan
dan keperluan sosio-ekonomi asas. Selain itu, manfaat wakaf masih terhalang oleh
pelbagai kekangan struktur dan operasi. Bagi menangani cabaran ini, kajian ini
mencadangkan peningkatan kesedaran masyarakat serta pembangunan sistem
pembiayaan wakaf melalui wakaf tunai. Dengan mengoptimumkan peranan wakaf
dalam pemerkasaan sosial, Malaysia dapat mempromosikan pembangunan inklusif
untuk masyarakat serta memastikan kemakmuran yang mampan bagi generasi akan
datang.

Kata Kunci: Wakaf, Pemerkasaan Sosial, Kewangan Sosial Islam, Malaysia
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CHAPTER ONE

INTRODUCTION

1.1. Background of the Study

Amidst inequalities in society increasing globally and the economic challenges
that the world faces, with the growth rates below the pre-pandemic averages, initiatives
will require not only short-term responses but also benefits that could last long into the
future (United Nations, 2025). Islam considers waqf unique philanthropy instrumental
in social finance needed to resolve pressing issues in society today. Historically, wagf
has emerged as a viable instrument in supporting socio-economic growth, especially in
education, infrastructure, and healthcare development, making it an important structure
in community development (Habib, 2004). At present, waqf has enormous potential as
shown in the worth of its assets which are assessed globally between RM418 billion

and RM4.18 trillion (World Bank Group et al., 2019).

The significance of waqf lies in its capacity to address societal needs
sustainably. According to Zakia et al. (2024), wagf aims to ensure a consistent long-
term flow of funds to support various societal needs. Unlike other charitable forms,
wagf is permanent, which ensures a continuous stream of benefits from dedicated assets
without diminishing their principal value or being transferred. This distinctive feature
makes waqf a powerful tool for alleviating poverty, aiding disadvantaged groups, and

fostering long-term socio-economic development (Sadeq, 2002).

In the realm of social empowerment, wagf plays a crucial role. It can fund
educational initiatives, healthcare services, and social rehabilitation efforts.

Furthermore, waqf can be utilized for job training and entrepreneurship programs aimed
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