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This paper explores the concept of productive wagqf as a sustainable
financial instrument within the framework of Islamic Sustainable
Development Goals (Islamic SDGs). The literature review analyzes
various scholarly works on productive waqf, focusing on its potential
to generate income through investment in income-generating ventures,
such as real estate and social enterprises. The review identifies key
benefits of productive waqf, including its alignment with poverty
alleviation, education, healthcare, economic empowerment, and
environmental sustainability. Despite its potential, challenges such as
legal barriers, governance issues, and public awareness remain
significant obstacles. The paper highlights the need for regulatory
reforms, professional management, and public education to unlock the
full potential of productive waqf. It concludes that with proper
reforms, productive waqf can play a pivotal role in achieving
sustainable development goals within the Islamic context.
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1. INTRODUCTION

In recent years, there has been a
integrating Islamic
sustainable

growing interest in
financial instruments

However, in its productive form, waqf is
utilized to generate income from the donated
assets, which can then be reinvested into
various community-driven projects, fostering
economic growth and social welfare. This

development strategies, particularly through
the lens of the United Nations' Sustainable
Development Goals (SDGs). Among these
instruments, productive waqf has gained
prominence as a promising approach to
address  both  financial and  social
sustainability in Muslim-majority countries.
Waqf, traditionally viewed as a charitable
endowment in Islam, is a concept that has
been utilized for centuries to fund
educational, social, and religious projects.

approach not only supports financial
sustainability but also addresses social
objectives, making it a valuable tool in
Muslim-majority countries aiming to achieve
the SDGs. Islamic finance principles,
including those underpinning wagqf, align
closely with the SDGs, particularly in
promoting social welfare and financial
inclusion [1], [2]. Productive waqf can
contribute to several SDGs by creating jobs,
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increasing income, and reducing poverty
through investments in productive sectors [3].
The economic and social impact of productive
wagf lies in its ability to improve community
economies by generating benefits from waqf
assets that can be reinvested into local
projects, supporting the creation of new jobs
and income opportunities, and contributing
to poverty reduction and economic stability
[3]. Given the transformative nature of the
SDGs, mobilizing all possible resources is
essential, and Islamic finance—including
wagqf—can play a significant role in this effort
[4]. By leveraging Islamic financial
institutions and capital markets, productive
waqf can enhance financial inclusion and
stability, reducing risks and vulnerabilities for
the poor [4]

The concept of productive waqf
aligns closely with the objectives of Islamic
Sustainable Development Goals (SDGs), a set
of targets that merge the ethical teachings of
Islam with the global agenda for sustainable
development. Unlike conventional SDGs that
primarily address economic, social, and
environmental dimensions, Islamic SDGs
incorporate values such as justice (Adalah),
equity (Maqashid al-Shariah), and
environmental responsibility (Hifz al-Bi'ah).
Through this framework, productive waqf
provides an alternative and ethically
grounded model for financing development
initiatives, ensuring that investments uphold
social equity, economic justice, and
environmental stewardship. This model is
particularly significant in Muslim-majority
countries, where waqf can be harnessed to
address socio-economic disparities and
ecological challenges while remaining faithful
to Islamic teachings and global sustainability
imperatives. Productive waqf can be utilized
to establish various income-generating
projects such as business shops, gas stations,
and housing, contributing to economic
empowerment and community welfare [5]. By
optimizing waqf assets, it is possible to
mitigate economic issues like unemployment
and inequality, thereby strengthening local
welfare systems [6]. Moreover, integrating
waqf with SDG 11, which emphasizes

sustainable cities and communities, highlights
the role of environmental preservation in
development planning, in line with the
Islamic principle of Hifz al-Bi'ah [7]. Wagqf
models that incorporate environmental
concerns can significantly aid sustainable
urban development, as evidenced by expert
evaluations [7]. Furthermore, wagqf resonates
with the magqasid al-shariah, which
underscores justice and equity, ensuring that
development efforts are both inclusive and
fair [8], while the Islamic principle of public
interest (maslahah) supports waqf as a tool for
promoting just and equitable resource
distribution [9].

This paper aims to explore the role of
productive waqf as a sustainable financial
instrument within the framework of Islamic
SDGs. By reviewing existing literature on the
topic, this study will analyze how productive
wagf can contribute to achieving both Islamic
and global SDGs. It will also investigate the
various challenges and opportunities that
come with implementing productive waqf
models in contemporary Islamic finance, with
a particular focus on governance, operational
models, and stakeholder involvement.

As the global community faces
pressing challenges such as poverty,
inequality, environmental degradation, and
insufficient access to essential services like
healthcare and education, the potential of
Islamic financial instruments such as
productive waqf becomes ever more
significant. By utilizing waqf as a source of
sustainable income and reinvestment,
communities can address these challenges in
a way that adheres to Islamic ethical teachings
while contributing to global development
goals.

2. LITERATURE REVIEW

2.1. The Concept of Waqf and its Evolution
The concept of productive waqf
modernizes the traditional waqf system by
utilizing assets for income-generating
activities, transforming it into a tool for
sustainable community development. This
model addresses the limitations of classical
waqf by offering continuous funding for
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socio-economic projects and enhancing
financial empowerment, particularly in times
of economic uncertainty [10]. Investments in
real estate, businesses, and other ventures
allow wagf assets to generate returns that are
reinvested into community development,
ensuring long-term impact [5], [11]. Modern
models such as cash waqf, wagqf shares, and
corporate waqf aim to boost capital and
service provision [11]. However, maximizing
its potential requires effective management
and addressing issues like mismanagement
and corruption [12]. Challenges such as state
intervention and the need for governance
reform also persist, with proposals to
distinguish religious and secular wagqf for
better administrative efficiency [12], [13].
2.2. Theoretical Foundations of Productive
Waqf

Productive wagf, grounded in Islamic
finance and Magqasid al-Shariah, promotes
public welfare by using waqf assets for
income-generating ventures that support
economic growth and align with Islamic
SDGs. This model helps reduce poverty,
create jobs, and encourage sustainable
resource use [3], [10]. Practical
implementations include businesses like
shops, gas stations, and hotels that contribute
to socio-economic development [5]. To ensure
impact, strong governance, transparency, and
professional management are essential, while
technological innovations offer tools to
enhance waqf efficiency [14].

3. METHODS

This study adopts a qualitative
research design through a literature review
analysis, which serves as a foundational
method for gaining a comprehensive
understanding of the existing body of
knowledge on productive waqf and its
relation to Islamic Sustainable Development
Goals (SDGs). The review focuses on
exploring  the  evolution,  theoretical
foundations, practical applications, and
challenges associated with productive waqfin
the context of Islamic finance. Using a
descriptive approach, the research identifies
key themes, trends, and debates within the

literature to systematically assess the
strengths and limitations of existing studies.
Data were collected from reputable academic
sources, including journal articles, books, and
reports obtained through databases such as
Google Scholar, JSTOR, Scopus, Springer, and
ScienceDirect. = The search  prioritized
literature published in the last two decades in
English and included perspectives from both
Islamic and non-Islamic countries. Studies
focusing solely on traditional, non-productive
waqf or lacking rigorous academic
methodology were excluded. In total, 50
relevant sources were selected for detailed
analysis based on their contributions to the
understanding of productive waqf and its
alignment with Islamic SDGs.

Thematic analysis was employed to
analyze the selected literature, involving
familiarization with the data, coding, theme
identification, synthesis, and  critical
evaluation. Initial readings helped the
researcher identify recurring topics such as
governance, financing mechanisms, and
strategic alignment with Islamic SDGs. Key
phrases and arguments were then coded and
grouped into thematic areas, including: the
definition and evolution of productive waqf,
its  theoretical foundations, real-world
applications, governance and management
issues, and its specific contributions to Islamic
SDGs like poverty alleviation, education, and
sustainability. =~ Through
synthesis, the study integrated findings from
various sources to reveal insights into
implementation practices and the
effectiveness of productive waqf models
across different contexts. The literature was
also critically evaluated to identify research
gaps, contradictions, and  contextual
challenges, offering a roadmap for future
studies and highlighting the need for
empirical evidence to strengthen the
theoretical claims around productive wagf's
developmental role.

environmental

4. RESULTS AND DISCUSSION

4.1. Results: Key Findings from the Literature
Based on the literature reviewed,
several key themes emerged concerning the
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implementation, challenges, and potential of
productive wagqf in advancing Islamic
Sustainable Development Goals (SDGs). The
transformation of waqf from a traditional
charitable endowment into a strategic
financial tool has significantly contributed to
sustainable development, particularly in
poverty  alleviation,  education, and
healthcare. This evolution has been supported
by innovative mechanisms such as cash waqf,
stock waqf, and micro waqf banks, which
enhance welfare outcomes and financial
inclusion [14]. In Indonesia, Sharia stock wagqf
is used to fund religious and social programs,
while Malaysia employs share offerings to
support specific initiatives [15]. The
expansion of wagf to cover education, health,
and infrastructure further contributes to SDGs
[16]. However, realizing the full potential of
productive waqf depends on robust
governance, transparency, and professional
management. Outdated regulations, low
public awareness, and inconsistent legal
frameworks remain key barriers, especially in
Indonesia and Malaysia [14], [15], [17].
Reforms and capacity building for waqf
managers are essential to strengthen
transparency and efficiency [20].

Successful case studies from Malaysia
and Indonesia highlight the potential of
productive waqf when supported by
institutional =~ reforms and innovative
strategies. Real estate-based waqf investments
and waqf-funded microfinance programs
have  empowered communities and
supported public welfare [5], [18]. The
integration of technology, particularly
blockchain, is increasingly recognized for
enhancing transparency and operational
efficiency in waqf governance [18]. These
innovations enable productive wagf to play a
vital role in job creation, the delivery of social
programs, and fostering economic resilience,
especially in urban development contexts
[19]. Overall, the growing body of evidence
underscores the transformative potential of
productive wagqf as a complementary tool to
conventional development strategies within
the framework of Islamic finance and SDGs.

4.2, Discussion

The findings from the literature
indicate that productive waqf holds
considerable potential as a sustainable
financial instrument within the framework of
Islamic Sustainable Development Goals
(SDGs). By channeling waqf assets into
income-generating ventures, this model
creates a continuous funding stream for
community development initiatives, aligning
with Islamic financial principles centered on
sustainability, social justice, and public
welfare. In particular, productive wagqf
addresses SDG 1 (No Poverty) and SDG 10
(Reduced Inequalities) through long-term
support for social services like education,
healthcare, and microfinance, helping
individuals and marginalized communities
achieve economic independence [20]. It also
contributes to SDG 8 (Decent Work and
Economic Growth) by funding
entrepreneurship and SMEs, stimulating local
economies and promoting inclusive growth.
In Malaysia and Indonesia, productive wagqf
has empowered small-scale entrepreneurs
and created job opportunities. Moreover,
wagf plays a crucial role in advancing SDG 4
(Quality Education) and SDG 3 (Good Health
and Well-being) by funding scholarships,
educational institutions, and healthcare
facilities, ensuring long-term access to
essential services without reliance on state or
donor funding [19], [21]. The potential to
support SDG 13 (Climate Action) is also
notable, with scholars highlighting the
investment of wagqf funds in renewable
energy, conservation, and sustainable
agriculture [6], [10], aligning with broader
environmental sustainability efforts.

However, realizing the full potential
of productive waqf requires overcoming
persistent challenges. One of the primary
issues is governance; many wagqf institutions
face limitations in transparency,
accountability, and managerial expertise,
which hampers the effective use of waqf
assets. [20] emphasize the importance of
establishing professional governance
structures to ensure ethical and efficient
administration ~of waqf investments.
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Additionally, outdated legal frameworks in
various countries restrict the ability of waqf
institutions to engage in innovative and

profitable ventures. Legal reforms are
therefore essential to modernize wagqf
regulations and support more flexible

investment models. Looking forward, future
research should prioritize empirical studies

that assess the real-world impact of
productive waqgf on Islamic SDGs. Case
studies of successful implementations and
cross-country comparisons can offer insights
into best practices, identify context-specific
barriers, and guide policy recommendations
to scale up the effectiveness and reach of

productive wagf globally.
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