CHAPTER 1
INTRODUCTION

1.1 Research Background

The rapid acceleration of economic growth in Indonesia has
brought significant challenges, especially in ensuring that this growth
is inclusive and benefits all segments of society. As productivity
increases and new economic sectors emerge, the demand for decent
work, fair wages, and equal access to economic opportunities continues
to rise. Unfortunately, the reality shows that many communities still
face structural barriers, including limited access to productive assets,
uneven economic opportunities, and persistent inequality in
employment and income distribution.!

Figure 1: Economic Growth Indonesia Quarter 12025
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Economic challenges such as unequal access to productive
resources, limited decent job opportunities, and disparities in income
distribution are deeply interconnected and therefore cannot be
addressed  through  sector-specific interventions alone. A
comprehensive and integrated economic development approach is
needed one that combines human capital development, inclusive
financial systems, productive sector strengthening, and community
empowerment so that economic policies implemented are mutually

reinforcing and sustainable.?

Figure 2: The development of the employment availability index in
Indonesia (June 2024-June 2025)

Source:https:/[www.bps.go.id/id/publication/2025/02/28/8cfe1a589ad3693396d3db9f
/statistik-indonesia-2025.html

In this context, SDG 8 serves as a global development framework
that promotes sustained, inclusive, and sustainable economic growth,
tull and productive employment, and decent work for all. Through a
cross-sectoral approach encompassing economic, social, and

institutional dimensions, SDG 8 provides a strategic foundation for

2 Oliver Lah, “Breaking the Silos: Integrated Approaches to Foster Sustainable
Development and Climate Action,” Sustainable Earth Reviews 8, no. 1 (2025).



addressing structural economic challenges holistically and for achieving

long-term development that is equitable and sustainable.?

This situation reinforces the global urgency to ensure that
economic growth not only increases aggregate output, but also creates
fair opportunities, strengthens labor rights, enhances productivity, and
expands access to decent livelihoods. Therefore, Sustainable
Development Goal (SDG) 8 was formulated as a collective commitment
to overcome economic inequality and promote inclusive and
sustainable development grounded in the principles of justice and

productivity.

To achieve this, the participation of various socio-economic*
instruments, including waqf, is essential. In its development, waqf has
become an important part of the Islamic social system, integrating both
religious and societal elements.> According to the studies of Abdullah
(2018)°, Karimah et al. (2023), 7 and Lahuri et al. (2021),® waqf can
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function as an Islamic socio-economic instrument that supports the
achievement of the Sustainable Development Goals (SDGs) through the
promotion of equitable welfare distribution and the strengthening of
social and environmental sustainability in accordance with Sharia-

based values.

In line with the statement of the Chairman of BWI (Indonesian
Wagf Board), Indonesia has an estimated wagqf potential of nearly IDR
400 trillion per year, ° with cash wagqf reaching around IDR 181 trillion
annually.!® The Secretary General of the Ministry of Religious Affairs,
Kamaruddin Amin, added that only about 9-10 percent of waqf assets
have been productively managed in sectors such as agriculture,
tisheries, and forestry.!! In this regard, waqf can play a significant role
in providing  productive economic facilities,  supporting
entrepreneurship, and strengthening community economic activities
that contribute to inclusive and sustainable economic growth as

envisioned in SDG 8.12

However, the reality of waqf management in Indonesia still faces

major challenges. Data from the Indonesian Waqf Board (BWI) shows
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that as of 2023, out of more than 400,000 wagqf land plots, only a small

portion has been utilized productively. Most of these assets remain

neglected, lack economic value, or are located in non-strategic areas.!®
Figure 3 The Amount of Waqf Land in Indonesia
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Many wagf assets in Indonesia remain abandoned because they
are difficult to identify, record, and manage optimally.’* As a result,
they are underutilized and unable to serve as instruments for
generating economic value, supporting entrepreneurship, or
strengthening community productivity, even though these roles are
essential for promoting inclusive and sustainable economic growth as
emphasized in SDG 8.15
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Article 43, paragraph (2) of Law No. 41 of 2004 on Wagqf also
stipulates that the management and development of waqf assets must
be carried out productively; otherwise, the waqf assets cannot provide
optimal benefits. In his book, Muhammad bin Ahmad al-Sarkhasi
discusses the opinion of Sayyidina Umar ibn al-Khattab, who stated that
land left uncultivated may be taken over by those capable of reviving it.
This principle serves as a moral and legal foundation to ensure that
assets, including wagqf, are not left idle but are instead utilized for the

welfare of the community.!”

In response to this issue, Islam offers a management concept for
wagqf assets whose benefits have diminished, known as istibdal al-waqf,
the process of exchanging or replacing wagqf assets that are no longer
productive or no longer meet the needs of the community with other
assets considered to provide greater benefit and public interest.!8

This approach has evolved in response to the challenges of waqf
management amid social changes and the increasingly complex

spatial needs of urban areas. Through istibdal, waqf assets can be
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optimized to remain relevant and deliver greater benefits, such as being
used to develop of commercial facilities, entrepreneurial centers,
vocational training hubs, or productive economic spaces that support
inclusive and sustainable economic growth in line with SDG 8.2

In the concept of istibdal al-wagqf, the Hanafi*' and Hanbali schools
agree that wagqf assets that are no longer beneficial may be exchanged
for the sake of public good, including through the sale or replacement
of wagqf property (except for mosques). The Hanafi school further holds
that istibdal may be carried out by the wagif (donor), other parties, or a
judge, without distinction regarding the type of property involved.?
Meanwhile, the Shafi’i school holds that once a property has been
endowed as waqf, it becomes permanent and its ownership may not be
transferred, to preserve the integrity of the asset and ensure its use
remains consistent with the original purpose of the waqf.?

On the other hand, Indonesian regulation, specifically Article 40
of Law No. 41 of 2004 on Waqf*, stipulates that waqf assets may not be
transferred, sold, inherited, donated, seized, or used as collateral.

However, Article 41 of Law No. 41 of 2004* provides an exception,
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allowing the transfer or exchange of wagqf assets when it is genuinely
necessary for the public interest and does not conflict with Sharia
principles. This provision serves as an important legal foundation for
the practice of istibdal al-waqf in Indonesia.?

In the studies conducted by Muhtar and Aziz (2022)%,
Musyfikah Ilyas (2016)%, and Prihanto and Faizah (2020)%, Faizatu
Almas (2022)* and Amal Hayati (2025)'it is explained that istibdal is
permissible as long as it brings public benefit (maslahah) and complies
with applicable legal provisions, both from the perspective of figh and
statutory regulations. However, these findings are not entirely
consistent with other studies. Research by Afiffudin et.al (2023) %2, Amal

value and benefit.(2) The exchange of wagf assets as referred to in paragraph (1) may only be
carried out with written permission from the Minister based on the recommendation of the
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Hayati (2025)%%, and Ahmad Dahlan (2025)3 for instance, criticizes the
practice of istibdal because it may open space for misuse, threaten the
perpetuity of waqf assets, and create potential conflicts of interest if not
strictly supervised by sharia authorities and state regulators.

For example, the Dompet Dhuafa Foundation allocates the
proceeds from istibdal practices to develop productive waqf programs.
In 2024, Dompet Dhuafa managed wagqf receipts amounting to
approximately IDR 18.4 billion,* with total accumulated wagqf assets of
around IDR 222 billion and a productive waqf surplus of about IDR 3
billion.?® The organization implements productive waqf schemes such
as agricultural and livestock centers, as well as facilities including
schools, hospitals, mosques, and other community services. 3

Based on these conditions, this study aims to analyze the figh
perspective on istibdal al-wagqf, examine its relevance as a sustainable
wagqf asset management strategy, and assess its potential In supporting
the implementation of SDG 8 at Dompet Dhuafa, the practice of istibdal
can serve as a strategic solution to challenges such as underutilized
wagqf assets, limited economic productivity, and the need for facilities
that generate sustainable income. This enables the benefits of waqf
assets to be maximized while aligning with the objectives of the

Sustainable Development Goals (SDGs), particularly SDG 8: “Decent
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Work and Economic Growth.”38
1.2 Research Scope

The scope of this study focuses on the practice of istibdal al-wagf
within the Dompet Dhuafa Foundation as the research object. The
material coverage includes a figh analysis of the istibdal al-wagqf concept,
an evaluation of its implementation at Dompet Dhuafa, and its relation
to sustainable asset management and the achievement of SDG 8.

This research is conducted at Dompet Dhuafa using an empirical
qualitative approach combined with normative analysis. The
framework of this scope is further strengthened by previous research
findings relevant to the themes of istibdal al-waqf and sustainable asset

management.
1.3 Problem Formulation

Based on the background described above, this study aims to
formulate issues related to waqf asset management strategies through
the istibdal method in a productive and sustainable manner. The focus
of this research is to examine the concept of istibdal from a figh
perspective, analyze its implementation practices in Indonesia, and
evaluate its contribution to achieving the Sustainable Development
Goals, particularly SDG 8. Therefore, the research problems underlying

this study can be formulated as follows:

1. How is the implementation of istibdal of waqf properties carried
out as a theory for sustainable asset in achieving SDG 8 at
Dompet Dhuafa?

2. What are the challenges and solutions in implementing istibdal of

wagqf properties as a theory for sustainable asset at Dompet

38 Amir Shaharuddin & Al Amirul Mukmin Al Amin Che Zuina Ismail, Dalila
Daud, “Istibdal Method for Sustainable Development: Analyses of Jurisprudence and
Implementation on Waqf Properties,” Islamiyyat 45, no. 1 (2023): 81-92,
https://doi.org/10.17576/islamiyyat 2023 4501 08.
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Dhuafa?

3. How is the implementation of istibdal of waqf properties in

achieving SDG 8 viewed from the figh perspective?
1.4 Research Purpose

Based on the research problems outlined by the author, the

objectives of this study are as follows:

1. To analyze the implementation of istibdal of waqf properties as a
sustainable asset management strategy in achieving SDG 8 at

Dompet Dhuafa.

2. To identify the challenges and formulate solutions in the
implementation of istibdal of waqf properties as a sustainable

asset management strategy at Dompet Dhuafa.

3. To examine the implementation of istibdal of waqf properties in

realizing SDG 8 from the figh perspective.
1.5 Research Contribution

In general, the benefits of this research cover two aspects, namely

theoretical and practical:

1.5.1 Theoretical Contribution

a. To contribute to the development of studies in figh
muamalah, particularly regarding the concept and
implementation of istibdal of waqf properties in the

context of sustainable asset management.

b. To enrich the academic literature on the integration of
sharia principles with the objectives of the Sustainable
Development Goals (SDGs), particularly SDG 8, through

a case study of a waqf management institution.
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1.5.2 Practical Contribution

The practical benefit of this research is to serve as a
reference for Dompet Dhuafa and other waqf management
institutions in optimizing the istibdal strategy for wagqf
properties to support sustainable asset management, while also
providing recommended solutions to the challenges
encountered in order to enhance the effectiveness of wagqf asset

management and utilization.

In addition, the findings of this study can serve as a
reference for policymakers in formulating regulations or
technical guidelines that support the implementation of istibdal
in accordance with sharia principles and sustainable
development goals. This research may also serve as a policy
reference for the government in drafting regulations on istibdal,
particularly in the management of waqf assets involved in the

development of public facilities and urban infrastructure.

1.6 Writing Systematic
1. CHAPTER I: This chapter explains the background of the

problems that form the basis for the importance of studying
istibdal waqf in the context of sustainable waqf asset
management. The research problems are formulated and serve
as the main focus of the study, followed by the research
objectives that outline the direction and goals of this study. The
chapter concludes with an explanation of the writing structure,
which serves as a roadmap for the overall structure of the thesis.
2. CHAPTERII: This chapter discusses previous studies to identify
research gaps that have not been widely explored. It also
presents the theoretical foundation and the conceptual

framework to be used. The chapter provides a theoretical



13

discussion on the concept of waqf, the provisions of istibdal waqf
according to various schools of thought, as well as the principles
of sustainability and their relevance to SDG 8 (Sustainable Cities
and Communities).

CHAPTER III: This chapter outlines the research methodology
used, which employs a qualitative approach with normative
analysis of figh texts and legal regulations. Data collection
techniques include literature review and documentation. Data
analysis is conducted through descriptive-analytical methods,
examining scholars” opinions and the practice of istibdal waqf in
Indonesia, along with an explanation of source selection, data
validity, and analytical procedures.

CHAPTER IV: This chapter presents the findings and analysis
regarding the application of the istibdal concept in waqf
management, examined from a figh perspective and its relation
to the principles of sustainability. The study also includes an
examination of contemporary istibdal waqf practices in
Indonesia as real-world examples, analyzed for their conformity
with figh and SDG 8 principles. The discussion compares
theoretical frameworks with practical realities and evaluates the
benefits and risks of implementing istibdal within the context of
urban sustainability.

CHAPTER V: This concluding chapter presents a summary of
the main findings related to the permissibility and conditions of
istibdal waqf according to figh, as well as its potential role in
supporting sustainable wagqf asset management.
Recommendations are provided to encourage the
implementation of istibdal practices that align with sharia
principles and are relevant to the needs of sustainable urban
development. Suggestions for future research are also offered to

broaden the scope of the study in subsequent works.



