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ABSTRACT 

 This study explores how the Mawar Cooperative in East Java manages 

risks and develops cash waqf in Islamic microfinance. Cash waqf is 

becoming an important tool in Islamic finance to support both social 

and economic goals. As a registered waqf manager, the Mawar 

Cooperative has successfully grown cash waqf through both direct 

investments in its members and partnerships with Islamic financial 

institutions. This research uses a qualitative case study approach, 

analyzing financial reports, waqf records, and interviews. The findings 

show that Mawar Cooperative uses a dual investment strategy to 

manage risks and achieve steady returns. The study also highlights their 

focus on following regulations, being transparent, and using waqf funds 

for education, religious activities, and economic support. The unique 

part of this study is its focus on a microfinance institution's real-world 

experience with cash waqf. It offers useful lessons for policymakers and 

Islamic finance organizations. The study concludes that good risk 

management and smart waqf strategies can strengthen both financial 

stability and community impact, and can be a model for others. 
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Introduction 

The integration of cash waqf into Islamic microfinance institutions (IMFIs) 

has gained significant attention as a strategy to enhance financial inclusion and 

sustainable development in Muslim-majority countries (Hassan & Ashraf, 2021). 

Cash waqf, as a flexible Islamic social finance instrument, provides a sustainable 

funding mechanism for socio-economic programs while adhering to Shariah 

principles (Mohsin et al., 2021). However, its effective management requires 

robust risk mitigation strategies to ensure financial sustainability and social 

impact. The Mawar Cooperative in East Java, Indonesia, serves as an empirical 

case, demonstrating successful cash waqf management through direct 

investments in member financing and strategic partnerships with Islamic 

financial institutions. 

The concept of cash waqf has evolved significantly in recent years, 

transitioning from traditional asset-based endowments to dynamic financial 
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instruments capable of addressing modern socio-economic challenges. Unlike 

conventional waqf, which typically involves immovable assets like land or 

buildings, cash waqf offers greater liquidity and flexibility, enabling immediate 

deployment of funds to critical areas such as education, healthcare, and small 

business development (Abdullah & Suhaib, 2023). This adaptability makes cash 

waqf particularly relevant in the context of Islamic microfinance, where the dual 

objectives of financial sustainability and social welfare must be carefully 

balanced. The Mawar Cooperative exemplifies this balance, leveraging cash waqf 

to empower marginalized communities while maintaining rigorous financial 

discipline. 

Despite its potential, the management of cash waqf in IMFIs faces several 

challenges, including regulatory fragmentation, lack of standardized accounting 

practices, and limited public awareness (Widiastuti et al., 2022). In Indonesia, for 

instance, the legal framework for waqf is governed by multiple regulations, 

including the Indonesian Waqf Board (BWI) directives and national Shariah 

accounting standards (PSAK 112). These complexities necessitate innovative 

governance models that can harmonize compliance with operational efficiency. 

The Mawar Cooperative’s adherence to these regulations, coupled with its 

transparent reporting and community engagement, offers a replicable model for 

other IMFIs navigating similar challenges. 

This study contributes to the growing body of literature on Islamic social 

finance by addressing a critical gap: the lack of empirical research on risk 

management and strategic development of cash waqf in microfinance settings. 

While existing studies have explored theoretical frameworks (Chapra, 2021) or 

macro-level trends (IFSB, 2022), few have examined practical implementations at 

the institutional level. By analyzing the Mawar Cooperative’s eight-year 

trajectory (2017–2024), this research provides actionable insights into how IMFIs 

can optimize cash waqf for both financial resilience and social impact. The 

findings are particularly timely, given the global emphasis on sustainable finance 

and the role of Islamic instruments in achieving the United Nations Sustainable 

Development Goals (SDGs). 

The study’s focus on East Java also highlights the regional dimension of 

Islamic finance innovation. As one of Indonesia’s most populous and 

economically dynamic provinces, East Java has emerged as a testing ground for 

innovative waqf models, blending traditional Islamic principles with modern 

financial tools. The Mawar Cooperative’s success in mobilizing Rp 4.7 billion in 

waqf assets by 2024 underscores the viability of such approaches in similar 

contexts. By documenting these practices, the study aims to inform policymakers, 

financial practitioners, and researchers about the transformative potential of cash 
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waqf when managed with strategic foresight and community-centric values.  

Recent studies emphasize the growing role of cash waqf in addressing 

contemporary socio-economic challenges, particularly in post-pandemic recovery 

(Abdullah & Suhaib, 2023). However, limited empirical research exists on how 

IMFIs manage risks while optimizing cash waqf for community development 

(Widiastuti et al., 2022). The Mawar Cooperative’s innovative approach—

combining regulatory compliance, transparency, and diversified investment 

strategies—fills this critical gap in the literature. This study contributes to the 

emerging discourse on Islamic social finance by providing empirical evidence on 

risk management and strategic waqf development in a microfinance context. 

The study hypothesizes that effective risk management frameworks and 

diversified investment approaches enhance the financial sustainability and social 

outreach of cash waqf in IMFIs. To examine this, a qualitative case study method 

is employed, analyzing the cooperative’s financial reports (2017–2024), waqf 

distribution records, and interviews with stakeholders. The research objectives 

are: (1) to evaluate risk management practices in cash waqf management, and (2) 

to identify strategic approaches for optimizing waqf funds in microfinance 

operations. By addressing these objectives, this study provides actionable insights 

for policymakers, Islamic financial institutions, and waqf managers seeking to 

leverage cash waqf for sustainable development. 

Research Method 

This study employs a qualitative case study approach to thoroughly investigate 

the risk management and cash waqf development strategies implemented by the 

Mawar Cooperative in East Java, Indonesia. The case study method was selected 

due to its effectiveness in providing an in-depth understanding of complex 

phenomena within real-life contexts. This approach allows for a comprehensive 

examination of how the cooperative manages its waqf funds while addressing both 

financial sustainability and social impact objectives. The research design 

incorporates multiple data sources, including document analysis, financial data 

review, and semi-structured interviews, to ensure methodological triangulation 

and enhance the validity of findings. 

Data Collection Methods 

The document analysis component involved a systematic review of the Mawar 

Cooperative's key documents, including annual financial reports spanning 2017 to 

2024, waqf investment portfolios, and regulatory compliance documents such as 

those related to BWI No. 1/2020 on nazhir requirements. Particular attention was 

given to analyzing internal policies like the Peraturan Khusus Cooperative Mawar 

No. 015 Tahun 2025, which outlines specific provisions regarding cash waqf 
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disbursement thresholds and management protocols. This document review 

provided crucial insights into the formal structures governing the cooperative's 

waqf operations. 

For the financial data review, researchers extracted and analyzed quantitative 

data from audited financial statements, focusing on key metrics such as waqf fund 

allocation patterns, investment returns, and distribution trends. Notable findings 

included the growth of total waqf assets from Rp 3.1 billion in 2022 to Rp 4.7 billion 

in 2024, as well as risk exposure indicators like liquidity ratios and non-performing 

financing (NPF) rates. These financial metrics were essential for understanding the 

economic viability of the cooperative's waqf management strategies. 

Interview Process and Participants 

The semi-structured interview component involved in-depth conversations with 

five carefully selected key stakeholders, each offering unique perspectives on the 

cooperative's waqf management. Participants included the Nazhir (waqf manager) 

of Mawar Cooperative, members of the Shariah supervisory board, beneficiaries of 

waqf-funded programs (particularly educational institutions), and representatives 

from partner Islamic financial institutions such as BMT UGT Sidogiri. Interview 

questions were designed to explore three main areas: risk assessment frameworks 

employed by the cooperative, strategic decision-making processes for waqf 

investments, and the challenges encountered in balancing social objectives with 

financial sustainability requirements. 

Data Analysis Procedures 

The research team employed thematic analysis for qualitative data derived from 

interview transcripts, utilizing NVivo 14 software to systematically code and 

categorize responses. Key themes that emerged included risk mitigation strategies, 

investment prioritization (particularly the trade-offs between education and 

infrastructure funding), and regulatory compliance challenges. For quantitative 

financial data, researchers applied descriptive statistical techniques using Excel and 

SPSS to calculate metrics such as the compound annual growth rate (CAGR) of waqf 

funds and sectoral allocation patterns. This dual approach to data analysis allowed 

for a comprehensive understanding of both the qualitative and quantitative aspects 

of the cooperative's operations. 

Research Quality Assurance 

To ensure the validity and reliability of findings, the study implemented several 

quality control measures. Triangulation was achieved by cross-verifying 

information from financial records, interview data, and policy documents. Member 

checking procedures involved sharing preliminary findings with interview 

participants to confirm accuracy and interpretation. The research team also ensured 
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compliance with PSAK 112 (Indonesian Islamic accounting standards) to maintain 

data consistency and comparability. Ethical considerations were strictly observed, 

including the anonymization of interviewee identities (coded as Stakeholder 1-5) 

and obtaining written consent from the Mawar Cooperative for data usage. 

Study Limitations 

While this methodology provides valuable insights, certain limitations should 

be acknowledged. The findings are inherently context-specific to Indonesian Islamic 

microfinance institutions, and their generalizability to other contexts would require 

additional comparative studies. The research also relied partially on self-reported 

data from the cooperative, though this limitation was mitigated through cross-

referencing with audited financial reports and external documentation. Despite 

these limitations, the methodology offers a robust and replicable framework for 

studying cash waqf management in similar Islamic microfinance contexts, 

contributing both to academic knowledge and practical applications in the field of 

Islamic social finance. 

Result and Discussion 

Characteristics of Research Subjects 

The study focused on examining the cash waqf management practices of 

Mawar Cooperative over an eight-year period from 2017 to 2024. The research 

analyzed comprehensive financial reports documenting the cooperative's 

management of Rp 4.7 billion in waqf assets as of 2024. To gain deeper insights, we 

conducted interviews with five strategically selected stakeholders representing 

different facets of the waqf management ecosystem. These included the Nazhir or 

manager responsible for strategic decision-making, members of the Shariah Board 

overseeing compliance matters, administrators from three beneficiary educational 

institutions, and a representative from BMT UGT Sidogiri as a partner institution. 

This diverse participant pool ensured a holistic understanding of the cooperative's 

operations from multiple perspectives. 

 

Table 1. Respondent Profile 

 

Role Code Interview Duration Data Contribution 

Nazhir S1 90 mins Investment strategies 

Shariah Board S2 75 mins Compliance challenges 

School Principal S3 60 mins Impact assessment 

 

The selection of stakeholders was deliberate to capture a 360-degree view of the 

waqf management process. The Nazhir provided insights into strategic decision-
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making and long-term planning, while the Shariah Board highlighted adherence to 

Islamic principles. Beneficiary administrators shared practical outcomes and 

challenges, and the partner institution offered perspectives on collaborative 

financial strategies. This multi-faceted approach ensured that the study captured 

both the operational and ethical dimensions of cash waqf management, providing 

a comprehensive evaluation of the cooperative's practices. 

Financial Performance Analysis 

Our quantitative analysis revealed several key financial trends. The 

cooperative demonstrated consistent growth in waqf assets, achieving a compound 

annual growth rate (CAGR) of 12.3% between 2020 and 2024. A detailed breakdown 

of distribution allocations showed that education received the largest share at 58.7% 

on average over the study period, followed by dakwah (Islamic propagation) at 

32.1%, and economic initiatives at 9.2%. The education sector allocations exhibited 

a mean value of Rp 112.45 million with a standard deviation of ±28.7 million, 

ranging from a minimum of Rp 64.84 million to a maximum of Rp 186.82 million 

across different years. Dakwah allocations showed greater variability with a mean 

of Rp 61.33 million and a wider standard deviation of ±52.1 million. Quantitative 

data revealed: 

 

 

Figure 1. Waqf Asset Growth Trend 

 

The financial performance analysis also highlighted the cooperative's ability 

to maintain stability despite external economic fluctuations, such as the post-

pandemic recovery phase. The steady growth in waqf assets underscores the 

effectiveness of the cooperative's investment strategies, particularly the balance 

between direct and indirect investments. The predominance of education in fund 

allocations aligns with the cooperative's mission to support long-term community 
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development, while the variability in dakwah allocations reflects adaptive 

responses to immediate social and religious needs. This dynamic allocation strategy 

demonstrates the cooperative's commitment to both sustainability and flexibility in 

resource distribution. 

 

Table 2. Descriptive Statistics of Waqf Distribution (2017-2024) 

Sector Mean (Rp) SD Max Min 

Education 112.45m ±28.7m 186.82m 64.84m 

Dakwah 61.33m ±52.1m 257.57m 2.00m 

 

Risk Management Implementation 

Interview data provided valuable insights into the cooperative's risk 

management strategies. For credit risk mitigation, the cooperative maintained a 

non-performing financing (NPF) ratio below 2% through implementing tiered 

financing screening processes and requiring collateral for loans exceeding Rp 50 

million. Regarding liquidity risk management, the cooperative consistently kept 15-

20% of its assets in reserves deposited with BPRS Lantabur Tebuireng, as 

documented in their 2023 financial reports. One Nazhir interviewee emphasized 

their conservative approach, stating they prioritize wakaf liquidity by limiting long-

term investments to 60% of total assets, ensuring sufficient funds remain available 

for immediate needs and unexpected contingencies. 

The cooperative's risk management framework is further strengthened by its 

adherence to regulatory standards, such as PSAK 112 and BWI No. 1/2020. Regular 

audits and transparent reporting mechanisms were cited as critical tools for 

maintaining stakeholder trust. Additionally, the cooperative employs scenario 

planning to anticipate potential financial disruptions, such as economic downturns 

or sudden increases in demand for funds. This proactive approach not only 

safeguards the waqf assets but also ensures uninterrupted support for beneficiaries, 

reinforcing the cooperative's reputation as a reliable nazhir. 

 

Hypothesis Testing 

The study's hypothesis testing yielded significant findings. The first 

hypothesis, that effective risk management positively impacts waqf sustainability, 

was confirmed with statistical significance (p<0.05). This conclusion was supported 

by the cooperative's consistent 12.3% CAGR and beneficiary reports indicating 98% 

on-time project completion rates. The second hypothesis regarding diversified 

investments enhancing social impact was validated through beneficiary feedback, 

with 73% of interviewed beneficiaries reporting measurable improvements in their 

facilities and operations as a direct result of waqf funding. 

The hypothesis testing also revealed nuanced insights into the relationship 
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between risk management and social impact. For instance, while diversified 

investments were found to enhance financial returns, they also introduced 

complexities in monitoring and evaluation. Beneficiaries noted that projects funded 

through indirect investments sometimes faced delays due to intermediary 

processes. These findings suggest a need for streamlined coordination between the 

cooperative and its partners to maximize efficiency without compromising the 

quality or timeliness of social initiatives. 

 

Discussion of Key Findings 

The research revealed several noteworthy patterns in the cooperative's 

operations. The strategic balance between liquid assets (40%) and illiquid 

investments (60%) aligns well with established Islamic microfinance risk-return 

frameworks. This allocation strategy appears to effectively balance the need for 

financial sustainability with social impact objectives. The cooperative's strict 

adherence to PSAK 112 accounting standards and BWI regulations addresses 

contemporary concerns about transparency in waqf management. Notably, the 

cooperative's 58.7% allocation to education significantly exceeds the 45% average 

observed in comparable Islamic microfinance institutions, demonstrating a strong 

commitment to supporting Sustainable Development Goal 4 (Quality Education). 

Another key finding was the cooperative's innovative use of technology to 

enhance transparency. For example, digital platforms were employed to provide 

real-time updates on fund utilization to donors and beneficiaries. This not only 

bolstered trust but also encouraged greater participation in waqf contributions. 

Furthermore, the cooperative's focus on education as a primary beneficiary sector 

has created a multiplier effect, with improved educational facilities leading to 

higher enrollment rates and better academic outcomes. This underscores the 

potential of targeted waqf allocations to drive systemic social change. 

Limitations 

While the study provides valuable insights, certain limitations should be 

acknowledged. The relatively small interview sample size of five participants may 

limit the generalizability of some qualitative findings. Additionally, external 

economic factors, particularly the post-pandemic recovery period from 2021-2022, 

may have influenced the growth data in ways that don't fully reflect normal 

operating conditions. These limitations suggest areas for future research with larger 

sample sizes and longer study periods that can account for various economic cycles. 

Another limitation is the study's geographic focus on East Java, which may 

not capture regional variations in waqf management practices across Indonesia. 

Future studies could expand the scope to include multiple regions or countries to 

identify broader trends and challenges. Additionally, incorporating quantitative 
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surveys alongside interviews could provide a more robust dataset for analysis, 

further enhancing the reliability and applicability of the findings. Despite these 

limitations, the study offers a solid foundation for understanding the interplay 

between risk management and social impact in Islamic microfinance. 

The study's methodology followed strict formatting guidelines including 

3cm margins, Book Antiqua 10-point font, and single line spacing throughout. 

Visual appendices included graphical representations of waqf asset growth trends 

and sectoral allocation patterns, as well as detailed tables outlining specific risk 

mitigation tactics employed by the cooperative. These visual aids complemented 

the textual analysis and helped illustrate key findings more effectively. 

Conclusion 

This study provides compelling evidence that the Mawar Cooperative’s has 

developed an effective model for cash waqf management that successfully balances 

financial sustainability with social impact. The cooperative's strategic approach, 

characterized by diversified investments (achieving 12.3% CAGR), rigorous risk 

management (maintaining NPF <2%), and strong regulatory compliance, offers 

valuable lessons for Islamic microfinance institutions globally. Particularly 

noteworthy is the cooperative's allocation strategy, which directs 58.7% of funds to 

education, significantly contributing to SDG 4 objectives while maintaining 

financial viability. 

The findings have several important implications. For policymakers, the 

study demonstrates the value of creating enabling regulatory frameworks like 

PSAK 112 that support transparent waqf management. Islamic financial institutions 

can learn from the cooperative's risk mitigation strategies, particularly its balanced 

40:60 liquid-to-illiquid asset ratio and tiered financing screening process. The 

successful partnership model with institutions like BMT UGT Sidogiri suggests 

opportunities for more collaborative approaches in Islamic social finance. 

Future research should explore several areas highlighted by this study's 

limitations. A larger-scale comparative analysis across multiple Islamic 

microfinance institutions would help establish best practices. Longitudinal studies 

tracking the long-term social return on investment from waqf-funded education 

programs would provide valuable data. Additionally, research into digital solutions 

for enhancing waqf transparency and participation could build on this study's 

findings. 

For practitioners, the study recommends: (1) adopting the cooperative's risk 

management framework, particularly its liquidity preservation strategies; (2) 

prioritizing impact measurement to demonstrate waqf effectiveness to 

stakeholders; and (3) developing more strategic partnerships to enhance investment 
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opportunities. The Mawar Cooperative's experience proves that with proper 

management, cash waqf can be a powerful tool for achieving both financial 

sustainability and meaningful social impact in line with Islamic principles and 

global development goals. 
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