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Abstract

Objective: This study aims to analyze the application of Governance, Risk, and Compliance
(GRC) in optimizing the management of productive wagf (endowments) within the socio-
economic sector, to enhance nazhir (waqf manager) professionalism, the sustainability of
waqf assets, and community welfare. Theoretical framework: The study employs the
OCEG GRC Capability Model (2021), which integrates governance, risk management, and
compliance combined with the concept of productive wagf and the perspective of Magashid
Sharia (objectives of Sharia). Literature review: Previous studies indicate that research on
waqf governance, risk management, and Sharia compliance remains fragmented, failing to
present an integrated wagf management model. Method: This study utilizes a qualitative
method with a descriptive approach based on library research. Secondary data were sourced
from Law Number 41 of 2004 concerning Waqf, regulations from the Indonesian Wagqf
Board (BWI), the OCEG GRC Capability Model, academic books, and national and
international articles, all analyzed using content analysis. Results: The application of GRC is
proven to enhance transparency, accountability, risk mitigation, and compliance with
regulations and Sharia principles. It also optimizes the utilization of productive wagf for real
sector development, MSME empowerment, education, healthcare, and socio-economic
resilience, although challenges regarding nazhir competence, digitalization, and oversight
persist. Implications: This study contributes theoretically to the development of literature on
GRC-based waqgf governance and offers practical recommendations for the Indonesian Wagf
Board, nazhirs, and regulators to establish a professional, transparent, accountable, and
sustainable waqgf management system. Novelty: This study proposes a GRC-based analysis
model for productive waqf management that integrates governance, risk management,
regulatory and Sharia compliance, and a Magashid Sharia orientation into a comprehensive
management framework.

Keywords: compliance, governance, risk management, socio-economic sector, productive
wagf.

INTRODUCTION

Productive waqgf is one of the Islamic social financial instruments that has unique
characteristics because it combines the dimension of worship (tabarru’) with productive
economic activities (tijari) [1]. In contrast to consumptive wagf, which is generally used for
the construction of mosques, cemeteries, or other means of worship, productive wagf is
directed at the development of assets that can generate economic added value sustainably.
The results of the asset management are then distributed to mauquf ‘alaih as beneficiaries, so
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that wagf not only functions as a philanthropic instrument, but also as a mechanism for
economic empowerment of the community [2]. From the perspective of Islamic economic
development, the existence of productive wagf has an increasingly strong relevance because
it is able to support poverty alleviation, expand access to education and health, create jobs,
and strengthen the economic resilience of the ummah [3]. With the largest Muslim
population in the world and very abundant waqf assets, Indonesia has a great opportunity to
make productive wagf one of the pillars of sustainable socio-economic development as well
as an instrument for the implementation of sharia magashid, especially in maintaining
property (hifz al-mal) and realizing the benefits of society.

However, the magnitude of this potential has not been followed by the level of
optimization of productive wagf management. Data from the Indonesian Waqgf Agency
shows that the area of national waqf assets reaches billions of square meters with a very large
economic value, but its contribution to national economic growth and community
empowerment is still relatively low [4]. This condition reflects the gap between the potential
and realization of productive waqgf utilization. Most of the wagf assets are still managed
conventionally and consumer-oriented, while the development of assets towards productive
sectors such as agribusiness, property, micro enterprises, education, health, and sharia
investment is still not optimally developed. On the other hand, the low managerial capacity
of nazhir, the limited competence of human resources, weak transparency, low
accountability, the suboptimal supervision system, and the lack of public trust in the
management of money wagf are the main factors that hinder the development of productive
wagf in Indonesia [5]. As a result, waqgf has not been able to make a maximum contribution
as an instrument for equitable distribution of welfare and economic development based on
social justice.

These problems show that the management of productive wagf is no longer enough to rely
solely on administrative approaches or sharia compliance, but requires a more modern,
integrated, and sustainability-oriented institutional governance system. In this context, the
theory of Governance, Risk, and Compliance (GRC) offers a comprehensive conceptual
framework to improve the quality of management of waqgf institutions [6]. Governance
emphasizes the importance of organizational governance that is transparent, accountable,
responsive, independent, and with integrity so that the entire decision-making process runs
professionally. Risk Management functions to identify, analyze, evaluate, and mitigate
various risks that have the potential to interfere with the sustainability of wagf investment,
including operational, financial, legal, market, reputation, and sharia non-compliance risks.
Meanwhile, the Compliance aspect ensures that all wagf management activities are carried
out in accordance with the provisions of laws and regulations, sharia principles, governance
standards, and institutional ethics [7]. The integration of these three components is believed
to be able to build a more professional wagf management system, increase public trust,
minimize investment risks, and strengthen the sustainability of waqf benefits for the
community.

Various previous studies have examined the management of productive waqf from various
perspectives. Some of the research focuses on the governance of wagf institutions as an effort
to increase accountability and transparency, while other research focuses more on the
digitalization of wagf management, strategies for optimizing wagf assets, the implementation
of sharia magashid, and productive waqf-based economic empowerment models [8]. Other
research has also discussed the importance of risk mitigation of wagf investment through
increasing nazhir competence, diversifying investments, periodic monitoring, and applying
the principle of prudence in asset management. However, most of the research still partially
addresses these aspects, so it is not able to explain the complete relationship between
organizational governance, risk management, regulatory compliance, and optimization of
productive waqf management in one integrated management framework [9]. In fact, the
complexity of modern wagf asset management requires the integration of all these aspects in
order to be able to produce management that is adaptive to economic dynamics, regulatory
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changes, technological developments, and increasing public expectations of the
professionalism of wagf institutions.

Based on these conditions, there is a significant research gap in the literature on
productive waqgf management. Previous research has generally focused on the application of
the principles of good governance and risk management separately, or the implementation of
sharia magashid without integrating all of these elements within the framework of
Governance, Risk, and Compliance (GRC) [10]. In addition, studies on the implementation
of GRC in wagf institutions in Indonesia are still relatively limited, especially in explaining
how governance synergy, risk mitigation, and regulatory compliance can increase the
effectiveness of productive wagf asset management and expand its impact on socio-economic
development. Therefore, this research presents a novelty in the form of developing a GRC-
based productive wagf management analysis model that integrates modern governance
principles, investment risk management systems, compliance with national regulations and
sharia principles, and the orientation of the achievement of sharia magashid [11]. This
approach is expected to be able to produce a more comprehensive, sustainable, and relevant
wagf management model to the needs of wagf institutions in the era of digital economic
transformation.

Based on this description, this study focuses its discussion on several main problems,
namely how to implement Governance, Risk, and Compliance in the management of
productive wagf, the role of GRC in mitigating various risks in managing wagf assets, and
how the implementation of GRC can optimize the contribution of productive waqf to the
development of the socio-economic sector [12]. Thus, the purpose of this study is to
comprehensively analyze the application of the GRC framework in the management of
productive wagqf, identify various challenges in its implementation, evaluate its effectiveness
in improving the professionalism of wagf institutions, and formulate a productive wagf
management model that can create a balance between institutional accountability, risk
management, compliance with sharia principles, and improving community welfare [13].

The results of this research are expected to make a theoretical and practical
contribution to the development of Islamic economic science, especially in the field of
governance of waqf-based Islamic social financial institutions. From the academic side,
this study enriches the literature on the implementation of Governance, Risk, and
Compliance in the management of productive waqgf by offering a multidimensional
approach that integrates governance theory, risk management, regulatory compliance,
and sharia maqashid [14]. From a practical perspective, the results of this study are
expected to be a reference for the Indonesian Wagf Agency, nazhir, wagf institutions,
regulators, and policymakers in developing a wagf management system that is more
professional, transparent, accountable, and adaptive to various investment risks. In the
end, the optimal implementation of GRC is expected to be able to increase public trust
in wagqf institutions, expand the collection of productive wagf funds, optimize the use
of wagf assets, and strengthen the role of wagf as a strategic instrument in encouraging
inclusive, just, and sustainable socio-economic development [15].

LITERATURE REVIEW

Governance, Risk, and Compliance (GRC) Framework

Governance, Risk, and Compliance (GRC) is an integrated management framework
designed to ensure that organizations are able to achieve objectives effectively, manage
various uncertainties, and carry out all activities in accordance with legal provisions and
ethical principles. According to OCEG (2021), through the GRC Capability Model, GRC is
understood as an organization's ability to integrate three main elements, namely governance,
risk management, and compliance, so that all business processes run in a directional,
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efficient, and sustainable manner [16]. Governance is oriented towards a governance system
that regulates the decision-making process, division of authority, supervisory mechanisms,
transparency, and organizational accountability. Risk management serves as a systematic
process to identify, analyze, evaluate, and control various risks that have the potential to
hinder the achievement of organizational goals. Meanwhile, compliance emphasizes the
importance of compliance with regulations, operational standards, internal policies, and
ethical principles that are the foundation of organizational management [17]. The integration
of these three components forms an organizational control system that is able to increase
operational effectiveness while maintaining the sustainability of the organization in the long
term.

In the context of productive wagf management, the implementation of GRC is
increasingly relevant considering that wagf institutions manage public funds that must be
accounted for professionally, transparently, and in accordance with sharia principles. Good
governance will strengthen the accountability of the nazhir in managing wagf assets so as to
increase public trust in wagf institutions [18]. On the other hand, the implementation of risk
management allows wagf institutions to anticipate various investment risks, such as
operational risks, market risks, legal risks, reputational risks, and the risk of sharia non-
compliance that can reduce the benefits of wagf assets. The compliance aspect also has an
important role in ensuring that all wagf management activities are in accordance with the
provisions of laws and regulations, sharia fatwas, and institutional governance standards [19].
Therefore, the implementation of GRC not only functions as an instrument of organizational
supervision, but also as a strategy to strengthen wagf institutions that can increase the
effectiveness of asset management, minimize risks, strengthen public trust, and optimize the
contribution of productive wagf to sustainable socio-economic development.

Productive Waqf and Its Impact on the Socio-Economic Sector

Productive waqf is the development of the concept of waqf that focuses on managing
assets productively so that they can produce sustainable economic value without eliminating
the principal of waqf assets. According to Kasdi (2014), productive wagf is the management
of wagf assets through investment activities or business activities that generate profits
(surplus), where the proceeds are then distributed to mauquf ‘alaih in accordance with the
purpose of wagf [20]. This concept shows that wagf is not only positioned as an instrument
of consumptive worship, but also as an instrument of economic empowerment that is able to
create long-term benefits. Productive management of wagqf assets allows the formation of
sustainable sources of financing for various social programs, such as education, health, micro
business development, community economic empowerment, and poverty alleviation [21].
Thus, productive wagf has a strategic position in supporting the implementation of sharia
magashid, especially in maintaining property (hifz al-mal), improving welfare (maslahah),
and creating economic justice in the community.

The contribution of productive waqgf to socio-economic development will be more
optimal if it is managed professionally by paying attention to the principles of
governance, risk management, and institutional compliance. Achyar and Srisusilawati
(2021) explained that the surplus from productive wagf management can be used to
finance various strategic sectors, such as sharia-based MSME financing without usury,
the construction of education and health service facilities through cross-subsidy
mechanisms, and the creation of jobs that can improve the welfare of low-income
communities [22]. However, the optimization of these benefits still faces various
challenges, including the limited managerial capacity of nazhir, a weak supervisory
system, low transparency, and high investment risks that have the potential to reduce
the productivity of waqgf assets. Therefore, strengthening the management system
through the implementation of the Governance, Risk, and Compliance (GRC)
framework is an urgent need so that productive wagf management is able to produce
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sustainable economic benefits, increase public trust, and strengthen the role of waqgf as
an instrument of inclusive and equitable socio-economic development.

METHODOLOGY

This study uses a type of qualitative research with a descriptive approach through
the library research method, because the research is focused on conceptual analysis of
the application of Governance, Risk, and Compliance (GRC) in optimizing the
management of productive waqgf in the socio-economic sector. This approach was
chosen because it is able to provide a comprehensive understanding of the phenomenon
of productive waqf management based on various theories, regulations, and previous
research results without collecting direct field data. The data sources used are all in the
form of secondary data, including laws and regulations, especially Law Number 41 of
2004 concerning Wagf, Regulations of the Indonesian Waqf Board, reports on the
development of national wagf published by the Indonesian Wagf Agency (BWI), GRC
Capability Model standards developed by OCEG, fatwas related to wagf management,
scientific books, and reputable national and international articles discussing
governance. Risk management, compliance, and productive waqf management. The
data collection technique is carried out through documentation of various relevant
literature, while the data analysis technique uses an interactive analysis model which
includes data reduction, systematic data presentation, interpretation, and conclusion
drawing through content analysis to identify the relationship between GRC principles
and the effectiveness of productive waqf management. The selection of this method
aims to produce an in-depth conceptual synthesis of the GRC implementation model as
a modern governance framework in increasing accountability, transparency, risk
mitigation, compliance with sharia regulations and principles, as well as optimizing the
use of waqf assets for community socio-economic empowerment. The urgency of this
research lies in the large gap between the potential of productive waqf and the
realization of its management due to weak governance, low professionalism of nazhir,
and lack of optimal risk management system, so that this study is expected to provide
theoretical implications in the form of enrichment of literature on the integration of
GRC in productive waqgf governance, as well as practical implications as a
recommendation for the Indonesian Waqf Board, the nazhir institution, regulators, and
stakeholders in building a waqf management system that is more professional,
sustainable, accountable, and able to increase the contribution of wagf to socio-
economic development and community welfare.

RESULTS AND DISCUSSION

Implementation of Governance, Risk, and Compliance (GRC) in Productive
Wagqf Management

The development of productive wagf management in Indonesia shows a paradigm shift
from traditional management to a more professional, transparent, and sustainability-oriented
management system. The change emerged in response to the increasingly complex challenge
of managing waqgf assets, which is no longer limited to the construction of worship facilities,
but has developed into a social investment instrument that is able to generate sustainable
economic benefits [23]. In such conditions, the waqgf management institution (nazhir) is not
enough to only understand the aspects of waqf figh, but is also required to have modern
institutional governance capabilities so that wagf assets can develop without reducing their
basic value (habs al-ashl). The Governance, Risk, and Compliance (GRC) framework is one
of the relevant approaches because it is able to integrate organizational governance, risk
control, and compliance with sharia regulations and principles into a complete management
system. This approach is in line with the GRC Capability Model developed by OCEG (2021),
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which emphasizes that organizations can only achieve their goals if they are able to manage
risks systematically, carry out good governance, and ensure that all their activities comply
with the organization's legal and ethical provisions [24].

The implementation of the Governance aspect in wagf institutions begins with building a
clear organizational structure, a firm division of functions, and an independent supervisory
mechanism. Productive wagf management can no longer be carried out solely based on
personal trust in the nazhir, but must be supported by a transparent, accountable, and well-
documented decision-making system. In practice, institutions such as Dompet Dhuafa Waq(f,
Al Azhar Waqgf Board, and Wagf Salman ITB have shown that the success of wagf asset
development is greatly influenced by the existence of standard operating procedures (SOPs),
internal audits, the use of digital technology, and the involvement of the Sharia Supervisory
Board in supervising all investment activities [25]. Digitizing asset registration, preparing
regularly audited financial statements, and information disclosure to the public are forms of
governance implementation that not only increase institutional accountability but also
strengthen public trust. Public trust is the main capital in the development of productive waqf
because the higher the level of transparency of the institution, the greater the public's interest
in distributing wagf money and productive assets to the institution [26].

In addition to governance, the success of productive wagf management is highly
determined by the institution's ability to implement Risk Management comprehensively. The
characteristics of waqf are different from commercial investments in general because the
principal of wagf assets must be maintained, while the economic benefits must continue to
develop to be distributed to beneficiaries. Therefore, every investment decision must begin
with a risk identification process, feasibility study, market risk mapping, operational risk,
legal risk, liquidity risk, and the risk of sharia non-compliance. This principle is very
important considering that investment failure not only causes financial losses, but also has
the potential to lose public trust in waqf institutions [27]. Therefore, nazhir is required to
diversify investments in sectors that have low to medium risk levels, such as productive
property, integrated agriculture, hospitals, educational institutions, and sharia investment
instruments such as sukuk [28]. In addition, the implementation of sharia insurance schemes
(takaful), the establishment of reserve funds, and periodic monitoring of investment
performance are integral parts of the risk mitigation strategy so that the sustainability of wagf
assets is maintained.

The third component in GRC is Compliance, which is compliance with national
regulations and sharia principles, which are the foundation of the legality of wagf
management in Indonesia. Compliance includes the fulfillment of the provisions of Law
Number 41 of 2004 concerning Wagf, various regulations of the Indonesian Waqf Board,
fatwa of the National Sharia Council-MUI, and internal operational standards of the
institution. In practice, compliance is not only understood as an administrative obligation, but
also as a mechanism to protect waqf assets from various legal disputes and abuse of
authority. Periodic sharia compliance audits ensure that all investment activities remain in
accordance with the principles of Islamic muamalah to avoid elements of usury, gharar, and
maysir [29]. Meanwhile, the legality of wagf asset administration through land certification,
digital asset registration, and wagf contract documentation is a preventive step to minimize
potential ownership conflicts in the future. Thus, compliance not only creates legal certainty,
but also strengthens the social legitimacy of wagf institutions as professional Islamic
philanthropic institutions.

Analysis of the implementation of GRC shows that the three components cannot be
separated, but form a mutually supportive management system. Governance creates the
strategic direction of the organization through good governance, Risk Management ensures
the sustainability of the economic value of waqf assets through systematic risk control, while
Compliance ensures that all activities run in accordance with legal corridors and sharia
principles [30]. When these three elements are applied in an integrated manner, productive
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waqf management will experience a significant improvement in institutional quality,
characterized by increased professionalism of nazhir, effectiveness of investment
management, transparency of information, and increased public trust. On the contrary, the
weakness of one component will have a direct impact on the effectiveness of the other two.
Therefore, the implementation of GRC must be seen not just as an administrative instrument,
but as a model of institutional transformation that is able to transform waqf management
from a conventional system to a modern management system that is oriented towards
sustainability, accountability, and optimization of socio-economic benefits for the
community.

Table 1. Parameters of Governance, Risk, and Compliance (GRC) Implementation in
Productive Waqgf Management

GRC Implementation in Waqgf Strategic Impact on Productive
Components Institutions Objectives \WET|
Governance Preparation of SOPs, Increase Increase the trust of the
separation of supervisory transparency and wakif and the
and managerial functions, accountability professionalism of the
financial audit, digitization nazhir
of assets
Risk Investment feasibility Protecting the Ensure investment
Management studies, asset diversification, principal value of sustainability and
risk management, reserve wagqf assets minimize losses
funds, sharia insurance
Compliance Compliance with the Wagf Ensuring legal Reduce legal disputes
Law, DSN-MUI fatwa, certainty and sharia  and increase the
sharia audit, asset compliance legitimacy of the
legalization institution
GRC Governance, risk control, Creating a Optimizing the economic
Integration and compliance sustainable and social benefits of
synchronization management productive wagf
system

The implementation of Governance, Risk, and Compliance (GRC) is the main foundation
in realizing professional, transparent, accountable, and sustainable productive waqf
management. The implementation of governance strengthens the supervisory system and
increases public trust through good governance, risk management maintains the sustainability
of waqf assets by systematically controlling various investment risks, while compliance
ensures that all management activities run in accordance with the provisions of law and
sharia principles. The synergy of these three components is able to improve the institutional
quality of nazhir, strengthen the sustainability of waqgf benefits, and make productive wagf a
more effective socio-economic development instrument in realizing the welfare of the
community and the goals of sharia magashid.

Optimizing Productive Waqf for Empowering the Socio-Economic Sector

The application of the Governance, Risk, and Compliance (GRC) framework in wagf
management institutions is not only aimed at improving the internal governance of the
organization, but also becomes a strategic instrument in optimizing the contribution of
productive wagf to the development of the socio-economic sector. Productive wagf is
essentially a social investment that turns wagf assets into a sustainable source of income so
that the benefits can continue to be felt by the community without reducing the principal
value of wagf assets [31]. In contrast to the pattern of social assistance distribution that is
consumptive in nature, productive waqf creates a more sustainable economic cycle through
the development of productive assets, the formation of business units, community
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empowerment, and job creation. In this context, the implementation of GRC is an important
factor that ensures that the entire asset management process takes place professionally, so
that the resulting economic surplus can be optimally distributed to the community as
beneficiaries (mauquf 'alaih). Thus, the success of productive wagf is not only measured by
the amount of assets collected, but also by the amount of socio-economic impact that has
been successfully realized sustainably.

The results of observations of various productive wagf institutions show that GRC-based
management is able to strengthen the development of the real sector through the formation of
various waqgf-based business units (social enterprises). Dompet Dhuafa Waqf, Al Azhar
Wagf Board, and Salman ITB Wagf have developed waqgf assets in the form of productive
plantations, hospitals, educational institutions, student boarding houses, and halal business
centers that generate sustainable income [32]. The profits from these business activities are
not distributed as commercial profits, but are reallocated to finance social programs such as
free education, health services, community economic empowerment, and the development of
Islamic da'wah. This model shows that productive wagf is able to build the independence of
social institutions without relying entirely on community donations [33]. From a GRC
perspective, this success is influenced by transparent investment governance, mature risk
analysis before business development, and compliance with sharia principles and national
regulations so that every investment has a higher level of sustainability.

Another very significant contribution is the empowerment of Micro, Small, and Medium
Enterprises (MSMES) as the main pillar of the community's economy. The surplus resulting
from the management of productive waqf can be used as revolving capital based on gardhul
hasan, mudharabah financing, and sharia business partnership schemes that are free from the
practice of usury [34]. In contrast to conventional financing institutions that are oriented
towards financial profits, waqgf-based financing emphasizes increasing the economic capacity
of the community so as to provide greater opportunities for small business actors to develop.
Within the framework of GRC, the selection process for financing recipients is carried out
through business feasibility analysis, risk assessment, periodic business monitoring, and
evaluation of program success so that the potential for non-performing financing can be
suppressed [35]. This approach not only increases the effectiveness of wagf fund distribution,
but also creates a healthier, more inclusive, and sustainable sharia economic ecosystem
because people not only receive capital assistance, but also receive business assistance and
entrepreneurial capacity building.

Optimizing productive wagf through the implementation of GRC also contributes to
increasing the socio-economic resilience of the community when facing various economic
uncertainties. In times of economic slowdown, inflation, and financial crisis, the existence of
productive wagf assets that are managed professionally can become a social safety net
instrument for vulnerable groups. The surplus from wagf investment can be allocated for
education subsidies, free health services, business capital assistance, skills training, and
community-based food security programs. This impact shows that productive wagf not only
functions as a philanthropic instrument, but also as a mechanism for redistributing wealth
that is able to strengthen the economic stability of the community. From the perspective of
sharia magashid, the implementation directly realizes the five main goals of sharia, namely
maintaining religion (hifz al-din) through the financing of da'wah institutions, preserving the
soul (hifz al-nafs) through health services, maintaining reason (hifz al-'aql) through education
and training, safeguarding offspring (hifz al-nasl) through family empowerment, and
preserving property (hifz al-mal) through productive business development. Therefore, the
benefits of productive wagf are not only economic, but also create comprehensive social
benefits.

Analysis of the implementation of GRC shows that the optimization of productive waqf
management will be achieved if governance, risk control, and compliance run synergistically
with the orientation of community empowerment. The success of wagf institutions is not
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enough to be measured by the amount of assets that have been collected, but rather by the
ability of the institution to transform these assets into economic development instruments that
provide real benefits to the community [36]. The better the implementation of governance,
the higher the level of institutional accountability; the better the risk management, the greater
the success of wagf investment; And the higher the level of compliance, the stronger the legal
legitimacy and public trust. This synergy ultimately creates a sustainability cycle, namely an
increase in wagf trust that encourages an increase in wagf asset collection, the development
of productive investment, an increase in economic surplus, and the wider social benefits
received by the community. Thus, the implementation of GRC not only strengthens
institutional governance, but also becomes a catalyst for the transformation of productive
wagf as an instrument of inclusive, just, and sustainable socio-economic development.

Table 2. The Impact of GRC Implementation on the Optimization of Productive Wagf in
the Socio-Economic Sector

Sectors GRC Implementation Productive Waqf Socio-Economic Impact
Program

SEEISEM] @Y Investment governance,  Productive gardens, Institutional income increases
risk analysis, periodic hospitals, schools, wagf ~ and social programs are
audits properties sustainable

Sharia Business selection, Revolving capital Increasing the income of

MSMEs financing monitoring, gardhul hasan, business actors and creating
risk mitigation mudharabah financing jobs

Education Fund management Scholarships, free Improving the quality of
compliance and school, skills training human resources
transparency

Health Supervision of waqgf Wagf-based clinics and Access to more affordable
surplus distribution hospitals healthcare

Social Integration of Economic assistance, Reducing poverty and

Resilience governance, risk, and food security, family improving people's well-
compliance empowerment being

Magashid Management according ~ Da'wah, education, The realization of benefits

Syariah to sharia principles health, productive (maslahah) in a holistic

economy manner

Optimizing productive wagf through the implementation of Governance, Risk, and
Compliance (GRC) has proven to be able to expand the contribution of waqgf to the
development of the socio-economic sector in a sustainable manner. Professional governance
increases the effectiveness of asset management, risk management maintains investment
sustainability, while compliance with sharia regulations and principles strengthens
institutional legitimacy [37]. The implementation results in an economic surplus that can be
used to support the development of the real sector, empower MSMEs, improve education and
health services, and strengthen the economic resilience of the community. In addition to
providing an economic impact, productive waqf also realizes the values of sharia magashid
through the creation of comprehensive benefits, thereby making waqf a strategic instrument
in building the welfare of the people, reducing social inequality, and strengthening inclusive
and sustainable Islamic economic development.

Challenges and Strategies for Strengthening GRC Implementation in Wagqf
Institutions

The implementation of Governance, Risk, and Compliance (GRC) in productive waqf
management provides a great opportunity to improve the professionalism of waqgf
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institutions, but its implementation still faces various structural, institutional, and technical
challenges. This complexity arises because most waqf institutions in Indonesia are still in the
transition stage from traditional management patterns to modern management systems. Over
the years, wagf management has been more oriented towards administrative aspects and asset
maintenance, so attention to organizational governance, risk management, and institutional
compliance has not been a top priority. As a result, many wagf assets have not developed
productively, and some of them are not used optimally due to weak planning, supervision,
and evaluation systems. This condition shows that the success of GRC implementation does
not only depend on the availability of regulations, but is also influenced by the readiness of
human resources, organizational culture, and the commitment of all stakeholders in building
professional waqgf governance [38], [39].

The first challenge is related to the limited capacity of human resources (HR) as the main
actor in the management of productive wagf. Many nazhir still carry out wagf management
functions based on practical experience without adequate competence in the fields of
investment management, organizational governance, risk analysis, accounting, and
information technology. In fact, the management of productive waqf assets today requires
multidisciplinary skills that are able to integrate sharia aspects with modern management
principles [40]. This low capacity has an impact on the suboptimal process of identifying
investment opportunities, weak risk control, and limited innovation in developing waqf
assets. Therefore, improving the competence of nazhir through continuing education,
professional certification, risk management training, digital literacy, and strengthening
institutional leadership is a strategic step to support the effective implementation of GRC.
Nazhir is no longer positioned only as a custodian of waqgf assets, but as a social asset
manager responsible for optimizing economic and social benefits in a sustainable manner.

The next challenge is the limitations of the institutional and technological infrastructure
that supports the implementation of GRC. The implementation of modern governance
requires an information system that is able to document waqgf assets, monitor investment
developments, compile financial reports in real time, and support internal and external audit
processes [41]. However, there are still many wagf institutions, especially those at the
regional level, that do not have an adequate digital system due to limited operational budgets
and technical capabilities. In addition, the cost of implementing GRC is relatively high
because it includes information technology development, periodic audits, asset certification,
strengthening internal control systems, and increasing human resource capacity. This
condition often raises the assumption that the implementation of GRC is only feasible for
large-scale wagf institutions. In fact, the essence of GRC does not lie in the complexity of the
system used, but in the ability of institutions to build transparent governance, manage risks
systematically, and ensure compliance with regulations. Therefore, the gradual digitization of
wagf management with the support of the government, the Indonesian Wagf Agency (BWI1),
universities, and Islamic financial institutions is a solution that can accelerate the institutional
transformation of wagf in Indonesia.

In addition to internal factors, GRC implementation also faces challenges in the form of
gaps between regulations and practices in the field. Although Indonesia already has Law
Number 41 of 2004 concerning Wagf and various derivative regulations, the implementation
at the operational level is still not fully effective. There are still uncertified wagf assets, weak
coordination between agencies, low public literacy regarding productive wagf, and an non-
optimal supervision system for the management of waqgf assets. On the other hand, some
managers still view the implementation of risk management, audits, and compliance
procedures as a form of bureaucracy that slows down the social service process. In fact, from
the perspective of GRC, all of these mechanisms actually function as instruments to protect
wagf assets so that the benefits can be felt sustainably by future generations. Therefore,
policy synergy is needed between the Indonesian Waqf Board, the Ministry of Religious
Affairs, Islamic financial institutions, the Financial Services Authority, academics, and
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Islamic community organizations to build national standards for productive waqf
management based on modern governance while maintaining sharia values.

Based on these challenges, this study offers a strategy to strengthen the implementation of
GRC through an integrative and sustainable approach. The strengthening includes improving
the professional competence of nazhir through national certification programs, digitizing the
management of information technology-based waqf assets, preparing standard operating
procedures that refer to GRC principles, strengthening the internal audit function and the
Sharia Supervisory Board, as well as developing collaboration between wagf institutions and
the government, universities, the halal industry, and Islamic financial institutions. In addition,
increasing productive wagf literacy among the community is an important factor in
strengthening public trust so that the collection of waqgf funds can continue to increase [42],
[43]. With the establishment of a strong GRC ecosystem, wagf institutions are not only able
to manage assets professionally, but also become Islamic philanthropic institutions that are
adaptive to economic developments, able to mitigate various risks, and generate wider socio-
economic benefits. The strategy will ultimately strengthen the position of productive wagf as
one of the national development instruments that contribute to the achievement of
community welfare and sustainable development goals [44], [45].

Table 3. Challenges and Strategies for Strengthening GRC Implementation in Waqgf
Institutions

Aspects

Human
Resources

Technology and
Infrastructure

Regulation and
Compliance

Organizational
Culture

Collaboration

The implementation of Governance,

institutions still faces various challenges,

Key Challenges

Nazhir's competence is
still limited in
governance,
investment, and risk
management.

Digitization of assets
and information
systems is not optimal

Regulatory
implementation is not
evenly distributed,
there are still
uncertified assets.

Resistance to change
and implementation of
GRC systems

Synergy between
institutions is still
limited.

GRC Strengthening
Strategy

Nazhir certification,
GRC training, digital
literacy enhancement

Development of waqgf
information systems,
digitization of financial
statements, national
database of waqf

Strengthening BWI
supervision, periodic
sharia audits,
accelerating asset
certification

Internalization of
governance culture,
socialization of risk
management, adaptive
leadership

Partnerships with the
government,
universities, halal
industry, and Islamic
financial institutions

Risk, and Compliance (GRC)
especially the

Expected Impact

Increased
professionalism and
institutional capacity

Increased transparency,
efficiency, and
management accuracy

Legal certainty and
protection of wagqf
assets increased.

Organizations are more
responsive to change
and risk

The productive waqgf
ecosystem is getting
stronger and more
sustainable.

in wagf

limitation of nazhir

competence, the lack of optimal use of technology, high implementation costs, and
gaps between regulations and management practices in the field. This condition shows
that the transformation of waqgf governance requires comprehensive institutional
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strengthening through improving the quality of human resources, digitizing asset
management systems, strengthening audit mechanisms and sharia compliance, and
closer synergy between the Indonesian Waqgf Board, the government, academics, and
Islamic financial institutions. With the implementation of this strategy, the GRC
framework is not only an instrument for organizational control, but also a foundation in
building a waqgf institution that is professional, transparent, adaptive to risks, and able
to optimize productive waqf management to improve the socio-economic welfare of the
community sustainably.

CONCLUSION

Based on the results of the research, it can be concluded that the implementation of
Governance, Risk, and Compliance (GRC) is a strategic approach that can optimize the
management of productive wagf in the socio-economic sector through strengthening
institutional governance, investment risk control, and compliance with sharia regulations and
principles. The implementation of governance encourages the creation of transparency,
accountability, and professionalism of nazhir to increase public trust as the main capital in
the collection of waqf assets. Meanwhile, the implementation of risk management ensures the
sustainability of the principal value of wagf assets through the identification, mitigation, and
control of various investment risks, so that waqf assets remain productive and able to
generate sustainable economic benefits. The compliance aspect provides legal certainty and
sharia compliance through the fulfillment of the provisions of laws and regulations,
compliance audits, and supervision of the Sharia Supervisory Board, thereby strengthening
the institutional legitimacy of waqf. The synergy of the three components has been proven to
be able to increase the effectiveness of productive waqf asset management, which has an
impact on the development of the real sector, empowerment of sharia-based MSMEs,
expansion of access to education and health services, job creation, and strengthening the
socio-economic resilience of the community in accordance with the goals of sharia magashid.
However, the implementation of GRC still faces challenges in the form of limited
competencies, suboptimal digitization of asset management, high implementation costs, and
gaps between regulations and practices in the field. Therefore, it is necessary to strengthen
the capacity of human resources, digitize the waqf management system, strengthen the
supervisory mechanism, and foster closer collaboration between the government, the
Indonesian Waqgf Agency, Islamic financial institutions, academics, and the community so
that GRC can be implemented comprehensively. Thus, GRC is not only an instrument of
organizational governance, but also the foundation of productive waqgf transformation as an
instrument of Islamic socio-economic development that is professional, sustainable,
inclusive, and able to improve the welfare of the people fairly.
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