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Abstract 

This research study aims to examine the Potential of Cash Waqf  Management in improving the 

economy of the Ummah through Islamic Financial Institutions in North Sumatra Province. The 

respondents of this study were 180 respondents with qualifications based on gender, education, 

and type of work. This study also uses the Structural Equalation Modeling (SEM) research 

method using warPLS software version 7.0. This research is qualitative. The results of the 

research hypothesis on the three hypotheses show that the results are accepted, namely the 

relationship of cash waqf to the economy of the people of 0.341 which means that 34.1% of 

these variables have a relationship, as well as the relationship of the people's economy to 

Islamic financial institutions shows the results of 0.367 or 36.7% The variable shows the 

relationship. Next, the relationship between cash waqf and Islamic financial institutions is 0.105 

or 10.5%, showing the relationship between these variables. 
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INTRODUCTION 

Islam always provides values in all aspects including aspects of life. The aspect of life in 

question is in the form of an economic aspect, where Islam is strongly opposed to matters 

relating to poverty. HR. Bukhari Muslim Rasulullah SAW said "poverty, ignorance and disease 

are the enemies of Islam". Where Islam is not only related to worship, but Islam has a concern 

for the welfare of the people in the world. 

The welfare of the people is regulated by an institution, namely a waqf institution. Waqf 

has developed in the era of Rasulullah SAW, so this waqf institution can help ease the burden 

on the community in meeting their needs. One of the waqf that can be used by the community is 

Cash Waqf, this cash waqf developed during the Ayyubid dynasty of Egypt. Where the waqf 

managed by the waqf manager does not run optimally. 

Things that cause waqf not to run optimally include the incompetence of waqaf 

administrators (nadzir) in managing waqf, as well as the waqaf fund management system which 

is considered to be too minimal for funds collected Public understanding of waqf is still too low 

so this has an impact on the collection of waqf. Where some people assume that waqf must be 

carried out if they have assets in the form of land and other property, as well as in the use of 

waqf funds which seem to be focused only on mosques, prayer rooms, plantations, medical 

centers, and other physical buildings regulated in Law No. . 41 of 2004 related to waqf. 

Waqf has an important role in the development of social, economic and cultural activities 

including school houses, hospitals, mosques, public libraries, etc. Waqaf has great potential in 

improving humanitarian (social) services, including the handling of natural disasters that 

occurred in North Sumatra, namely Tsunamis, flash floods, landslides, earthquakes, Mount 

Melutus, where all these natural events were handled using waqaf. 

We all know that recently there has been news about how to explore the potential of the 

people in building solidarity between communities through waqf. The implementation of cash 

waqf is relatively new in Indonesia. Cash waqf, namely waqf carried out by the community in 

addition to land and buildings, but initially cash waqf in the form of a cash waqf certificate 

introduced by a scientist, namely Prof. Dr. MA Mannan. With the establishment of an institution 

or entity called the Social Investment Bank Limited (SIBL) and then the institution collects funds 

from the public through a cash waqf certificate. 

Cash waqf developed first in countries with a majority Muslim population, such as 

Bangladesh which has the potential to have larger cash waqf assets compared to land and 

building waqf. 

In Islam, the functions of Islamic socio-economic institutions include waqf, waqf is very 

large in contributing to solving the problem of people's poverty. Where the rapid progress in the 
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field of science and technology can be seen so that in the application of this social activity, 

Islamic banks or Islamic financial institutions can implement the role of re-activating the role of 

Islamic Economics from various waqaf management product instruments, especially cash waqf 

This cash waqf product is expected to be used as an instrument by Islamic financial institutions. 

With the aim of overcoming poverty and education can be overcome. 

In Indonesia, especially in North Sumatra Province, cash waqf has only received special 

attention and also has a legal basis based on the MUI Fatwa on May 11, 2002. Likewise with 

Law No. 41 of 2004 concerning waqf and PP. 42 of 2006 regarding the implementation of Law 

no. 41 About waqf. 

Through PP No. 41 of 2004 that the management of cash waqf is submitted by Islamic 

Financial Institutions or Sharia Banking appointed by the Minister. In this Government 

Regulation, the Government explains the handover of cash waqf management on the basis of 

safe considerations. Along with PP No. 42 of 2006 which states that the submission of cash 

waqf management is not only in Islamic financial institutions or Islamic banking because there 

are still independent institutions that are competent in managing cash waqf funds. 

 

LITERATURE REVIEW 

Cash Waqf Theory 

a. The advantages of cash waqf compared to fixed object waqf: 

1. For people who will waqf, there is no limit to the amount of money they have. 

2. Cash waqf in the form of assets can be used for building construction, agriculture, 

animal husbandry, etc. 

3. Assisting educational institutions in carrying out their operations with their limitations and 

operations 

4. Can be independent in developing education through cash waqf funds 

b. Purpose of Cash Waqf 

1. As a complement to Islamic Banking products, because cash waqf can be in the form of 

certificates with a certain nominal value 

2. Help raise savings through cash waqf certificates. 

3.  Increase investment in the field of social capital market development. 

4. Increase awareness. 

c. Cash waqf in Law number 41 of 2004 is regulated in Articles 28 to 31, namely: 

Article 28 : Wakif may endow movable objects in the form of money through a sharia financial 

institution appointed by the minister. 
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Article 29 : 1). Waqf of movable property in the form of money as referred to in Article 28 is 

carried out by the wakif with a written statement of the will of the Waqif; 

2). Waqf of movable property in the form of money as referred to in Article 1 is issued in the 

form of a cash waqf certificate; 

3). The cash waqf certificate as referred to in paragraph 2 is issued and submitted by the 

Islamic financial institution to the Wakif and Nazhir as evidence of the surrender of the waqf 

property. 

Article 30 : Sharia financial institutions on behalf of Nazhir register waqf assets in the form of 

money to the minister no later than 7 (seven) days after the issuance of cash waqf certificates. 

Article 31 : Further provisions regarding waqf of movable objects in the form of money as 

referred.  

 

Theory of Islamic Financial Institutions 

a. Law – Cash Waqf Invitation 

Law No. 41 of 2004 requirements for Islamic Financial Institutions that are entitled to receive 

cash waqf. 

(a). Islamic financial institutions must apply to the Minister in writing 

(b). AD Approval Reporting on Legal Entities 

(c). Based in the Republic of Indonesia 

(d). engaged in Islamic finance and 

(e). The implementation of the wadi'ah function. 

 

b. The Role of Islamic Financial Institutions in Cash Waqf 

 

The strategic role of Islamic Financial Institutions in the development of cash waqf in 

Indonesia is primarily Islamic financial institutions that have branch offices and adequate 

facilities including SMS banking, Internet Banking, Phone Banking, and auto debit facilities. So 

that with complete and sufficient facilities at this Islamic financial institution, it can make it easier 

for Indonesian people to access and carry out cash waqf worship. 

Islamic Financial Institutions have professional, competent, and reliable human 

resources in carrying out the optimal collection of community waqf funds. The funds collected 

later in this LKS are generally under the LPS guarantee so that the cash waqf funds collected 

can be guaranteed safe. 
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RESEARCH METHODOLOGY 

Research Design and Research Model 

 This research uses a qualitative approach. Data was obtained from 200 respondents 

based on a questionnaire that was prepared according to the research objectives. Then 

tabulated and processed with the application of partial least squares to explain the relationship 

between constructs. Data analysis using SEM. Based on the theory that for every individual who 

carries out waqf in the form of cash (cash) it can help in improving the economy of the people 

which if waqf in the form of money can be collected it can be managed by Islamic Financial 

Institutions. The proposed research model can be seen in the following figure: 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Research Framework 

 

The Data 

The data in this study were obtained from questionnaires. The questionnaires distributed were 

200 respondents and 180 respondents returned. Amount is the standard amount used in 

WarpPLS version 7.0 software. The assessment of this questionnaire questions uses a scale of 

1 to 4 which means Strongly Disagree to Strongly Agree. There are 3 variables used in this 

study, namely: 

1. Cash waqf includes: Nazhir's involvement with waqf training, background, information media, 

regulations. 

2. The people's economy includes: manageable resources, human and entrepreneurial 

resources, technology 

3. Islamic Financial Institutions. 
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Analytical Approach 

The analytical method used is PLS and the software used is WarpPLS 7.0. Scientifically, 

PLS can predict the application and development of theories, analyze small samples, and test 

the model fit (overall model fit). PLS has the advantage of being able to test multiple variables at 

once. PLS is a component-based SEM method with predictive purposes. PLS techniques are 

often used in analyzing complex causal predictives, and are not supported by theories aimed at 

exploration (Hartono, 2007; Solihin, 2013). The advantage of WarpPLS 7.0 software is that it is 

able to test the relationship between moderating variables directly. By WarPLS it is very suitable 

to be used in this research. Testing is done to see the model as a whole. The standard value of 

the Fit model is met, namely APC (average. path. coefficient) and ARS (average. R-square) with 

a significance (p<5. and the value of Full Cilinearity VIF (variance.inflation.factor) below 3.3. 

(Solihin, 2013). 

 

Reliability Test 

Reliability testing aims to ensure that the research instrument can be presented in the 

form of a concept measure consistently without any deviation. Consistency of the results can be 

shown if the measurement of the same subject obtained results that are not different (Hartono, 

2008). In this study, the reference is Cronbach's Alpha Coefficient (Hartono, 2008) as a 

reliability test. Cronbach's Alpha tolerance value of 0.50 - 0.60 is considered reliable. The 

variable is said to be more reliable if it has Composite Reablity> 0.60 or close to number 1 

(one). 

 

Validity test 

Validity is a measuring instrument against the question instrument whether it is true that 

it should be measured. An instrument is said to be valid if what is measured is real. Meanwhile, 

an instrument that is not in accordance with its purpose is said to be invalid. 

The validity test in this study is the construct validity test, which includes: convergent and 

discriminant validity. The validity test aims to see the level of conformity between the indicator 

and the theory (Hartono, 2008). Evaluating the validity of the convergent by looking at the 

loadings factor criteria if the value is > 0.50 and average. variance.extracted (AVE) > 0.50. This 

value is obtained by a convergent probability indicator > from 50% (Solihin, 2013). The principle 

of discriminant validity is that the constructs measure the same and have a high degree of 

correlation. The barometer that is measured is by comparing the roots of the AVE construct 

which is higher than the correlation between latent variables by looking at the cross loading 

(Solihin, 2013). 
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Hypotheses testing 

The confidence level of this study is 5%. The hypothesis is accepted if the p value <0.05. 

The path coefficient value aims to see the direction of the correlation coefficient relationship. A 

positive correlation coefficient indicates a positive relationship between variables. The test of 

this research also looks at the coefficient of determination (R2). This value explains the variation 

of the dependent variable. The value of R2 is between the values of zero to one. If the value is 

zero, it cannot explain the variation in the dependent variable, while if it is worth one, the 

independent variable explains one hundred percent of the variation in the dependent variable. 

 

RESULTS  

Description of Research Data 

The questionnaires distributed to the respondents in this study were 200 questionnaires. 

While the returned questionnaires were 180 questionnaires. The following is a description of the 

research respondents: 

 

Table 1. Gender of the Respondents 

Gender Respondents (%) 

Adult Male 100 55,55 

Adult Female 80 44,44 

Total 180 100,00 

 

Table 2. Educational Characteristics 

Education Respondents (%) 

SMA 50 27,78 

Sarjana 130 72,22 

Total 180 100 

 

Table 3. Job Characteristics 

Job Characteristics Respondents (%) 

Pegawai Swasta 80 44,44 

ASN 70 38,89 

Wirausaha 30 16,67 

Total 180 100 
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Based on the table above, it can be concluded that as many as 55.55% of adult men are 

dominant in carrying out cash waqf and 44.44% are continued by adult women. There are also 

130 respondents with undergraduate qualifications occupying 72.22% who have implemented 

cash waqf and 27.78 percent followed by respondents with high school education. It is also 

seen from the level of employment that 44,44% of respondents based on work as private 

employees are more involved in carrying out cash waqf through Islamic financial institutions 

compared to ASN which ranks second at 38.89% and the last entrepreneur is 16.67% of 

respondents who carry out cash waqf. 

 

Model Test Results 

 

Table 4. Research Model Testing 

Scale       Estimated value  Ideal 

Average path coefficient (APC    P<0.001  <=0,05 

Average R-squared (ARS)    P<0.001  <=0,05 

Average adjusted R-squared (AARS)   P<0.001  <=0,05 

Average block VIF (AVIF)         1.095   <= 3.3 

Average full collinearity VIF (AFVIF)          1.787   <= 3.3 

Sympson's paradox ratio (SPR)       1.000    <= 1 

R-squared contribution ratio (RSCR)        1.000    <= 1 

Statistical suppression ratio (SSR)       1.000    >= 0.7 

Nonlinear bivariate causality direction ratio (NLBCDR)     1.000    >= 0.7 

  

From the Table above, it can be seen that each value in APC (P=0.001), ARS (P<0.001), 

AARS (P<0.001), AVIF(1.095), AFVIF(1.787), SPR (1), RSCR (1), SSR (1) and NLBCDR (1) in 

this study have met the ideal criteria and the model used in this study is fit. 

 

Reliability Test Results 

Reliability testing aims to ensure the research instrument presents a consistent 

measurement without any deviation. The results of data processing are as follows: 

 

Table 5. Reliability Results 

Composite reliability coefficients       Cronbach’s alpha coefficients 

Waqaf Tunai    0,518                  Waqaf Tunai                              0,614  

Ekonomi Umat    0,638     Ekonomi Umat                            0,553 

Lembaga Keuangan Syariah            1,000                Lembaga Keuangan Syariah        1,000 
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The basis used in the reliability test is the value of Composite reliability coefficients and 

Cronbach's alpha coefficients are above 0.5. The results in table 5 above indicate that the 

questionnaire instrument in this study has met the requirements of the reliability test. 

 

Validity Test Results 

This validity test contains the suitability of each indicator with the theory (Hartono, 2008). 

The validation test criteria is to use the loadings factor criteria (cross-loadings factor) with a 

value of more than 0.50 and the average variance extracted (AVE) with a value exceeding 0.50 

for the convergent validity test and for the discriminant validity test using a comparison of the 

roots of the AVE with correlation between variables. The construct AVE value should be higher 

than the correlation between latent variables (Solihin, 2013). The test results show the following 

results: 

 

Table 6. Combined Loadings and Cross Loading Factor 

                            Waqaf Tunai     Perekonomian       Lembaga Keuangan  

                                                       Umat                       Syariah 

Waqaf Tunai 1            (0.542)            0.480                           -1.206 

Waqaf Tunai 2            (0.989)            0.047           -0.075 

Waqaf Tunai 3            (0.734)            0.561                           -1,315    

Waqaf Tunai 4            (0.989)            0.047                           -0.075 

Waqaf Tunai 5            (0.706)           -0.057                           -0.126 

Ekonomi Umat 1         -0.148           (0.790)                           -0.095 

Ekonomi Umat 2        -0.110            (0.766)                            0.481 

Ekonomi Umat 3         1.004            (0.500)                           -1.464 

LKS              0.000              0.000                            (1.000) 

 

Table 7. Comparison of roots of AVE with correlation between variables 

 Waqaf Tunai Perekonomian Umat Lembaga Keuangan 

Syariah 

Waqaf Tunai (0.639) -0.079 0.588 

Perekonomian Umat -0.079 (0.642) 0.382 

Lembaga Keuangan 

Syariah 

0.588 0.382 (1.000) 

  

Table 7 above shows that the square root value of AVE for each construct is greater 

than the correlation value, so that the construct in this research model can still be said to have 

http://ijecm.co.uk/


©Author(s) 

Licensed under Creative Common   Page 142 

 

good discriminant validity. Thus the instrument used in this study has met all the provisions of 

the validity test. 

 

Hypotheses Test Results 

The level of confidence used in this research is 5%. The hypothesis will be accepted if 

the p value <0.05. The results of the partial least square (PLS) calculation are as follows: 

 

 

 

 

 

 

Figure 2. WarPLS 7.0 Model Output Results 

 

From the results of the WarpPls 7.0 output, the results of hypothesis testing can be 

summarized as in the following table: 

 

Table 8. Summary of Research Results 

 Coefficient P Value Ideal Remark 

Waqaf Tunai – 

Ekonomi Umat 
0.341 < 0.01 < 0.05 

Accepted 

Ekonomi Umat – 

lembaga Keuangan 

Syariah 

0.367 < 0.01 < 0.05 

Accepted 

Waqaf Tunai – 

Lembaga Keuangan 

Syariah 

0.105 < 0.01 < 0.05 

Accepted 

 

From the summary of the research results in the table, it can be seen that of the three 

hypotheses proposed, all three were accepted. 

 

DISCUSSION 

The results of the study show that the economy of the people is strongly influenced by 

factors . The results of the study show that the coefficient value is 0.341, which means that the 

hypothesis is accepted, but this variable can only explain the relationship between cash waqf 

and the economy of the people of 34.1%. The results of this study are still in line with research 
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conducted by (Abdul Rahman Hidayat, 2000) which states that waqf has taught Muslims the 

importance of continuous economic resources to ensure the continuity of welfare in society. 

Next, the relationship between Islamic financial institutions and the people's economy 

shows a coefficient of 0.367, which means that the hypothesis is accepted, but this variable can 

only explain the relationship of 36.7%. The results of this study are still in line with research 

conducted by (Faizah, Saidatul.2009) which states that customers experience a positive 

influence on the contribution made by BMT Mitra Ummah Tebing Tinggi in poverty alleviation 

efforts with the economic concept of the people, with 0.8 sales profit. customers increased, 0.8 

increased customer sales turnover, and the dropout rate (0.33) and (0.0) were not literate after 

becoming a customer of BMT Mitra Ummah Tebing Tinggi. 

Likewise, the relationship between cash waqf and Islamic financial institutions shows a 

coefficient of 0.105 which means the hypothesis is accepted, but the variable can only explain 

the relationship between these variables by 10.5%. The results of this study are not in line with 

research conducted by (Umi Chamidah, 2008) which states that customers experience a 

positive influence on the contribution made by BMT Mitra Ummah Tebing Tinggi in poverty 

alleviation efforts with the economic concept of the people, with 0.8 increase in customer sales 

profit, 0.8 customer sales turnover increased, as well as dropout rates (0.33) and (0.0) were not 

literate after becoming a customer of BMT Mitra Ummah Tebing Tinggi. 

 

CONCLUSION 

The purpose of this study was to examine the Potential of Cash Waqf Management in 

improving the economy of the Ummah through Islamic Financial Institutions in North Sumatra 

Province. This research adopts cash waqf theory and financial institution management theory. 

In managing cash waqf, at least one must understand the concept of cash waqf so as not to 

misinterpret the meaning of cash waqf, the interpretation of cash waqf is also influenced by 

several indicators, namely training on cash waqf, background, information media, and 

regulations. 

 

SUGGESTIONS 

So that every level of society, both from different backgrounds, especially Muslims, are 

given training on the importance of understanding cash waqf. So that in carrying out this 

practice, the community is not mistaken, that the implementation of cash waqf does not only 

have to have more property or it is enough before waqf, but cash waqf can be carried out if a 

person has assets / objects that do not move and no longer function for his life. Then at least 
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the property/object is waqf right so that the property/object is more meaningful to the needy 

compared to himself. 
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