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EXECUTIVE SUMMARY

of required skills and knowledge to work in the waqgf sector. Also, the administrative
structure of awqaf needs to be upgraded to stay abreast of the demands of modern
management and the new formats of waqf, and a comprehensive database that
covers all aspects of waqf activity needs to be developed.

Third: Waqf alliances and partnerships need to be developed. These can be formed
between individual awgaf, as independent stand-alone units, and governmental
agencies that supervise the waqgf sector. The format of waqf funds could be used to
combine the funds of various institutions and employ them to finance projects that
respond to the needs of the society.

Fourth: The resource base and uses of waqf revenues need to be expanded and
diversified by attracting various new waqf resources and investing existing wagqf
resources to form, increase and make permanent a waqf capital base. It should be
borne in mind that mobilizing wagf resources (attracting and investing) will be subject
to the effects of the latest developments in the national economy and the requirements
of economic reform that the Kingdom has embarked upon. This is all in response to
economic and political variables both regionally and internationally. This matter also
applies to the increased use of wagf resources and the ways they are spent. This is
especially so as the need increases for a more effective waqf sector in particular and
a more effective non-profit sector in general.

Fifth: The waqf message needs to be upgraded to raise consciousness about waqf
and to spread its culture. A plan needs to be developed to increase awareness of waqf
and its importance, and knowledge should be disseminated about the figh of waqgf and
its organization and the procedures related to it. Effort should be made to deepen
belief in it, its role and its mission. Special attention should be given to proposing new
formats for waqf that are in line with the requirements of the current era.
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6. The Future of Awqaf in the Kingdom of Saudi Arabia

The fifth section of the report focussed on the future of awqaf in the Kingdom. The
report concluded that the future of the awqaf sector looks promising and encouraging.
This is in case the governmental agencies and private entities connected to the
sector have the real will to raise it up and to achieve effective waqf practices that
can produce the desired effect. This conclusion is based upon the size of the Saudi
economy and the resources available to it, the limited estimated amount of wealth
that has been designated as waqf in the national economy compared to the amount
of wealth circulating within the economy, as well as confidence in the great potential
for charitable activity in Saudi society.

6.1 Key Points of the Future Vision for the Waqf Sector in the Kingdom

1. updating laws and regulations consistent with the current needs.

2. Proper governance of the waqf sector with enhanced oversight and transparency.
3. Upgrading wadqf activity and creating awareness about the importance of waqf.

4. Making waqf assets grow and providing attractive waqf products that incentivize
the growth and diversification of waqf portfolios.

5. Efficient administration of wagf assets, with increased returns from their investment.
6. Diversified spending of waqgf income on high impact social projects.

Guaranteeing a bright future and effective practices for awgaf in the Kingdom
requires, depending on these six key points, needs a number of initiatives related to
the following:

First: Creating the proper legal and regulatory environment to govern, organize and
direct waqf activities. This will require support for contemporary figh studies of wagf to
support legislation related to waqf.

Second: Organizational capacity and structures need to be built up at the level of the
wagf sector and its components. That involves preparing qualified staff with a variety
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regulatory issues related to waqf and are not able to develop new forms of waqf that
would answer the various arising needs of development. This state of affairs calls for
an advanced consciousness-raising program. There are also other areas that need to
be addressed related to the wagf assets; for example, the high percentage of vacant
lands and the presence of decrepit, abandoned and non-functional buildings among
the waqf assets. These require a combination of sources to fund, administer and
operate these assets in order to help restore them so that they fulfil their intended
functions.

5.3 Developing a Mechanism for Writing Waqf Documents

The report team conducted a survey of a number of specialists and persons involved
in waqf activities that revealed numerous practices that need upgrading in the
preparation of wagf documents. These include: conflict in the documents’ articles;
failure to consult specialized experts; awqgaf being set up with the intention of
harming the founder’s heirs; failure to properly identify and define the boundaries
of the asset being designated as waqf; failure to properly define the beneficiaries;
stipulating impermanent beneficiaries; failure to investigate the various newly arising
societal needs that should be addressed; reproducing the traditional beneficiaries
even where there is little need for more of the same in a given locality; restricting the
wadf trustee administrator and not giving him the necessary powers and flexibility;
lack of awareness that multiple specializations are needed to properly administer a
waqf; for example, knowledge of economics, management, accounting, laws and
regulations. (This is more relevant to some awqaf than others.) Some waqf donors
also lack proper awareness of the dangers of not officially registering their awqaf.
The establishment of specialized waqgf consultancies as well as the establishment of
departments specializing in awgaf in the Shari‘ah courts have led to the development
of new mechanisms and standardized waqf documents to reduce the errors in this
area.
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5. Areas of Development of the Awqaf sector in the Kingdom

5.1 Developing the Programs of the General Authority of Awqaf

The fourth section of the report highlights areas that need to be upgraded in the waqf
sector of the Kingdom of Saudi Arabia. At the top of the list is the launching of the
programs of the General Authority of Awqaf, whose establishment and charter were
approved on 271437/2/H. It is hoped the General Board will address the weaknesses
in the organizational and administrative structure that supports awgaf and that it
will facilitate their adjustment to the developments currently being witnessed in the
economic sectors of the Kingdom. The roles that the Board is expected to play in
this regard include making waqf procedures easier, increasing the efficiency of the
administration of awqaf under the supervision of the General Authority, upgrading
the human capital specialized in awqaf, increasing the levels of transparency and
disclosure on the part of official and private awqaf, particularly regarding financial
performance; and measuring the efficiency of the sector and its contribution to local
production. In addition, it should upgrade governance of the waqf sector and make it
more effective, and it should develop channels of financing and investment to support
the expansion of awqaf.

5.2 Raising the Consciousness of Waqf Patrons and Diversifying Awqgaf and
Their Expenditures

As far as areas that need upgrading both waqgf patrons and wagqgf properties, the
foremost is the negative attitude that a segment of wagf patrons has toward the role
government supervisory agencies play regarding awqaf. They resent the extent to
which these agencies are involved in wagf affairs. As a result, some of them refrain
from officially registering their awqaf. In addition, some are unclear about the difference
between wagf and bequest (wasiyyah), which may lead to a preference for bequest
over waqf and deprive the society of the benefits of a waqf being executed at the
present time. A great number of waqgf donors lack knowledge of the Shari‘ah and
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thought of as being the responsibility of the government. Examples include health
care, educational services, academic research, housing, and support for national
crafts and manufacturing and productive families. The waqf sector has also witnessed
the establishment of a number of waqf foundations, corporations and entities that
give awards nationally, regionally and internationally for best practices, governance,
transparency and disclosure. Another positive practice that has been observed in the
private sector is the establishment of wagf committees in the chambers of commerce
and industry in various parts of the Kingdom. As of the date of the preparation of this
report, twelve committees had been established while six more are expected. These
committees have become increasingly active in last few years as evidenced in the
convening of conferences, seminars, meetings and workshops devoted to issues and
challenges facing awqaf and mechanisms for upgrading them and magnifying their
role in the service of the economy and the society. The presence of waqf committees
in the chambers of commerce and industry led to the establishment of the Awqgaf
National Committee in the Saudi Chambers in 1435H. The members were selected
from the waqgf committees of the local chambers of commerce and industry. The
goal of the Awqaf National Committee, which comprises members of twelve local
chambers of commerce and industry, is to reduce the problems facing awqgaf in the
Kingdom and to present quality initiatives that will serve the sector. It also seeks to fully
coordinate the activities of the waqgf committees of the local chambers of commerce
and industry. The establishment of expert waqf consultancies is another example of
positive practices in the private sector regarding the awqaf sector of the Kingdom.
These waqgf consultancies offer advice on Shari‘ah, regulatory, administrative and
investment matters to those interested in establishing a wagf and to those working
in the sector. They also hold workshops to upgrade the skills of waqgf administrators
and others concerned with awqaf. They also help set up waqf foundations that give
out awards.
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data. It is the primary reliable instrument for disclosure of information about eligibility
organizations and charities data. It gives stakeholders and the public access to
fundamental, demographic and financial information about charitable entities,
providing thereby the highest levels of transparency. That is the hope, at least, when
it becomes fully operative. In addition, the General Authority of Awgaf is undertaking
a survey to develop official indices and statistical data about the non-profit sector that
will become the statistical reference. It will serve researchers, executives and decision
makers by providing modern value-added statistical products and services in accord
with international standards and practices.

Another aspect of governmental concern for awqaf is the efforts of supervisory
agencies to take care of, maintain and develop the assets that have been designated
as awqaf. A field study was conducted of neglected and unregistered awqgaf. The
public has been encouraged to report such neglected and unregistered awqaf by
providing the incentive of a financial reward for anyone who provides information
about them. This effort resulted in the discovery of a large number of awqaf throughout
the country. Another example of governmental concern for awqaf is the approval by
the Council of Ministers of the establishment of the King ‘Abd al-'Aziz Association of
Waqf Libraries in Madinah. In addition, a partnership between the public, private and
charitable sectors has been established; in the wake of that a number of research
chairs and academic societies have been set up.

4.2 Positive Practices on the Non-government Level

The efforts of the private and charitable sectors have backed the government sector
in supporting awgaf with a number of notable positive practices. Among the most
prominent has been the upgrading of the performance of waqf institutions, in their
administration and investments, and in the establishment of waqgf corporations and
other modern forms of waqf. The expenditures of awgaf have also developed; waqf
activity has begun to expand to provide new general services that were previously
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12. Culture, sports and entertainment: Establishing and supporting cultural and sports
academies, and supporting entertainment programs.

4.1 Positive Practices on the Government Level

Since it was first established, the Kingdom of Saudi Arabia has given attention to
the awqgaf sector. The report notes a number of positive practices that reflect the
government’s concern about the awqaf sector and with having it play a more effective
role. The kings of the Kingdom of Saudi Arabia, from the founder to his sons, as well
as the men of the government, have been proactive in establishing awqaf that serve
various development functions. This occurred in all the reigns, reflecting a belief in the
importance of charitable work. In addition, due attention has been given to providing
for the administrative and organizational aspects of the awqaf sector. This led to waqf
affairs being given their own specialized administrative organization that organizes
the awqaf, preserves them and works to develop and upgrade them so they fulfil the
stipulations of the donors who established them. It also works to strengthen the role
of awgaf in promoting social and economic development. The Ministry of Justice
has set up departments in nine Shari‘ah courts that specialize in cases involving
awqaf in various parts of the Kingdom. This too reflects a belief in the importance of
this sector by expediting the swift resolution of the cases involving it in the courts. In
addition, a special committee has been formed to expedite waqf cases by codifying
procedures related to the purchase, sale, transfer and substitution of waqgf assets and
by developing standardized documents to streamline those processes. On top of that,
the judiciary has played a major role in providing legal protection for and preservation
of awqaf. Likewise, the Ministry of Commerce is undertaking an extensive study
to develop the final format of a project organizing non-profit corporations, which is
expected to give greater leeway for the opening of waqf corporations. Regarding
transparency, disclosure and governance, the Ministry of Labour has launched the
national Ifsah Platform for information on local eligibility organizations and charities
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research; providing scholarships; sponsoring the authorship, publication translation
and distribution of books, preparing manuscripts from the Islamic heritage for
publishing, supporting academic societies, research chairs, online schools and waqf
libraries.

5. Specialized research and consultancy Centers: Establishing and supporting centers
for expert research and consultancy in various specializations, and supporting their
programs.

6. Housing: Building and supporting waqf housing projects in cities and villages in
various provinces; providing housing for imams of mosques, muezzins and preachers
of the Friday sermons as well as for recipients of social security, the families of martyrs
and students of knowledge.

7. Health: Building and supporting medical cities, hospitals and clinics; establishing and
supporting centers for cancer treatment, heart surgery, dialysis, persons with special
needs, those afflicted with leukoderma, patients with blood diseases and tumors;
supporting anti-smoking campaigns, nursing homes, facilities for the handicapped;
mobile clinics; medical caravans, and patient support groups.

8. Local production, productive families, and entrepreneurship: supporting SMEs,
entrepreneurs and productive families—materially and logistically—encouraging local
production; giving incentives and prizes to excellent enterprises.

9. Supporting talent and innovation: encouraging talent and innovation in various
specialties.

10. Food security: national production of various types of food: dairy products, poultry,
eggs, bakeries, food and drink; cultivation of dates and various fruits; enterprises to
preserve and distribute food; desalination plants; distributing food baskets.

11. Media and technology: Establishing and supporting constructive television
channels and programs using various means; supporting smart programs related to
awqaf, wills, etc.; developing software and specialized non-profit technical institutions;
providing technical services to charities.
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to appoint an individual to administer the wagf. 76.6% of waqf documents in the three
cities stipulated a single administrator in 1437H as compared to 71.8% in 1438H.

4. Areas of Waqf Sector Activity in the Kingdom of Saudi Arabia

The research team studied eleven hundred (1100) waqf institutions and entities
distributed across the localities, cities and provinces of the Kingdom of Saudi Arabia.
The results reveal the areas that the waqgf sector in the Kingdom actually supports
as of the time the report was prepared. The purpose was to inform all the various
stakeholders—decision makers, researchers, waqf endowers, donors and citizens—
regarding the various areas covered by the waqf sector as a whole. This will help
improve the current incomplete mental picture regarding the areas supported by
awqaf. Moreover, the areas detected may serve as a guide for new waqf endowers
and donors to direct their awgaf toward innovative beneficial developmental areas for
which there is a more urgent need and to make them more effective. The following
are the major areas that the waqf sector is currently working to support. Subdivisions
of each major category are also mentioned.

1. Social Fields: establishing and supporting social committees, aiding the
impoverished, freeing slaves, paying blood money, sponsoring orphans, providing
training for convicts and inmates, helping those coming to marriage.

2. Dawah Fields: building and operating mosques; supporting Qur’'an memorization
programs and centers for propagation of Islam; training and sponsoring Muslim
preachers, educating those who come for hajj, ‘umrah and visiting Madinah.

3. Relief and charity Fields: digging wells and providing water; providing food for
fasting persons to break their fasts; furnishing poor people’s homes; buying cloths and
school supplies for needy families; providing relief to victims of disasters.

4. Education and academic research Fields: building wagf universities, colleges,
schools, and kindergartens; establishing university awqgaf to support academic
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1437H. In the following year the various types of real estate comprised 80.7% of all
assets turned into awqgaf, indicating an increased interest in turning assets other than
real estate into waqf.

¢ Disbursement of Waqf Revenues: The waqf documents mentioned a variety of
areas for disbursement of waqf revenues. These included maintenance of mosques,
supporting programs for memorization of the Qur’an, taking care of orphans,
providing food for fasting persons to break their fasts, support of television channels
and programs with specified purposes, interest-free loans, helping people to make
hajj and ‘umrah and to get married, as well as printing books. By comparison, it was
noticed that very little was earmarked to be spent in sectors important for development
such as education and health. Only 0.8% of the waqgf documents included spending
on education while 1.4% included spending on health.

» Ways of Benefitting from the Waqf: The benefit from some awqaf was directly
from the waqf asset, as specified in 4% of all wagf documents, while 59% specified
the benefit to come from the income generated by the asset; another 37% mentioned
benefit from both the asset and its income across the three cities in 1437H. In 1438H,
the number of awgaf in which the benefit was directly from the asset fell to 2.8%, while
55.2% assigned the benefit to the income generated by the asset and 42% mentioned
benefit from both the asset and its income. These findings indicate that the waqgf
donors prefer the benefit from the waqf to be indirect, which gives greater flexibility to
the waqf in directing its income.

* Paying Attention to Developing the Waqf Resources by investing a portion of
the income; 63.1% of all awgaf in the three cities that comprised the study sample
stipulated that a portion of the waqf income be earmarked for development and
investment. The other 36.9% did not make a stipulation for that purpose in 1437H.
The percentage of awqaf that stipulated a portion of the waqf income be earmarked
for development and investment rose to 76.6% in 1438H.

* The Method of Waqf Administration: The dominant approach of waqf donors was
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the provinces, there is no database for them. Therefore, in its analysis of this
sector, the report relied upon a survey conducted by its team of a sample of awgaf
in the Kingdom of Saudi Arabia. The sample comprised one thousand forty (1040)
wagf documents, which represent all the documents issued by waqf and bequest
consultancies attached to the Shari‘ah courts of the cities of Riyadh, Madinah and
Dammam in the years 1437H and 1438H.

The analysis showed the following results:

» The total number of waqf documents in Riyadh in 1437H was 209 documents as
compared to 348 documents in the next year, which scores an increase of 66.5%.

* The total number of wagf documents in Madinah in 1437H was 312 documents as
compared to 100 documents in 1438H, which scores a decrease of 64.1%.

» As for Damam, the number of wagf documents in 1437H was 48 documents as
compared to 23 documents in 1438H, which scores a decrease of 52%.

* Wagf Type (Charitable/Family/Shared) in the Three Cities: The distribution was
quite balanced in 1437H. The number of charitable awqaf was 33.7% of the total,
shared awqgaf were 33.5%, and family awgaf were 32.8%. The distribution became
more differentiated in 1438; the number of shared awqgaf was 43.3% of the total,
charitable awqaf were 34.7%, and family awqaf were 22%.

e Gender Distribution of Waqf Endowers: Men dominated the Waqf sphere, with
96.2% of all waqgf documents being filed by men as opposed to 3.8% filed by women
in 1437H in Madinah. The percentage of women rose to 21% as compared to 79%
men in 1438H. In Damam, the percentage of women was 25% as compared to 75%
of men in 1437H. The percentage of women increased slightly to 26.1% as compared
to 73.9% men in 1438H.

* Types of Waqf Assets: A variety of assets were turned into awqaf in the two years
1437 and 1438H. They included various types of real estate, cash waqf, waqf of
stocks and cash, as well as waqgf of companies and institutions. However, real estate
comprised the vast majority of assets turned into awqaf (95.7%) in the three cities in
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in the Kingdom of Saudi Arabia. This is due to the fact that there is no comprehensive
and official database of all waqf properties as of the date that this report was prepared.
Although the estimates differ widely, the Minister of Labour and the Chairman of the
Board of Directors of the General Authority of Awgaf declared at the beginning of
1438H that the estimated size of the waqf sector in the Kingdom of Saudi Arabia is
approximately 54 billion SR. The amount of the general awqgaf (those administered
by the General Authority of Awqaf) is 14 billion SR while the amount of awqaf
administered by other entities is 40 billion SR. Real estate comprised 80% of the
aggregate value of the official awqaf. The annual returns from these awqgaf reached
325 million SR. These returns are considered paltry as they only represent 2.3%
of the estimated amount of the awgaf administered by the General Authority. Only
25% of all awgaf had been registered in computerized records as at the beginning of
1437H. Regarding expenditure from the revenue earned of the awqgaf supervised by
the General Authority, it was determined that only 13.1% of it was spent in the areas
designated. The vast majority of revenue (86.9%) were reinvested in order to further
developing of wagf resources.

One of the most important conclusions of the report regarding the current state
of official awqaf in the Kingdom is that the size of the sector is small compared to
the overall size of the Saudi economy. The contribution of the non-profit sector to
the gross domestic product is no more than 0.3% as compared to the international
average of 6%.

3.3 Analysis of the State of Private Awqaf

What is meant by private awqaf in this report is awgaf administered by individuals,
non-profit organizations and charities. Regarding awgaf administered by charities, a
recent study published in 1438H by the King Khalid Charitable Foundation revealed
that awqaf comprise 49% of the financial resources of charitable foundations in the
Kingdom. As for awqaf administered by individuals, which are distributed throughout
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3.1 The Development of the Official Institution of Waqf in the Kingdom of Saudi
Arabia

The report reveals the government attention paid to waqgf through monitoring the
development of official wagf institution since the establishment of the Kingdom of
Saudi Arabia in the reign of King Abdul Aziz —may Allah have mercy upon him—up
to the approval of the Council of Ministers on the system of the General Authority
of Awqaf on 251437/2/H. The most important developments in this regard include
the establishment of the first Department of Awgaf in 1344H, then the issuance of
various edicts and decrees regulating awqaf during the period from 1349H to 1355H;
then the establishment of the Ministry of Hajj and Awgaf in 1381H, followed by the
issuance of the system of the Higher Council of Awgaf in 1386H; then the Executive
Regulations for it in 1393H. Matters continued according to that general structure until
the Ministry of Awgaf was separated from the Ministry of Hajj in 1414H. The former
was renamed as the Ministry of Islamic Affairs, Awgaf, Dawah and Guidance, where
the Department of Awqaf Affairs was entrusted to the Ministry>s Agency for Awgaf
Affairs, which included the General Secretariat of the Higher Council of Awgaf and
the General Secretariat of the Higher Council of Wagf Housing Projects (Arbitah).
However, the most important institutional development in wagf sector occurred with
approval of the establishment of the General Authority of Awgaf in 1431H and the
approval of its regulation in 1437H. This was an expression of the authorities’ belief
in the importance of the independence of waqf as an institution due to the importance
of its functions and roles.

3.2 Analysis of the State of General Awgaf in the Kingdom of Saudi Arabia

What is meant by “general” awgaf—for the purpose of this analysis—is the awqgaf
administered and supervised by the General Authority of Awgaf. The resources of
these awqgaf are mositly directed toward achieving general benefits. Experts on the
wagf sector and those who are concerned about it have different estimates of its size
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2. The Waqf Sector is a Primary Supporter of the Economic and Social Roles
The first section of the report clarifies the civilizational role of waqgf and its economic
and social goals in addition to the importance of its current role in confronting the
challenges facing Islamic societies in the economic and social levels and especially
the sector role in supporting the role of the government sector in financing general
services projects that fulfil the needs of a wide segment of people in the society.

3. Analysis of the Current State of the Sector in the Kingdom of Saudi Arabia
The second section of the report analyses the actual state of awqaf in the Kingdom of
Saudi Arabia starting with a historical review of waqf activity, which has a deep roots in
the Kingdom and which based on the accumulated Islamic heritage witnessed by the
land of the Two Holy Mosques over several centuries to the establishment of modern
Saudi Arabia which paid particular attention to awqaf since it was first established.
The analysis of the current state of awqaf in the Kingdom required dealing with the
most important aspects of waqgf activity. This includes its legislation, size, trends,
challenges and problems facing it and its future.

The importance of this analysis is that it represents an introduction to the state
of awqaf in the Kingdom, and a mean of diagnosing its condition. It also provides
knowledge of the aspects that require upgrading in order to achieve an effective
wagf sector that contributes to the service of the society and its development. The
analysis process has been very difficult in the absence of a reliable database about
wagf sector in the Kingdom. To resolve this, the report relies mainly upon information
derived from analysis of a sample of the contents of Waqf documents, field visits to
wagf institutions, research and consultancies centers which are specialized in wadf,
in addition to the outcome of conferences, seminars and meetings. In addition, a
number of workshops were held with executives of waqf institutions and in addition
to the participation of experts, judges, academics and practitioners. well as experts,
judges, academics and practitioners.
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1.Preface
The report of waqf economics comes at a time when the Kingdom of
Saudi Arabia is anticipating new, promising, and hopeful horizons in
the form of 2030 Vision which aspires to build a stronger and more
prosperous nation, and by the help of Allah to create a brighter
future. It does so based upon the natural and human resources
that Allah has blessed this land with, along with numerous,
geographical, civilizational, social and economic elements which
relies upon three key axes: a vital society, prosperous economy,
and ambitious nation. The Vision depends on the non-profit
sector to achieve a number of its goals, and awqgaf represent the
backbone of this sector which need innovative institutional and
regulatory initiatives in order to turn these potentials into a visible
reality and to spread its good effects to all members of the society.
From this point on, this report derives its importance from the
promising potentials of this sector in the national economy. The
report contains an assessment of the current state of the awqgaf
sector in the Kingdom of Saudi Arabia, as well as expectations for
its future through five axes which provide an integrated picture of
the reality of the sector. It will help those staff in the sector and those
who are concerned with upgrading its role and its contribution in
serving the society and in providing a realistic picture of the actual
state of the sector as well as the role assigned to it in the Vision of
the Kingdom of Saudi Arabia.







