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Islamic finance plays an important role in promoting sustainable economic
development through sharia principles that emphasize justice, transparency, and a
balance between profit and social responsibility. This financial system avoids the
practice of usury, speculation, and unethical investments, thereby creating a more
stable and inclusive mechanism than the conventional financial system. This study
aims to analyze how Islamic finance contributes to sustainable economic
development at the global level. Using qualitative methods based on literature
studies and library research, this study explores various Islamic financial
instruments, such as green sukuk, productive zakat, and profit-sharing-based
financing in supporting sustainable economic growth. The results of the study show
that Islamic finance has great potential in encouraging financial inclusion, supporting
environmentally friendly projects, and strengthening the micro, small, and medium
enterprises (MSMEs) sector. In addition, an ethical-based Islamic financial model can
improve economic resilience by reducing market volatility and the risk of financial
crises. However, there are still challenges in the implementation of Islamic finance
at large, such as regulatory harmonization in various countries, lack of Islamic
financial literacy, and limitations in sustainability-oriented investment instruments.
Therefore, more adaptive policies and synergy between the government, financial
institutions, and the private sector are needed to optimize the role of Islamic finance
in sustainable economic development.
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1. Introduction

Islamic finance has grown rapidly in recent decades and has played a crucial role in supporting
a more inclusive and stable global financial system (Ahmed et al., 2021). With sharia
principles that prioritize justice, transparency, and the prohibition of usury and excessive
speculation, Islamic finance is considered a more ethical alternative to the conventional
financial system (Hasan et al., 2020). One of the key aspects of Islamic finance is its risk-
sharing approach, which aims to create a more equitable distribution of wealth and reduce

economic inequality (Chapra, 2016).

Islamic finance is a financial system that operates based on sharia principles, which prohibits
the practice of riba (interest), gharar (excessive uncertainty), and maysir (gambling) in
financial transactions. In contrast to the conventional financial system that is purely profit-
oriented, Islamic finance emphasizes the concepts of fairness, balance, and transparency in
every transaction (Chapra, 2016). One of the main principles in Islamic finance is the concept
of profit and loss sharing, which is applied in various financial instruments such as mudarabah
(investment partnership) and musharakah (joint venture). In addition, Islamic finance also
supports ethical and responsible investment by ensuring that funds are only used for sectors

that are halal and beneficial to society.

Islamic finance has a variety of instruments designed to support sustainable and inclusive
economic growth. Sukuk, or sharia bonds, is one of the Islamic financial instruments that is
widely used to finance infrastructure projects and economic development, including green
sukuk that supports investment in the renewable energy sector (Bennett & Igbal, 2022). In
addition, instruments such as zakat, waqf, and infaq also play an important role in wealth
redistribution and poverty alleviation. Islamic financial institutions such as Islamic banks use
products such as murabahah (buying and selling with profit margins), ijarah (leasing), and
istisna (manufacturing contracts) to support business and investment activities in accordance
with sharia principles. With these various instruments, Islamic finance not only serves as a

stable financial system, but also as a tool to improve social and economic welfare.

Although Islamic finance has experienced rapid growth globally, there are still some
challenges that need to be overcome to expand its impact in the global economic system. One
of the main challenges is the lack of regulatory harmonization in different countries, which
leads to differences in the interpretation of sharia law in the application of Islamic financial
products (Hassan & Bashir, 2022). In addition, Islamic financial literacy in many countries is
still low, which hinders the adoption of Islamic financial products by the wider community.

On the other hand, with the increasing attention to sustainability and ethical investment,



Islamic finance has a great opportunity to contribute to sustainable economic development.
Innovation in Islamic financial technology (fintech) and the integration of Islamic finance with
the Sustainable Development Goals (SDGs) agenda provide bright prospects for this industry
in the future. With the right policy support and strengthening of financial infrastructure,
Islamic finance can continue to develop as an inclusive, stable, and contributing financial

system to global economic prosperity.

In the context of sustainable economic development, Islamic finance offers a variety of
instruments that support green and inclusive investment, such as green sukuk (green sukuk),
productive zakat, and profit-sharing-based financing (mudarabah and musharakah) (Bennett
& Igbal, 2022). Countries with fast-growing Islamic finance industries, such as Malaysia, the
United Arab Emirates, and Saudi Arabia, have shown how this system can be a catalyst in
sustainable project financing, particularly in the renewable energy and green infrastructure
sectors (Hassan et al, 2019). However, although the contribution of Islamic finance to
economic development is becoming more apparent, there are still various challenges in its
application globally, including regulatory differences, lack of Islamic financial literacy, and

limited access to Islamic financial instruments in several countries (Kamali, 2021).

Although many studies have discussed the impact of Islamic finance on economic stability and
financial inclusion, studies on its role in promoting sustainable economic development are
still limited (Dusuki, 2020). Most of the research focuses more on the theoretical aspects of
Islamic finance without examining concrete implementation in sustainable projects (Hussain
et al,, 2021). In addition, there is a gap in the literature related to the effectiveness of Islamic
financial instruments, such as green sukuk and productive zakat, in supporting sustainable

development in different countries with different regulations (Obaidullah, 2018).

Furthermore, there are still few studies that explore how the integration of Islamic finance in
the global economy can help achieve the Sustainable Development Goals (SDGs) set by the
United Nations (Mohieldin et al,, 2021). Therefore, this study aims to fill the gap by exploring
the role of Islamic finance in supporting sustainable economic development from a global
perspective, by examining challenges, opportunities, and policy recommendations for wider

implementation.

In recent years, attention to sustainable economic development has increased, in line with the
increasing impact of climate change and global economic inequality (World Bank, 2021). A
financial system based on the principle of sustainability is needed to ensure that economic

growth not only benefits a few parties but also has a positive impact on the wider community
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and the environment (Alam et al,, 2019). Islamic finance, with its principles that prohibit
investment in environmentally damaging sectors and encourage socially responsible
investment, has great potential to be one of the solutions in achieving inclusive and

sustainable economic growth (Ahmed & Elsayed, 2020).

However, in order for the role of Islamic finance in sustainable economic development to be
optimized, a more in-depth study of how Islamic financial instruments can be applied
effectively in different countries with different economic systems is needed (Hassan & Bashir,
2022). Therefore, this research is crucial to provide insight into how policies and regulations
can be adjusted to support the broader implementation of Islamic finance in the sustainable

economic sector.

Several previous studies have discussed the relationship between Islamic finance and
economic development. Chapra (2016) highlights how the Islamic financial system can create
economic stability by reducing excessive speculation and improving wealth distribution.
Meanwhile, a study conducted by Dusuki (2020) discusses the role of zakat in reducing
poverty and improving social welfare, but has not directly linked it to sustainable economic

development.

On the other hand, research by Hassan et al. (2019) examines the effectiveness of green sukuk
in financing renewable energy projects, but has not discussed its implementation on a global
scale. Several other studies, such as those conducted by Mohieldin et al. (2021), have
highlighted the link between Islamic finance and the SDGs, but are still limited in terms of
empirical studies of their impact in various countries. Therefore, this study offers a new
perspective by analyzing the role of Islamic finance in sustainable economic development

from a global perspective.

This research has novelty in several aspects. First, this research integrates the concept of
Islamic finance with sustainable economic development from a global perspective, not just
limited to countries with strong Islamic financial systems. Second, this study examines various
Islamic financial instruments, including green sukuk, productive zakat, and profit-sharing
financing, as well as how these instruments can be applied in supporting sustainable
development. Third, this study offers an analysis of the challenges and opportunities in the
implementation of Islamic finance globally, by highlighting policies that can drive wider

adoption in various countries.

This study aims to analyze the role of Islamic finance in supporting sustainable economic
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development from a global perspective. In particular, this study explores Islamic finance
instruments that contribute to sustainable economic development, analyzes challenges and
opportunities in the implementation of Islamic finance in the sustainable economy sector, and
provides policy recommendations to optimize the role of Islamic finance in the global

economy.

The benefits of this research include theoretical and practical contributions. Theoretically,
this study enriches the literature on the relationship between Islamic finance and sustainable
development, by highlighting how sharia principles can play a role in creating a more inclusive
and stable financial system. In practical terms, the results of this study can be a reference for
policymakers, regulators, and financial institutions in designing more effective strategies to
enhance the role of Islamic finance in promoting inclusive and sustainable economic growth.
Thus, this research is expected to provide useful insights for various parties in developing the
Islamic financial system as the main instrument in achieving sustainable global economic

development goals.

2. Method

This study uses a qualitative approach with a literature review method, which aims to analyze
the role of Islamic finance in supporting sustainable economic development from a global
perspective. The literature study was chosen because it allows researchers to examine
concepts, theories, and empirical findings from previous research in order to gain a deeper
understanding of the contribution of Islamic finance in sustainable economic development
(Snyder, 2019). With this approach, the research can further explore various Islamic financial
instruments, the challenges in their implementation, as well as their impact on financial

inclusion and green economic growth.

The data sources in this study consist of secondary data, obtained from various scientific
journals, academic books, policy reports, and official documents from international financial
institutions such as the Islamic Development Bank (IsDB), the World Bank, and the
Organisation of Islamic Cooperation (OIC). The selection of literature was carried out taking
into account the recency and relevance to the research topic, with a focus on publications in
the last five years to ensure that the data analyzed reflected the latest developments in the

Islamic finance industry (Boell & Cecez-Kecmanovic, 2015).

The data collection technique is carried out by the documentation method, namely by

identifying, collecting, and analyzing various references that discuss the relationship between

2762



Islamic finance and sustainable economic development (Bowen, 2009). Inclusion criteria in
the selection of references include studies that explicitly discuss Islamic financial instruments
such as green sukuk, productive zakat, and profit-sharing financing, as well as studies that

discuss Islamic financial regulations and policies on a global scale.

The data analysis methods used in this study are content analysis and thematic analysis.
Content analysis is used to identify key patterns and concepts in the literature studied, so that
it can provide a systematic understanding of how Islamic finance contributes to sustainable
economic development (Krippendorff, 2018). Meanwhile, thematic analysis is used to group
information based on themes that appear in the literature, such as the role of Islamic financial
instruments in economic sustainability, regulatory challenges, and the impact on global

financial inclusion (Braun & Clarke, 2006).

With a systematic literature study approach, this research is expected to make a theoretical
contribution in understanding how Islamic finance can be an important instrument in
sustainable economic development. In addition, this research also provides insights for
policymakers and financial institutions in optimizing the application of Islamic finance to

achieve inclusive and sustainable development goals.

3. Result and Discussion

The following table presents 10 selected articles based on their relevance to research topics
on the role of Islamic finance in sustainable economic development. These articles are filtered
from a variety of academic sources taking into account the recency of publications (the last
five years) as well as their contributions in explaining how Islamic financial instruments, such
as green sukuk, productive zakat, and profit-sharing financing, can support sustainable
development globally. The selection of literature is carried out systematically to ensure that
the findings reflect empirical and conceptual perspectives in the field of Islamic finance and

economic sustainability.
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Author Year Title Findings
Ahmed & 2020 Islamic finance Islamic finance
Elsayed and sustainable has great

potential in

financing
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development: A sustainable
review projects through
green sukuk and
productive waqf.
Alam et al. 2019 The role of Sharia financing
Islamic finance has been proven
in supporting to increase
green green
investments investment in
Muslim
countries
through green
sukuk schemes.
Hassan et al. 2019 Green Sukuk Green sukuk as
and Sustainable an Islamic
Development financial
Goals instrument has a
positive impact
on the
achievement of
the SDGs,
especially in the
renewable
energy sector.
Chapra 2016 Islamic The Islamic
economic economic
system and system is more
financial stable than the
stability conventional

system because
itis based on
social justice

and a more




2765

equitable
distribution of

wealth.

Bennett &
Igbal

2022

The evolution of
Islamic finance
in sustainable

development

The
development of
Islamic finance
has expanded its
reach into the
sector of
sustainable
economic
development
with various
innovations in
financial

products.

Kamali

2021

Challenges in
the
implementation
of Islamic
finance for

sustainability

The main
challenges in the
implementation
of Islamic
finance in the
sustainable
sector are non-
uniform
regulations and
a lack of Islamic
financial

literacy.

Obaidullah
(2018)

2018

Islamic social
finance and its
role in economic

inclusion

Zakat and waqf
contribute
significantly to
increasing

financial
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inclusion and
poverty
alleviation
through
productive
financing

models.

Mohieldin et al. 2021 Integrating Islamic finance
Islamic finance is closely related
with SDGs to the principles

of the SDGs, but
its
implementation
still faces
challenges on a
global scale.

Hussain et al. 2021 The impact of Sharia
Sharia- investment
compliant shows better
investments on resilience to
global economic market volatility
resilience than

conventional
investment.

Hassan & 2022 The role of Islamic financial

Bashir Islamic financial institutions have

institutions in

climate finance

great potential
in funding
environmentally
friendly
projects, but
they still need to

strengthen
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regulations and

infrastructure.

Based on the results of the literature review, Islamic finance has contributed significantly to
supporting sustainable economic development through various instruments such as green
sukuk, productive zakat, and sharia-based investment. The analyzed study highlights how an
ethically-based Islamic financial system can help reduce economic inequality, increase

financial inclusion, and encourage investment in sustainable projects.

Based on the results of the literature review that has been carried out, Islamic finance has a
significant contribution in encouraging sustainable economic development through various
financial instruments based on sharia principles. Key findings show that instruments such as
green sukuk, productive zakat, and profit-sharing financing have been widely used to finance
sustainable projects in different countries (Ahmed & Elsayed, 2020; Alam et al,, 2019). These
instruments enable a more equitable distribution of resources, reduce economic disparities,
and support environmentally friendly and sustainability-based sectors. The uniqueness of
Islamic finance lies in its principles that are not only profit-oriented but also emphasize social
and environmental responsibility, which is in line with the Sustainable Development Goals

(SDGs) agenda proclaimed by the United Nations (Mohieldin et al., 2021).

In addition to the role of Islamic financial instruments in supporting sustainable economic
development, the literature also highlights the stability of Islamic finance compared to the
conventional financial system. Chapra (2016) and Hussain et al. (2021) found that sharia
investments have better resilience to market volatility than conventional investments. This is
due to the risk-sharing mechanism in Islamic finance which prioritizes transactions based on
real assets rather than speculation. Thus, the Islamic financial system can help reduce global
economic instability and prevent financial crises that often occur due to excessive speculation

in the conventional banking system.

However, although the potential of Islamic finance in supporting sustainable economic
development is enormous, there are several challenges that need to be overcome in order to

implement it more effectively globally. One of the main challenges is the disharmony of Islamic



financial regulations in various countries (Kamali, 2021). Currently, not all countries have
uniform standards in regulating Islamic financial products, making it difficult to spread Islamic
financial instruments more widely. Some countries, such as Malaysia and the United Arab
Emirates, have successfully developed advanced Islamic financial ecosystems, while others
still experience constraints in terms of regulations and supporting policies. Therefore, efforts
to harmonize policies at the international level are needed so that Islamic finance can be more

optimal in supporting sustainable economic development.

In addition to regulations, Islamic financial literacy is also the main obstacle in its development
(Obaidullah, 2018). Many people, especially in developing countries, still do not deeply
understand the concept and benefits of Islamic finance. As a result, the adoption of Islamic
financial products is still limited and often loses competition with conventional financial
products that are more widely known. Therefore, it is important to increase Islamic financial
education and literacy so that the public better understands how this system can be a more

ethical and sustainable alternative in supporting global economic growth.

In the context of green investment and sustainable finance, a study conducted by Hassan et al.
(2019) and Bennett & Igbal (2022) highlights the role of green sukuk as a key instrument in
financing environmentally friendly projects. Green sukuk has been used to finance renewable
energy and sustainable infrastructure projects in various countries, indicating that this
instrument has great potential to drive green investment on a global scale. However, further
innovations are still needed in Islamic financial products in order to reach more sectors and
countries, especially in regions that do not yet have strong regulations related to Islamic

finance.

Overall, these findings show that Islamic finance has a great opportunity to become a key
instrument in more sustainable economic development, but there are still various challenges
that need to be resolved. With the harmonization of regulations, the improvement of Islamic
financial literacy, and more inclusive product innovation, Islamic finance can play an
increasingly important role in creating a more stable, inclusive, and sustainable global
economic system. Therefore, further research needs to be focused on how best strategies in

overcoming existing obstacles and optimizing the application of Islamic finance in supporting
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the green economy and sustainable development globally.

Discussion and Analysis

The results of the literature review that have been carried out show that Islamic finance has a
strategic role in supporting sustainable economic development, especially through various
instruments such as green sukuk, productive zakat, and profit-sharing-based financing. In
contrast to the conventional financial system that is solely profit-oriented, Islamic finance
emphasizes the principles of justice, financial inclusion, and socially and environmentally
responsible investment (Ahmed & Elsayed, 2020). These findings are in line with the
increasing global attention to economic sustainability and the implementation of the
Sustainable Development Goals (SDGs), which require the financial system to not only
prioritize economic growth, but also pay attention to social welfare and environmental

sustainability (Mohieldin et al., 2021).

In the global context, green sukuk instruments have become an innovative solution in
financing environmentally friendly projects and sustainable infrastructure. Countries such as
Malaysia, the United Arab Emirates, and Indonesia have successfully issued green sukuk to
support renewable energy projects and sustainability-based economic development (Hassan
et al, 2019). The successful implementation of green sukuk in some of these countries shows
that Islamic financial instruments can contribute to accelerating the transition to a green
economy, while reducing reliance on conventional debt-based financing that often does not

pay attention to environmental sustainability aspects.

From the perspective of Islamic economic theory, the Islamic financial system is rooted in the
concept of maqasid al-shariah, which is a sharia goal that includes the protection of religion,
soul, intellect, heredity, and property (Chapra, 2016). In the context of sustainable economic
development, maqasid al-shariah plays a role in ensuring that every financial transaction
provides benefits to the entire community and does not cause a negative impact on the
environment. This is in line with the sustainability-based economic theory developed by
Stiglitz and Sen, who emphasized that economic growth must be accompanied by social
welfare and environmental protection (Hussain et al, 2021). Thus, Islamic finance has a
comparative advantage in offering more ethical and stable financial solutions than

conventional financial systems.

Although the potential of Islamic finance in supporting sustainable economic development is

quite large, there are still several challenges that need to be overcome. One of the main
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obstacles is the difference in Islamic financial regulations in various countries, which causes
disharmony in the implementation of Islamic financial instruments (Kamali, 2021). Some
countries such as Malaysia and Saudi Arabia already have established regulations in
developing Islamic financial ecosystems, while other countries still have difficulties in drafting
policies that are in accordance with sharia principles and international banking standards.
Therefore, synergy between regulators, financial institutions, and international organizations
is needed to create global regulatory standards that can support the growth of the Islamic

finance industry more broadly.

In addition, Islamic financial literacy in many countries is still low, so the adoption of Islamic
financial products is still limited (Obaidullah, 2018). Many people and business actors do not
deeply understand the benefits and working mechanisms of Islamic financial instruments, so
they tend to prefer conventional financial products that are more widely known. To overcome
this challenge, more massive educational efforts are needed, both through public campaigns,
training for business actors, and the integration of Islamic finance concepts in the economic

and business education curriculum.

In terms of financial inclusion, studies show that Islamic social financial instruments such as
zakat and waqf can be a solution in overcoming economic disparities (Obaidullah, 2018). The
productive zakat model, for example, has been used in several countries to support micro,
small, and medium enterprises (MSMEs) and improve the welfare of vulnerable groups. If
managed properly, zakat and waqf funds can function as financial instruments that are not
only philanthropic, but also contribute to encouraging community economic independence.
This reinforces the argument that Islamic finance not only focuses on the business and
investment sectors, but also has a strong social dimension in supporting sustainable

development.

From the perspective of the global market, Islamic finance also faces challenges in increasing
competitiveness with the conventional financial system. Some industry players still consider
that Islamic financial products have limitations in product flexibility and innovation, especially
in the banking and investment sectors (Hassan & Bashir, 2022). Therefore, there needs to be
efforts to develop more competitive Islamic financial products, such as sharia digital banking,
sharia-based fintech platforms, and the integration of blockchain technology in Islamic
financial transactions. This innovation will increase the competitiveness of Islamic finance at

the global level and expand the reach of its users.

The author argues that Islamic finance has great potential to become a major pillar in a more
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sustainable global financial system, but it still needs reforms in terms of regulation, education,
and product innovation. The government and Islamic financial institutions need to be more
proactive in developing policies that support the growth of this industry, while ensuring that
sharia principles are maintained in every innovation that is carried out. In addition,
collaboration with international financial institutions needs to be strengthened to expand the

reach of Islamic finance to a wider global market.

In conclusion, the results of this study confirm that Islamic finance has great potential in
supporting sustainable economic development, but there are still various challenges that must
be overcome. With more harmonized regulations, increased Islamic financial literacy, and
innovation in products and services, the Islamic financial system can increasingly play a role
in creating a more equitable, inclusive, and sustainability-oriented global economy. Therefore,
further research needs to be focused on how best to overcome existing obstacles and optimize

the application of Islamic finance in the global economy.

4, Conclusion

The results of this study show that Islamic finance has a significant role in supporting
sustainable economic development, especially through instruments such as green sukuk,
productive zakat, and profit-sharing-based financing. Islamic finance not only functions as a
stable and inclusive financial system, but is also able to contribute to green investments and
sustainable projects that are in line with the Sustainable Development Goals (SDGs) agenda.
In addition, Islamic financial principles based on maqgasid al-shariah ensure that the resulting
economic growth not only prioritizes profits, but also pays attention to aspects of social justice
and environmental sustainability. Thus, Islamic finance can be a more ethical and sustainable

alternative to the conventional financial system.

However, the implementation of Islamic finance on a global scale still faces several major
challenges. Differences in regulations between countries, low Islamic financial literacy, and
limited product innovation are obstacles in the development of this industry. Some countries
have successfully implemented strong Islamic finance ecosystems, but many countries still
face obstacles in creating supportive regulations. In addition, although instruments such as
green sukuk have proven effective in financing sustainable projects, more innovations in
Islamic financial products are still needed in order to reach a wider range of sectors, such as
digital technology and the creative economy. Therefore, more adaptive policies and synergy

between regulators, financial institutions, and the private sector are needed to expand the
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application of Islamic finance more optimally.

As a recommendation for further research, a more in-depth empirical study is needed on the
impact of Islamic finance on sustainable economic development in various countries,
especially in the context of comparison between countries with advanced Islamic finance
regulations and countries that are still in the development stage. In addition, further research
can focus on the development of sharia-based financial technology (fintech), as well as how
the adoption of digitalization can improve the accessibility of Islamic finance for the wider
community. The study of the effectiveness of policies and regulations that can accelerate the
integration of Islamic finance in the global economy is also an area of research that needs to
be explored further. With a more holistic approach, Islamic finance can further develop as an

innovative, inclusive, and sustainability-oriented financial system for the global economy.
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