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Abstract 

This study examines the role of Islamic finance in supporting the achievement of the 

Sustainable Development Goals (SDGs) in Muslim countries. Using a qualitative research 

approach, the study analyzes secondary data obtained from academic literature, policy reports, 

and institutional publications related to Islamic finance and sustainable development. The 

analysis focuses on key Islamic finance instruments, including zakat, waqf, Islamic banking, 

Islamic microfinance, and sukuk, and explores their alignment with the economic, social, and 

environmental dimensions of the SDGs. The findings reveal that Islamic finance has strong 

potential to contribute to poverty alleviation, financial inclusion, sustainable infrastructure 

development, and economic stability through its value-based principles of justice, risk-sharing, 

and social welfare. Islamic social finance instruments play a significant role in reducing poverty 

and inequality, while sukuk particularly green and social sukuk emerge as effective tools for 

financing sustainable development projects. However, the study also identifies institutional and 

governance challenges that limit the optimal contribution of Islamic finance to the SDGs, 

including regulatory fragmentation, limited policy integration, and insufficient impact 

measurement frameworks. The study concludes that Islamic finance can serve as a strategic and 

complementary mechanism for achieving the SDGs in Muslim countries, provided that stronger 

governance, policy alignment, and stakeholder collaboration are implemented. 
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Introduction  

Sustainable development has become a central global agenda since the United Nations 

formally adopted the Sustainable Development Goals (SDGs) in 2015. The SDGs consist of 17 

interrelated goals aimed at addressing major global challenges, including poverty, inequality, 

environmental degradation, unemployment, and limited access to quality education and 

healthcare. Many Muslim-majority countries continue to face structural development 

challenges such as high poverty rates, economic inequality, financial exclusion, and inadequate 

infrastructure. These challenges highlight the urgent need for alternative development and 

financing models that not only promote economic growth but also emphasize social justice, 

ethical values, and long-term sustainability. 

In this context, Islamic finance has gained increasing attention as a potential instrument 

for supporting the achievement of SDGs in Muslim countries. Islamic finance operates based 

on Shariah principles that prohibit interest (riba), excessive uncertainty (gharar), and 

speculative activities (maysir), while promoting risk-sharing, asset-backed financing, 

transparency, and social responsibility. These principles inherently align with the core 

objectives of sustainable development, particularly inclusive growth, equitable distribution of 

wealth, and responsible use of resources. As a result, Islamic finance is not merely a financial 

system but also a value-based framework that integrates economic activities with ethical and 

social objectives. 

Several scholars argue that the objectives of Islamic finance are closely linked to the 

Maqasid al-Shariah, which emphasize the protection of faith, life, intellect, progeny, and 

wealth. Chapra (2008) asserts that the ultimate goal of an Islamic economic system is to achieve 

human well-being (falah) through justice, equitable distribution, and sustainable development. 

This perspective strongly resonates with the SDGs framework, which seeks to balance 

economic progress with social inclusion and environmental protection. Consequently, Islamic 

finance provides a normative foundation that can support sustainable development strategies in 

Muslim countries. 

Previous studies have highlighted the significant role of Islamic social finance 

instruments, such as zakat, waqf, and sadaqah, in addressing key SDGs. Obaidullah and Khan 

(2016) demonstrate that effective management of zakat and waqf can significantly contribute 

to SDG 1 (No Poverty) and SDG 10 (Reduced Inequalities) by redistributing wealth and 

supporting vulnerable populations. Their findings suggest that when Islamic social finance is 

integrated into national development frameworks, it can enhance access to education, 

healthcare, and basic social services. Similarly, Mohieldin et al. (2012) emphasize that 

revitalizing productive waqf can generate sustainable funding for social infrastructure, 

including schools, hospitals, and community development projects in Muslim countries. 

Beyond social finance, Islamic banking and capital market instruments play a crucial role 

in supporting sustainable economic growth. Research by Smaoui and Nechi (2017) indicates 

that the expansion of Islamic finance contributes positively to economic growth and financial 

stability in countries with a significant Muslim population. Financial stability is essential for 

achieving SDGs related to decent work and economic growth (SDG 8) and industry, innovation, 

and infrastructure (SDG 9). Moreover, the development of sukuk, particularly green sukuk and 

social impact sukuk, has emerged as an innovative financing mechanism for funding renewable 

energy projects, sustainable infrastructure, and environmentally friendly initiatives. Studies by 

Sachs et al. (2019) highlight that green sukuk can bridge the financing gap for climate-related 

SDGs while remaining compliant with Shariah principles. 

Furthermore, Islamic finance is often considered more resilient during financial crises 

due to its emphasis on asset-backed transactions and risk-sharing mechanisms. Mensi, 

Hammoudeh, and Yoon (2020) find that Islamic financial institutions exhibit relatively lower 

volatility and higher resilience compared to conventional counterparts, especially during 

periods of economic turbulence. This resilience supports long-term economic sustainability and 

reduces systemic risks, which are critical for maintaining continuous progress toward SDGs. 
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By discouraging speculative behavior and encouraging investment in the real economy, Islamic 

finance promotes sustainable production and consumption patterns aligned with SDG 12 

(Responsible Consumption and Production). 

Despite its strong potential, the contribution of Islamic finance to SDGs in Muslim 

countries remains suboptimal. Asutay (2019) argues that there is a growing gap between the 

ethical ideals of Islamic finance and its practical implementation, with many institutions 

prioritizing profitability over social impact. Additionally, regulatory constraints, limited 

standardization, weak governance frameworks, and low levels of Islamic financial literacy 

hinder the effective integration of Islamic finance into national sustainable development 

strategies. These challenges suggest that the transformative potential of Islamic finance can 

only be realized through stronger institutional alignment, supportive public policies, and greater 

collaboration between governments, financial institutions, and social sector organizations. 

In light of these considerations, examining the role of Islamic finance in supporting SDGs 

in Muslim countries is both timely and necessary. Understanding how Islamic financial 

instruments and institutions can be strategically aligned with sustainable development 

objectives will provide valuable insights for policymakers, practitioners, and scholars. This 

study aims to contribute to the existing literature by analyzing the mechanisms, opportunities, 

and challenges of Islamic finance in advancing the SDGs, thereby offering a comprehensive 

perspective on its role in promoting inclusive and sustainable development in Muslim-majority 

countries. 
 

Literature Review 

2.1 Conceptual Foundations of Islamic Finance and Sustainable Development 

Islamic finance is fundamentally grounded in Shariah principles that emphasize justice, 
risk-sharing, ethical conduct, and social welfare. Unlike conventional finance, which is 

primarily driven by interest-based transactions and profit maximization, Islamic finance seeks 

to achieve broader socio-economic objectives aligned with the Maqasid al-Shariah. According 

to Chapra (2008), the primary objective of Islamic finance is to promote human well-being 

(falah) by ensuring equitable distribution of wealth, social justice, and sustainable economic 

activities. These principles are inherently compatible with the philosophy of sustainable 

development, which integrates economic growth, social inclusion, and environmental 

protection. 

Several scholars argue that Islamic finance provides a value-based financial system that 

supports long-term sustainability. Dusuki and Abdullah (2007) highlight that Islamic financial 

institutions are expected to balance commercial objectives with social responsibilities, making 

them well-positioned to contribute to sustainable development agendas. This alignment 

suggests that Islamic finance can serve as an ethical alternative framework for mobilizing 

financial resources toward achieving SDGs, particularly in Muslim-majority countries where 

Shariah compliance plays a significant role in economic decision-making. 

 

2.2 Islamic Social Finance and the Achievement of SDGs 

Islamic social finance instruments namely zakat, waqf, sadaqah, and qard al-hasan have 

been widely discussed in the literature as effective mechanisms for addressing poverty and 

inequality. Obaidullah and Khan (2016) emphasize that zakat is a powerful redistributive tool 

capable of supporting SDG 1 (No Poverty) and SDG 2 (Zero Hunger) when managed efficiently 

and transparently. Their study demonstrates that institutionalized zakat systems can enhance 

income redistribution, promote financial inclusion, and improve access to basic social services. 

Similarly, waqf has gained renewed attention as a sustainable financing instrument for 

social and economic development. Mohieldin et al. (2012) argue that productive waqf can 

provide long-term funding for education, healthcare, and public infrastructure, thereby 

contributing to SDG 3 (Good Health and Well-being) and SDG 4 (Quality Education). 

Empirical evidence from countries such as Malaysia, Indonesia, and Turkey shows that well-
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managed waqf institutions can generate recurring revenues that support community 

development projects and reduce reliance on government budgets. 

Recent studies also highlight the role of Islamic microfinance in promoting financial 

inclusion and women empowerment. Ahmed (2015) finds that Shariah-compliant microfinance 

schemes enhance access to finance for low-income households and small entrepreneurs, 

supporting SDG 5 (Gender Equality) and SDG 8 (Decent Work and Economic Growth). These 

findings suggest that Islamic social finance can play a transformative role in fostering inclusive 

growth in Muslim countries. 

 

2.3 Islamic Banking, Financial Stability, and Economic Growth 

The relationship between Islamic finance and economic growth has been extensively 

examined in empirical literature. Smaoui and Nechi (2017) provide evidence that the 

development of Islamic finance positively affects economic growth and financial stability in 

countries with significant Islamic banking sectors. Financial stability is a critical prerequisite 

for sustainable development, as it ensures continuous investment, job creation, and economic 

resilience. 

Moreover, Islamic banking’s emphasis on asset-backed financing and risk-sharing 

mechanisms reduces excessive leverage and speculative activities. According to Beck, 

Demirgüç-Kunt, and Merrouche (2013), Islamic banks tend to exhibit higher capitalization and 

lower risk-taking behavior compared to conventional banks. This resilience enhances 

macroeconomic stability and supports long-term development objectives aligned with SDGs. 

Studies by Mensi et al. (2020) further confirm that Islamic financial institutions 

demonstrate greater resistance to financial shocks, particularly during periods of global 

financial crises. This characteristic strengthens the capacity of Muslim countries to sustain 

development progress and avoid setbacks in achieving SDGs due to financial instability. 

 

2.4 Sukuk and Sustainable Infrastructure Financing 

Sukuk have emerged as one of the most prominent Islamic capital market instruments 

with significant potential to support sustainable development. Researchers increasingly focus 

on green sukuk and social sukuk as innovative tools for financing environmentally friendly and 

socially impactful projects. Sachs et al. (2019) argue that green sukuk provide a Shariah-

compliant mechanism for mobilizing capital toward renewable energy, climate adaptation, and 

sustainable infrastructure, contributing directly to SDG 7 (Affordable and Clean Energy) and 

SDG 13 (Climate Action). 

Empirical studies from Malaysia and Indonesia demonstrate that sukuk issuances have 

been successfully used to finance transportation infrastructure, affordable housing, and 

renewable energy projects. According to Rizvi et al. (2021), sukuk markets enhance long-term 

financing availability while maintaining ethical investment standards, making them suitable for 

achieving SDGs related to industry, innovation, and infrastructure (SDG 9). 

 

2.5 Challenges in Aligning Islamic Finance with SDGs 

Despite its strong potential, the literature identifies several challenges that limit the 

effectiveness of Islamic finance in supporting SDGs. Asutay (2019) highlights a growing 

divergence between the ethical ideals of Islamic finance and its current market-driven practices. 

Many Islamic financial institutions prioritize short-term profitability, often at the expense of 

social and environmental objectives. 

Additionally, regulatory fragmentation, lack of standardization, limited impact 

measurement frameworks, and low financial literacy are frequently cited as major barriers. 

According to Hasan et al. (2020), the absence of integrated policies linking Islamic finance with 

national development plans hinders its optimal contribution to SDGs. These challenges 

underscore the need for stronger governance frameworks, supportive regulations, and enhanced 

collaboration between policymakers, financial institutions, and social sector organizations. 
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Research Methodology 

3.1 Research Design 

This study adopts a qualitative research design to examine the role of Islamic finance in 

supporting the achievement of Sustainable Development Goals (SDGs) in Muslim countries. A 

qualitative approach is considered appropriate because the research aims to explore conceptual 

linkages, institutional roles, and policy dynamics rather than to test statistical relationships. This 

design allows for an in-depth understanding of how Islamic finance principles and instruments 

are aligned with sustainable development objectives across different socio-economic contexts. 

 

3.2 Data Collection 

The study relies on secondary qualitative data collected through systematic document 

analysis. Data sources include peer-reviewed academic journals, books, policy reports, and 

institutional publications related to Islamic finance and sustainable development. Key sources 

include reports from international organizations such as the Islamic Development Bank (IsDB), 

United Nations Development Programme (UNDP), World Bank, and Islamic Financial 

Services Board (IFSB), as well as national policy documents and case studies from selected 

Muslim-majority countries. These materials provide comprehensive insights into both 

theoretical and practical aspects of Islamic finance in relation to the SDGs. 

 

3.3 Unit of Analysis and Case Selection 

The unit of analysis in this research is the Islamic finance ecosystem within Muslim-

majority countries. To enhance analytical depth, the study focuses on selected country cases, 

including Indonesia, Malaysia, Saudi Arabia, and Turkey, which have relatively developed 

Islamic finance sectors and documented initiatives aligned with the SDGs. The selection of 

cases is based on purposive sampling, considering the maturity of Islamic financial institutions, 

the availability of relevant documentation, and the countries’ commitment to sustainable 

development agendas. 

 

3.4 Data Analysis Technique 

Data analysis is conducted using thematic content analysis. Relevant documents are 

carefully reviewed to identify recurring themes related to Islamic finance instruments, SDGs 

alignment, governance structures, and implementation challenges. The analysis process 

involves coding key concepts, grouping them into broader themes, and interpreting these 

themes within the framework of sustainable development and Islamic economic principles. This 

approach ensures that findings are systematically derived from credible sources and are 

analytically coherent. 

 

3.5 Analytical Framework 

The analysis is guided by an integrative analytical framework that combines the Maqasid 

al-Shariah, Islamic finance instruments, and the SDGs framework. This framework enables the 

study to examine how Islamic social finance instruments such as zakat and waqf contribute to 

social SDGs, how Islamic banking and sukuk support economic and infrastructure-related 

goals, and how ethical and environmental considerations align with sustainability objectives. 

The framework provides a structured lens for linking Islamic finance practices to specific 

SDGs. 

 

3.6 Trustworthiness and Rigor 

To ensure the rigor and trustworthiness of the qualitative findings, the study applies 

credibility, dependability, confirmability, and transferability criteria. Credibility is enhanced 

through the use of multiple authoritative sources, while dependability is maintained by applying 

a consistent analytical procedure. Confirmability is ensured by grounding interpretations in 

documented evidence rather than personal bias, and transferability is supported by providing 
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detailed contextual descriptions that allow readers to assess the applicability of findings to other 

Muslim countries. 
 

Results 

 

Table 1. Summary of Qualitative Findings on the Role of Islamic Finance  

in Supporting SDGs 

Islamic Finance 

Dimension 

Key Instruments Related 

SDGs 

Main Contributions 

Islamic Social 

Finance 

Zakat, Waqf, 

Sadaqah, Qard al-

Hasan 

SDG 1, SDG 

2, SDG 3, 

SDG 10 

Poverty alleviation, income 

redistribution, access to 

education and healthcare 

Financial 

Inclusion 

Islamic Banking, 

Islamic 

Microfinance 

SDG 5, SDG 

8 

MSME financing, women 

empowerment, job creation 

Sustainable 

Infrastructure 

Sukuk, Green 

Sukuk, Social 

Sukuk 

SDG 7, SDG 

9, SDG 13 

Renewable energy, 

infrastructure development, 

climate action 

Economic 

Stability 

Risk-sharing, Asset-

backed financing 

SDG 8, SDG 

12 

Financial resilience, real-sector 

investment 

Governance and 

Policy 

Regulation, 

Institutional 

coordination 

SDG 16, SDG 

17 

Policy integration, partnerships, 

institutional effectiveness 

 

The findings of this qualitative study demonstrate that Islamic finance plays a 

multifaceted and strategically important role in supporting the achievement of Sustainable 

Development Goals (SDGs) in Muslim countries. As summarized in Table 1, Islamic finance 

contributes to sustainable development through social, economic, and environmental 

dimensions, reflecting its holistic and value-based nature. 

First, Islamic social finance instruments, particularly zakat and waqf, emerge as the most 

direct contributors to SDGs related to poverty reduction and social welfare. Qualitative 

evidence from Muslim-majority countries indicates that structured zakat institutions have 

become integral components of social protection systems. Zakat functions as a redistributive 

mechanism that channels wealth from high-income groups to vulnerable populations, thereby 

reducing poverty and inequality. In several countries, zakat funds are increasingly allocated to 

productive activities such as micro-enterprise development, vocational training, and healthcare 

services. Similarly, productive waqf initiatives have proven effective in financing long-term 

social infrastructure, including schools, hospitals, and community centers. Unlike short-term 

charitable donations, waqf provides a sustainable funding model that aligns with the long-term 
vision of SDGs, particularly SDG 1 (No Poverty), SDG 3 (Good Health and Well-being), SDG 

4 (Quality Education), and SDG 10 (Reduced Inequalities). 

Second, the findings highlight the significant role of Islamic finance in promoting 

financial inclusion and economic empowerment. Islamic banking and microfinance institutions 

offer Shariah-compliant financial products that cater to individuals and small businesses 

excluded from conventional financial systems. Profit-and-loss sharing mechanisms and 

interest-free financing reduce financial burdens on borrowers and encourage entrepreneurship. 

This inclusive approach supports SDG 8 (Decent Work and Economic Growth) by fostering 

job creation and income generation, particularly among micro, small, and medium enterprises 

(MSMEs). Moreover, Islamic microfinance initiatives targeting women entrepreneurs 
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contribute to SDG 5 (Gender Equality) by enhancing women’s access to financial resources 

and economic opportunities. 

Third, sukuk instruments, especially green sukuk and social sukuk, have emerged as 

innovative tools for financing sustainable infrastructure and environmental projects. The 

qualitative analysis shows that several Muslim countries have successfully utilized sukuk to 

fund renewable energy projects, public transportation systems, and affordable housing. Green 

sukuk, in particular, represent a convergence between Islamic finance principles and 

environmental sustainability, directly contributing to SDG 7 (Affordable and Clean Energy) 

and SDG 13 (Climate Action). By mobilizing long-term capital for infrastructure development, 

sukuk also support SDG 9 (Industry, Innovation, and Infrastructure), addressing critical 

development financing gaps faced by many Muslim countries. 

Fourth, the findings indicate that Islamic finance contributes to economic stability and 

long-term sustainability. The asset-backed and risk-sharing nature of Islamic financial 

transactions discourages speculative activities and promotes investments in the real economy. 

This structural feature enhances financial resilience and reduces systemic risk, which is 

essential for sustaining development progress. Economic stability enables governments and 

financial institutions to maintain consistent investments in education, healthcare, and 

infrastructure, thereby supporting multiple SDGs simultaneously. Additionally, the emphasis 

on ethical investment aligns with SDG 12 (Responsible Consumption and Production), 

encouraging sustainable business practices. 

Despite these positive contributions, the findings also reveal institutional and governance 

challenges that limit the full potential of Islamic finance in supporting SDGs. Fragmented 

regulatory frameworks, limited coordination between Islamic financial institutions and 

government development agencies, and insufficient impact measurement mechanisms hinder 

effective implementation. In some cases, Islamic finance institutions prioritize commercial 

objectives over social and environmental goals, leading to a misalignment between Islamic 

finance practices and SDGs aspirations. These challenges underscore the importance of strong 

institutions, effective governance, and strategic partnerships, as emphasized in SDG 16 (Peace, 

Justice, and Strong Institutions) and SDG 17 (Partnerships for the Goals). 

From a theoretical perspective, these findings reinforce existing literature that emphasizes 

the compatibility between Islamic finance and sustainable development. The observed 

contributions of zakat, waqf, and sukuk are consistent with previous studies that highlight their 

roles in poverty alleviation, infrastructure financing, and economic stability. However, this 

study extends the literature by providing an integrated qualitative analysis that links Islamic 

finance instruments to multiple SDGs within a unified framework. This holistic perspective 

highlights Islamic finance not only as a financial system but also as a strategic development 

tool that can support inclusive and sustainable growth in Muslim countries. 

The results suggest that Islamic finance has substantial potential to support the 

achievement of SDGs in Muslim countries, provided that its social objectives are fully 

integrated into policy frameworks and institutional practices. Strengthening governance, 

enhancing coordination among stakeholders, and improving impact measurement are essential 

to maximizing the developmental impact of Islamic finance. These findings offer important 

implications for policymakers, financial institutions, and development practitioners seeking to 

leverage Islamic finance as a catalyst for sustainable development. 

 

Conclusion 

This study examines the role of Islamic finance in supporting the achievement of the 

Sustainable Development Goals (SDGs) in Muslim countries through a qualitative analytical 

approach. Based on the findings, it can be concluded that Islamic finance possesses strong 

conceptual, institutional, and practical foundations that align closely with the objectives of 

sustainable development. Rooted in the principles of justice, risk-sharing, ethical investment, 
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and social welfare, Islamic finance offers a value-based financial framework capable of 

addressing economic, social, and environmental challenges simultaneously. 

The findings demonstrate that Islamic social finance instruments—particularly zakat and 

waqf—play a crucial role in poverty alleviation, income redistribution, and the provision of 

essential social services. When managed effectively and integrated into national development 

strategies, these instruments contribute significantly to SDGs related to poverty reduction, 

health, education, and social equality. Unlike conventional charitable mechanisms, Islamic 

social finance provides sustainable and institutionalized solutions that support long-term 

development objectives. 

In addition, Islamic banking and microfinance institutions contribute to financial 

inclusion and economic empowerment by expanding access to Shariah-compliant financial 

services for underserved populations. Through profit-and-loss sharing and interest-free 

financing models, Islamic finance supports entrepreneurship, job creation, and inclusive 

economic growth, thereby reinforcing progress toward SDG 8 (Decent Work and Economic 

Growth) and SDG 5 (Gender Equality). The study also highlights the growing importance of 

sukuk, particularly green and social sukuk, as effective instruments for financing sustainable 

infrastructure and environmentally responsible projects. These instruments demonstrate the 

potential of Islamic finance to address critical financing gaps in areas such as renewable energy, 

transportation, and climate action. 

Despite its significant potential, the study concludes that the contribution of Islamic 

finance to SDGs in Muslim countries remains constrained by several institutional and 

governance challenges. Fragmented regulatory frameworks, limited policy integration, 

insufficient coordination among stakeholders, and the commercialization of Islamic finance 

institutions reduce the effectiveness of Islamic finance in achieving its broader social and 

environmental objectives. Addressing these challenges requires stronger governance structures, 

supportive regulatory environments, and enhanced collaboration between governments, 

financial institutions, and social sector organizations. 

Overall, this study concludes that Islamic finance can serve as a strategic and 

complementary instrument for achieving the SDGs in Muslim countries if its ethical 

foundations are fully aligned with development policies and implementation frameworks. 

Strengthening the integration of Islamic finance with national and global sustainability agendas 

will not only enhance its developmental impact but also reaffirm its role as an inclusive, ethical, 

and sustainable financial system. Future research is encouraged to explore empirical impact 

assessments, comparative country analyses, and innovative Islamic finance models that further 

strengthen the contribution of Islamic finance to sustainable development. 
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