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Abstract

This study explores the role of the Islamic financial system and its institutions in
promoting social and economic development. The Islamic financial framework is based
on Shariah principles that emphasize justice, equity, risk-sharing, prohibition of
interest (riba), and ethical investment. Unlike conventional financial systems, Islamic
finance integrates moral and economic dimensions, ensuring that financial activities
contribute to real economic growth and social welfare.The research analyzes key
Islamic financial instruments such as Zakat, Sadagah, Waqf, Mudarabah, Musharakah,
Murabaha, and Sukuk, highlighting their contribution to poverty alleviation, wealth
redistribution, and infrastructure development. Islamic financial institutions, including
Islamic banks, microfinance organizations, and charitable trusts, play a vital role in
mobilizing resources and directing them toward productive and socially beneficial
sectors. Furthermore, the study examines how Islamic finance supports inclusive
economic growth by providing financial access to underserved populations,
particularly small businesses and low-income groups. It also evaluates the role of
Islamic financial institutions in stabilizing economies during financial crises through
risk-sharing mechanisms and asset-backed financing.In contemporary times, Islamic
finance has gained global recognition as a sustainable and ethical alternative to
conventional banking. Its emphasis on real-sector investment, transparency, and social
responsibility aligns with the goals of sustainable development and financial inclusion.
The findings suggest that strengthening Islamic financial institutions can significantly
enhance economic stability, reduce inequality, and promote balanced social
development.The study concludes that the Islamic financial system offers a holistic
model that integrates economic efficiency with social justice, making it highly relevant
for addressing modern socio-economic challenges in both Muslim and non-Muslim
societies.
Keywords: Islamic Finance, Economic Development, Social Welfare, Shariah
Compliance, Financial Institutions

663


https://portal.issn.org/resource/ISSN/3006-3329
https://portal.issn.org/resource/ISSN/3006-3337

THE STUDY OF RELIGION AND

HISTORY ISSN P: 3006-3329

ISSN E: 3006-3337
Vol.3, No.4, 2025

CL/J&;/(@«;J‘Lw,;_sw&v‘w&uagiéw’éuﬁg9rwd@g¢,gw1/,rw3yLJWu
Ledw J(/:‘)Lﬁm:(/f)g}:&“/f‘(p)mui‘gﬁ“af’s/?u)ﬂ”/,wcﬁii?%dx‘&mg@ﬁgu’}rw},_‘a
a1 S s o 2 U i 8 B I U U 0SB b i 2L 2L
e QUG Ut A 2021 e\ T b S 4100 & o 50 LB QUG Uree S AB I 2L ls
AL AS SRS Ak Ao oo ESE M 2275 sl S = Wit 234K
§ e f el WG S e Ut 6ol & U S G-t s b S G B2 158 et Z 1
S STH L el S U Pl e 2 K oAb Lt er® £ S £ 350 s
-+v/ﬂ|}J’/‘?Kuf'génuwz‘arwu%»d"(u{!,ﬁ.uf@»/u?zv{tu";
ATV ¢ umndrnd;gérw@ytdw
Al U S e p8 QUG s 2 51 L U1 S 1o 6 QS
:f’JVufid/(l:?)"/f"m(ff’;ui(}'.‘?’j)"/f"a}ﬂ&LJI-Lgfg;/l)‘abfuﬁ.’éufguT}&:‘a:f’]l/ G
12 bWt 3 S P Lol unt L G B i1 82 Ao S a6 e
L AL i fiUIn e Uz b2 6ot/ (Profit and Loss Sharing) T 20 uladd Ut
:tgdud/pw N2 rém,i.,»u/u*w.ﬁwg;&/f .:Ldldb».:/,,dﬂl,:_ujcnd/gu{
Gl s il AT (o3l 5k LS ) 0508 G (o 5KG il
m)s\a,;}cusumd;\fu)nduc_\mw \}n_‘.(—;g_ﬂ_adb
é‘LWlu‘;ndC)Jl/(Luﬁ U e Us Fose st Z W or SI2"
e LA IEE I L U1 S L U onolsis S L
17 Sl S SG i F e
LAUID L G Undsr W fu/&:’id/wLn;m}rvif(p);ré.&@wui',g/_vjm
Ji_balz;/’/ul;«’;’/ul,ﬂf@/?&b}/,ﬁuﬁwdﬁ,&)}’f‘auwJgguiﬁc%tﬁlﬁ;@;éfé%fg/@KZI
fp/uy.d/'ffué.&@;’m&“ac/’Jdur?d{(ojgf")@fu}i,f)i:fgy@/ug,;f(mn._,Q ST
Bz s S} u:)r,éf+bnubuguj;;uuﬁ,g U Sapber L Sarlos G f Ui e
.»Jm,@g&t./’uﬁ/’“@uwuq/m}(u-n;u{gﬁuuﬁfu,du"}%lg“ama(’;bm/“uégﬁ'g&f
SBeE) S S LSS U .:Ju‘/;l,:l./_.aebada FEF ST UrSi 1L el i
Ce&g{(@“urﬁc}u’(wi &/,)yfp/af.ez.u'/&yu}uézooguﬁggﬁww_u‘mu,w?wL

LL})@JILW(/J/ﬁfguw;/Qlu'.'/o/,,/;}.’lca/”’-%
).ufﬂl_afﬂ\j 6@@@144..4&]\‘5 ‘d.lm)\.mu&ﬂ\.n_&ﬂ\
CJAI_,CLJ\} cd.m).m).u_..dh ).u...d\} ‘d.m).x.e).dh ).d\} ‘d.w
)\ma\JJ\J\J\)w‘dwm

2750 )"
1587:/:4yc(2015«4}/1auﬂl;yl/u:u/;.)‘g)u_,gcwu:_,l:ﬁ"ﬁ/é‘"‘d/‘""uaélcﬂ(‘”(w

664



https://portal.issn.org/resource/ISSN/3006-3329
https://portal.issn.org/resource/ISSN/3006-3337

THE STUDY OF RELIGION AND

' / HISTORY ISSN P: 3006-3329
ISSN E: 3006-3337

The Study of =

e]igion

Vol.3, No.4, 2025

Lasfninaig s LG R sty by L is”

L}:éuf"mr/.'/./.'/.zé_,géz‘/,u/,/,u,u,,fg_,"gu,}ﬁ,.,“,/df

"o LUl Aol I LU (g ia

J"?W./"K‘?'%’L&g&f’r"f*‘r‘}/&’ﬁfy}JJ’/"bé/?J@/uf:«?b»dMquM:

(‘J:ij”k"”)"“’/’”;”"’W’?"’Jﬂd‘vg&Jée%f+&(ﬁidﬂ',culL;Wg?‘uf?fg;[54;(7,J,,,
S Ko NS UL BT S e AP BT gt St i
DS P IS it S flr-Lpe (b et G
St Jios Jia 1L L5 SotSblgelv S\ 2 bt 1N LU G0 F
O TS LA ST atea S P o AR A LS e La 5SS pd 8 S L Fec o
:fu‘?L/u-Lf‘bé/ru‘%w%fféLé‘«ﬂll’f‘;}p\gL(FOISX)JJV/JJ}‘I,:-UZ}'//[?

G e sl 5 o3l ¢1=§ SN 3% A e Lol A5 8 B&S) G

3.4
Lz;/ﬁ/:d/ulu;@uyz;ﬁuf!,fgo;,uﬁc/]d/ﬁrﬁ;"
"_L

o /P it for Fpbbor b Lu-e Sukef Alifer s v 7 o
LB sbnliesbie S md i S rm A Ll P i v S bl 1 Lz s P} o Fid e
u’g:;)(u"/“é;//.’?)yu"/"uf{l.lg‘;l&wLc«qu’jle/Q‘LLz;u"/"/paﬂﬁféf_g_%t‘/ =
MM o SN M (5§58 A L] P ST S st s S M KL S SIS
uﬁrwi39LUW1I+vaoxG,K‘j}/(u_‘gtwguﬁfimJ;yiur"/",mzugK&),TJJJJVLMLQ
/ﬂ/ﬁfu@@/?e_ujz/(/t?.wLaLJL:J'vmu,wuy/;éuf)ﬂ"Laﬂ;é;)“Auu/d/u:ﬁ/‘m;)u"/"
e b 3l AS LN S s bt oS Ut e o P Lo
Mo S EIGAT 5 B KU S

QUL Gl e -t 21 s )5 5 1 35 G e o Kt o DG G 6 st Gy s G
Lu,@u’w-+v@g;é,}fw1/)/,1w‘g/g2 uﬁgﬁ:ujéj.ﬂ/’*c(Real Economy)o?’gyfuff/
I QY LGS 15 430U A 8l E S - Mt 23 UE2021 S e ik 21 20108t
S A o QI SMES) LIS K L e i p b A S e ts) e KUt S 76
SaEE S48 E s 3L bosSolieuns® F ke g T 1t pot s SiS oSt .2
mcb_&fufu: gi,u(xuﬁ&wfug;‘cb_bx‘”rw KSE Sl W d?,fg‘;!ﬂcaf'c;o@'g<uj&//l;l/l;/

(S e e A L3500
"Islamic banking contributes to social and economic
development through investment in areas related to the

109.4% 124220146 3 st ) bs i es” A1 b 2~ oA

665



https://portal.issn.org/resource/ISSN/3006-3329
https://portal.issn.org/resource/ISSN/3006-3337

THE STUDY OF RELIGION AND

' / HISTORY ISSN P: 3006-3329
ISSN E: 3006-3337

The Study of =

e]igion

Vol.3, No.4, 2025

real economy such as production of goods and services

and commerce®".
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"The findings indicate a significant, positive relationship

between the share of Islamic banking credit in the overall

banking system and the improvement in income

distribution, particularly among the lower-income

deciles of society”".

SOuT w2 LUs) LS G S B S % S Uz e G0
L L po b P F et Ligpn LEHAE
" EuE L
e £ L20232010045 A Skt 12Lu§‘yLé’mgépp,wulj&‘aﬂwﬁ’iwwg,
8 LGB S b, L0 ) a5 K S U T K ol 2 b 1
;uiwmu{uiaf./'é.(u"/“m&).:»u"}/?/)u‘u_‘gn uuu/(cluﬁé./ﬂ/c,uurmf&ﬁu:uﬁ?LuJﬂ
S22 G0 e bbaited (e P U SWE o e b 1 S L b G0 Lo
£ soan§ s 1 G B L L Jr? £ B3 2 e NS St S S e F G0 e o
F1 2 i Utsea G s S A E S B Gl S L Lo A F L
bt 26 Ut Gud b 02 A B S B2V S b L o (Tt UL FUR IS i

el i e
"The structure of Islamic finance encompasses profit-
driven financial models that promote societal welfare, a
charitable sector focused on philanthropy and

‘Muhammad Al-Jasser, "Overview of the Islamic banking industry," speech at the Fifth
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endowments, and market corrective mechanisms that
emphasise ethical norms and mitigate wealth
inequality®".
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"Islamic social finance provides a transformative

framework to address global socio-economic issues by

leveraging financial instruments rooted in Shariah

principles... These instruments, guided by the principles

of equity, justice, and wealth redistribution, align with
the global thrust for sustainable development™".
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perfection".
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"The IsDB's role in mobilising Shariah-compliant
financial resources for development goals highlights the

practical application of Islamic finance in fostering

human capital, infrastructure, and economic inclusion'*".
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13 Mehmet Asutay, "Testing the development impact of islamic banking: Islamic moral
economy approach to development,”" Journal of Economic Behavior & Organization, Vol. 221,
2024, pp. 1-18.

14 Magda Ismail Abdel Mohsin and Aishath Muneeza, "Global initiatives and best practices in
Islamic social finance," in Inclusive Finance, Edward Elgar Publishing, 2025, pp. 129-155.
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"Islamic banks and institutions have proved their success
in attracting savings, fulfilling customer's needs and
achieving their interests. Moreover, Islamic banking has
made great strides in boosting banking business by
introducing innovated products and tools and by
adopting new financing forms such as Ijarah (leasing),

Istisnaa and Salam, along with Mudarabah and
Musharakah'".
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1> Muhammad Al-Jasser, "Overview of the Islamic banking industry," speech at the Fifth
Conference for Islamic Banks and Financial Institutions, Damascus, March 15-16, 2010, Bank
for International Settlements Review, April 2010, p. 3.

672



https://portal.issn.org/resource/ISSN/3006-3329
https://portal.issn.org/resource/ISSN/3006-3337

THE STUDY OF RELIGION AND

HISTORY ISSN P: 3006-3329

ISSN E: 3006-3337
Vol.3, No.4, 2025

qf’co@?_wé//ﬂfcﬂbgv&.lmujé/C);/L;/KL)””o:/)UJMJ;UO Jru'id/‘“‘.‘ui/q:f't"

te QO W21 et G LJJOA’//M({JU/&JU?’»LU(}A &L o ffSein
O 200 5% K LAl al AT e Ll Ui L 58 2 uaﬂ@n 13 %
160, sxa 5 a3 atalyg

bl F L Letn Sbte (PN F ) Lz ol
Lo I A et S et S F s
Lmﬂ/ﬂ;«g}ff&/gfga,ukL&wwl_93/ug/g¢1/,nMJ,»J}.{/;/“Q

om/r_"u)gf/“"fw"cl.}uﬁ‘/;@}@:uru-(g/gﬁu/wu@fcumm‘Q;J}fdlLuumL@Q}J}
ST 2 b Qg B L P s oor O b L6 Sb Aoz )
ufh,afautgwé(’wmwu"}"é—um,nu’wmu}@dw<uifﬁzJ=aTJl-+}L&Jod’JyJ}uﬁ
LES U fUBVE L e PP (’” St(Akhuwat)" &1 WUAT -, 2 PR P2y P Y v
Sl s Qe b ind )10 2 G I Thor O L U1 $rsa s 2K
Lufui‘g/,/';w%gr/fdsl.w Lf'{Lo,«?rl}l‘aL"lu’ ' P IEE LU AU <dedUind Lo
e M g plle P LL/}L//IL&J’(/ G el f g L

e)—‘“—usuﬂ‘*-usm dﬂ‘uﬂ-‘d—uﬂ‘&—usw‘*-'ﬁwﬁ&wﬂuﬂ
17“3;‘}“}1.uﬂ\‘_¢°.4.\lc ‘m\)&chés ).uuwj M.q\_\sj\

Sl e 1€ oo 3 e b U™ Soos Srs’ 2
g)/?uwv%;/&vb’u;ﬁgfrzmK;/Z»Wg}/cuiuﬁfr”
" ST T
201 L}Léﬁ&&rﬁd’-%d/’ e dB S ST Ui B b Pl Sl us oS,
:ai'l’ul.Lg;/?u’l&l(‘at'/&v'l//?u;fu/ﬁui_gg///»ca,/:”JMU"Lu’Iﬂhéb/’/AJWJJ‘Ku/Jg
Loty 2 E 0GP S FL TIPS Sy e QT S U L S Sd UK SR T
o ey et B 3R v S sz s PP U e oo o oo S S P
Gz d LUl b Peapbapfum Syl oo fud cof Uit GGt sl ecw 1o
st Moo P Lefe Gl S« Gt 2SS UM 6ol Prci ot B e & S S0P =
1"LaunchGood" g L J& _c b bobsf p i i 2o FF 2 5L p o ek FUT o i3580 Ut ons
Jé,«:ﬁﬁﬁlé/?d’l&//&i«;&,d<ujd_/ﬁl/&KJL/CZ,C’/’)Q{'J»-’J/)/u:’/)//U.‘ug(‘é"PiggyBack"
b L0 L£2025) b e e LI L3S fds Ko st L o

2450 3
:/a»:(zols“}/l.’:uﬂ';yl/l;:u/;)f&"éu’#tsz.,g‘uﬁi;/ﬂl*m"ﬁ/é‘"cd}“’@?lC/.f‘”(u”

2699

673



https://portal.issn.org/resource/ISSN/3006-3329
https://portal.issn.org/resource/ISSN/3006-3337

THE STUDY OF RELIGION AND

HISTORY ISSN P: 3006-3329
ISSN E: 3006-3337

The Study of

N7 Religion
\7 and HistorH
\7 )

N\

| A

Vol.3, No.4, 2025

"Qard al-Hasan financing, which provides interest-free
loans to low-income groups, has a particularly strong

effect on reducing poverty and improving educational

and health outcomes'®".
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"The achievements of the Islamic banking industry over
the last three decades have necessitated the establishment
of relevant institutions that support Islamic banking such
as: the Accounting and Auditing Organization for
Islamic Institutions (AAOIFI) and the Islamic Financial
Services Board (IFSB)"".
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18" Testing the Islamic Moral Economy Approach in Sustainable Development: The Impact of
Islamic Banking in Islamic Countries," Islamic Finance Research, Vol. 14, No. 2, 2025, pp. 45-
67.

1 Muhammad Al-Jasser, "Overview of the Islamic banking industry," speech at the Fifth
Conference for Islamic Banks and Financial Institutions, Damascus, March 15-16, 2010, Bank
for International Settlements Review, April 2010, p. 4.
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"The Islamic Financial Services Board (IFSB) plays an
effective role in abiding by supervisory requirements for
sustainability through issuing supervisory and control
standards for the Islamic banking system, based on the

best supervisory practices in line with Basel II
standards?’".
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"Financial institutions, Islamic or otherwise, play two
indispensable roles in financial systems. The first role is
providing support for various financial markets... The
second role that financial institutions perform is
providing financial solutions where market failures
exist?!".

20 Muhammad Al-Jasser, "Overview of the Islamic banking industry," speech at the Fifth
Conference for Islamic Banks and Financial Institutions, Damascus, March 15-16, 2010, Bank
for International Settlements Review, April 2010, p. 4.

21 Mahmoud A. El-Gamal, "Islamic Financial Institutions," in Islamic Finance: Law,
Economics, and Practice, (Cambridge: Cambridge University Press, 2006), pp. 135-161.
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