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ABSTRACT 

Economic inequality remains a pressing issue in Indonesia, 

particularly between urban and rural communities. This study 

explores the potential of Islamic economics as an alternative 

system to promote justice and social welfare. Using a 

qualitative descriptive approach through library research, the 

analysis draws on scholarly literature and institutional reports 

to examine key principles and instruments of Islamic 

economics. Findings indicate that mechanisms such as zakat, 

infaq, and waqf contribute significantly to wealth redistribution 

and poverty alleviation. Despite these benefits, implementation 

faces challenges including low public literacy, regulatory 

inconsistencies, and the dominance of conventional financial 

practices within Islamic institutions. The study underscores the 

need for collaboration among government, financial 

institutions, and civil society to enhance education, reform 

policies, and innovate Islamic financial instruments. While 

Islamic economics offers a promising integration of spiritual 

and material welfare, its success depends on systemic support 

and stakeholder synergy. Future research should incorporate 

empirical field studies to validate these findings. 
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INTRODUCTION 

Economic inequality remains a persistent challenge in Indonesia despite steady economic 

growth. Data from Badan Pusat Statistik (BPS) shows that the Gini ratio increased slightly from 

0.379 in March 2024 to 0.381 in September 2024, indicating that income disparities remain 

significant. Urban areas exhibit higher inequality (0.402) compared to rural regions (0.308), 

reflecting structural gaps in welfare distribution (BPS, 2024). These disparities raise concerns 

about the effectiveness of conventional economic systems in achieving inclusive development 

and social justice. 

Islamic economics emerges as a normative alternative that integrates spiritual, ethical, and 

economic dimensions. Unlike conventional systems that prioritize profit maximization, Islamic 
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economics emphasizes justice (‘adl), balance (tawazun), and communal welfare. It prohibits 

exploitative practices such as riba (usury) and promotes wealth redistribution through 

instruments like zakat, infaq, sadaqah, and waqf (Chapra, 2016b; Mannan, 2017b). These 

mechanisms are not merely charitable tools but foundational components of a system designed 

to harmonize individual prosperity with societal well-being. 

Recent studies highlight the potential of Islamic economic instruments in reducing poverty 

and inequality. For instance, zakat and waqf have been shown to significantly contribute to 

poverty alleviation and support the Sustainable Development Goals (SDGs) through social 

finance frameworks (N. H. Redzuan et al., 2023; A. Tahiri-Jouti, 2022). Islamic microfinance also 

plays a critical role in promoting financial inclusion and empowering marginalized 

communities(Novreska & Arundina, 2024). These findings strengthen the argument that Islamic 

economics can serve as a viable model for inclusive development. 

However, practical implementation in Indonesia faces notable challenges. Islamic financial 

institutions often rely heavily on debt-based instruments such as murabahah, which resemble 

conventional credit systems (Riyadi, 2025). Regulatory inconsistencies, limited digital 

infrastructure, and low public literacy on Islamic finance further constrain its transformative 

potential (Febrianty et al., 2025; Rosidin S.; Sudrajad O., 2025) These gaps between theory and 

practice underscore the need for comprehensive strategies to operationalize Islamic economics 

within national development frameworks. 

This study is motivated by the need to explore the role of Islamic economics in bridging 

the gap between spiritual values and material welfare. It aims to analyze the extent to which 

Islamic economic principles have been implemented in Indonesia and assess their impact on 

socioeconomic justice.  

   

LITERATURE REVIEW 

The Concept of Economy in Islamic Perspective 

Islamic economics is defined as a system that regulates economic activities based on 

Sharia principles, rooted in the Qur’an and Sunnah. Its primary goal is not merely profit-making 

but achieving justice, welfare, and blessings (Antonio, 2001; Chapra, 2016). This system views 

economic activities as part of worship, requiring every transaction to align with the values of 

tawhid and ethical conduct (muamalah) (Mannan, 2017b). Unlike secular approaches, Islamic 

economics emphasizes the integration of spiritual and material dimensions (Hidayat et al., 2024). 

 

Differences Between Islamic Economics and Conventional Economics 

Conventional economics focuses on profit maximization and permits interest, whereas 

Islamic economics prohibits riba and promotes wealth redistribution through zakat, infaq, and 

waqf (Riyadi, 2025; Rosidin S.; Sudrajad O., 2025). The principle of maslahah (public interest) 

serves as its foundation, contrasting with capitalism’s emphasis on individualism (Chapra, 2016). 

Furthermore, Islamic economics incorporates social mechanisms to reduce inequality, which are 

absent in conventional systems (Novreska & Arundina, 2024). 

 

Objectives of Islamic Economics 

The objectives of Islamic economics include fulfilling basic needs, ensuring equitable 

wealth distribution, and achieving social justice (Hidayat et al., 2024; Mannan, 2017b). Welfare in 

Islam encompasses both material and spiritual aspects, making blessings (barakah) a key 

indicator of success (Antonio, 2001). Consequently, Islamic economics seeks to prevent 

exploitation and inequality through social instruments such as zakat and waqf (A. Tahiri-Jouti, 

2022). 
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Principles of Islamic Economics 

The core principles of Islamic economics include tawhid, justice (al-adl), prohibition of riba, 

wealth distribution, and ethical conduct in transactions (Chapra, 2016; Mannan, 2017). Tawhid 

emphasizes faith and obedience to Allah in all economic activities. Justice requires transparency 

and fairness in transactions, while the prohibition of riba aims to prevent exploitation (QS Al-

Baqarah:275). Instruments such as zakat, infaq, and waqf serve as tools for wealth redistribution, 

and ethical conduct ensures honesty and mutual consent in business dealings (Redzuan, 2023). 

 

METHODS 

Research Design 

This study adopted a qualitative descriptive approach to examine the integration of 

spirituality and welfare within the framework of Islamic economics in Indonesia. A qualitative 

design was chosen because it enables an in-depth and contextual understanding of how Islamic 

economic principles—such as zakat, waqf, and ethical finance—are implemented and perceived 

in practice. This approach is appropriate for exploring phenomena embedded in social, cultural, 

and religious contexts (Amrudin, 2022). 

 

Sampling 

The research did not involve human respondents but focused on documentary sources. 

The target population consisted of scholarly literature, institutional reports, and official 

publications related to Islamic economics in Indonesia. The sampling strategy was purposive, 

selecting sources published within the last five years to ensure relevance and academic currency. 

Units of analysis included empirical studies and conceptual papers discussing Islamic economic 

instruments and their impact on socioeconomic welfare (Yasmansyah; Sesmiarni, 2021). 

 

Data Collection 

Data were collected through library research, using academic databases such as Scopus, 

DOAJ, and Google Scholar. Additional sources included official reports from Islamic financial 

institutions and zakat management bodies. References were managed using Mendeley to 

maintain consistency with APA 7th edition citation style. Inclusion criteria focused on peer-

reviewed articles, books, and institutional documents addressing operational aspects of Islamic 

economics. 

 

Measures 

The study employed content analysis as the primary analytical technique. This method 

allowed the identification, categorization, and interpretation of key themes and patterns from 

the collected texts. The analysis emphasized practical dimensions such as institutional 

effectiveness, community engagement, and policy alignment rather than abstract theoretical 

constructs. Content analysis is widely used in Islamic economics research to extract meaning 

from textual data and align findings with Islamic epistemological principles (Sudarto, 2024). 

 

Ethical and Epistemological Framework 

The methodological framework was grounded in the epistemology of Islamic economics, 

integrating empirical inquiry with normative values derived from the Qur’an and Sunnah. As 

emphasized by Ibrahim (2023), Islamic research methodology must produce scientifically valid 

results while reflecting ethical and spiritual dimensions. This ensures that the study contributes 

both academically and morally to the discourse on Islamic economics and its role in promoting 

justice and welfare. 
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RESULTS 

Zakat and Waqf as Instruments of Redistribution 

The implementation of zakat and waqf in Indonesia has demonstrated significant potential 

in reducing economic inequality. Data from BAZNAS shows that zakat collection reached Rp 22 

trillion in 2022, with allocations distributed across education (28%), health (22%), economic 

empowerment (35%), and other social services (15%). These instruments have proven effective in 

redistributing wealth and supporting marginalized communities (BAZNAS, 2023). Farah et al. 

(2025) emphasize that zakat and waqf contribute directly to poverty alleviation and inclusive 

development when managed transparently and strategically.(Farah, 2025) 

 

Table 1. Allocation of Zakat Funds by Sector (2022) 

Sector Allocation (%) Beneficiaries 

Education 28% Students & Schools 

Health 22% Clinics & Patients 

Economic Empowerment 35% MSMEs & Farmers 

Others 15% Social Services 

 

Regional disparities remain due to differences in institutional capacity and public 

awareness. Studies suggest that digitalization and Islamic FinTech integration can enhance zakat 

and waqf management, making them more accessible and impactful (Lautania et al., 2024). 

 

Islamic Financial Institutions and Inclusive Growth 

Islamic financial institutions in Indonesia have expanded rapidly, offering Sharia-compliant 

products such as mudharabah, musyarakah, and murabahah. These institutions play a vital role 

in promoting financial inclusion, especially among micro and small enterprises. Farah et al. 

(2025) found that Islamic banking significantly contributes to economic growth and financial 

stability, particularly during economic crises.  

 

Figure 1. Growth of Islamic Banking Assets in Indonesia (2020–2024) 

(Graph showing steady increase from Rp 500 trillion to Rp 850 trillion) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Despite this growth, the dominance of debt-based instruments like murabahah raises 

concerns about alignment with Islamic economic principles. Critics argue that such practices 

resemble conventional credit systems and may undermine the ethical foundations of Islamic 

finance (Ababulgu, 2022; Abasimel, 2023). 
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Challenges and Strategic Recommendations 

The gap between theory and practice in Islamic economics remains a major challenge. 

While principles emphasize justice and welfare, implementation often falls short due to 

regulatory limitations, lack of skilled human resources, and low financial literacy. Integration of 

Islamic social finance with national development goals is still fragmented. 

To address these issues, scholars recommend strengthening institutional frameworks, 

enhancing transparency, and promoting digital innovation. The adoption of blockchain and AI in 

Islamic finance, as suggested by Farah et al. (2025), could improve efficiency and trust in financial 

transactions. Moreover, aligning Islamic finance with the Sustainable Development Goals (SDGs) 

can reinforce its role in achieving long-term socioeconomic justice (A. Bakr et al., 2021; Lautania 

et al., 2024). 

 

DISCUSSION 

Restating Purpose and Main Contributions 

This study aimed to explore the role of Islamic economics in integrating spirituality and 

welfare within Indonesia’s development framework. The findings reaffirm the importance of 

Islamic social finance instruments—particularly zakat and waqf—in reducing inequality and 

promoting inclusive growth. These instruments have demonstrated measurable impact on 

education, health, and economic empowerment, aligning with the objectives of Islamic 

economics to achieve justice (‘adl) and communal welfare (maslahah) (Chapra, 2016; Mannan, 

2017) 

 

Alignment with Previous Research 

The results are consistent with prior studies that emphasize the transformative potential 

of Islamic social finance when supported by strong institutional frameworks and technological 

innovation (M. Bakr, 2021; Farah, 2025). Previous research also highlights the role of zakat and 

waqf in achieving Sustainable Development Goals (SDGs), particularly in poverty reduction and 

financial inclusion (N. Redzuan, 2023; M. Tahiri-Jouti, 2022)3). This study contributes to the 

literature by demonstrating how these instruments function within Indonesia’s socio-economic 

context and identifying gaps in implementation. 

 

Unexpected Findings and Explanations 

An unexpected finding is the continued dominance of debt-based instruments such as 

murabahah in Islamic banking. While these instruments comply with Sharia principles, critics 

argue that they resemble conventional credit systems and may dilute the ethical foundations of 

Islamic finance (Ababulgu, 2022; Abasimel, 2023). This tension between theoretical ideals and 

market realities suggests that Islamic financial institutions prioritize risk mitigation and 

profitability over equity-based financing models like mudharabah and musyarakah. Regulatory 

constraints and consumer preferences for predictable returns may explain this trend. 

 

Practical Implications 

The practical implications of these findings are significant for policymakers and financial 

institutions. Strengthening regulatory frameworks, enhancing financial literacy, and leveraging 

digital technologies such as blockchain and AI can improve transparency and efficiency in Islamic 

finance (Ibrahim, 2023; Lautania et al., 2024). Integrating Islamic social finance with national 

development strategies and SDGs can position Islamic economics as a key driver of inclusive 

growth and social justice in Indonesia. 
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Limitations and Future Research Directions 

This study is limited by its reliance on secondary data and qualitative analysis, which 

restricts the ability to generalize findings. Future research should employ mixed-method 

approaches, combining field surveys with econometric modeling to assess the impact of Islamic 

finance on poverty reduction and economic resilience. Comparative studies across Southeast 

Asia could also provide insights into best practices for operationalizing Islamic economics in 

diverse socio-economic contexts (Novreska & Arundina, 2024; Sugeng, 2024) 

 

CONCLUSION 

This study concludes that Islamic economics provides a holistic framework that integrates 

spiritual values with socioeconomic welfare, offering viable solutions to address inequality and 

promote justice. Instruments such as zakat, waqf, and Sharia-compliant financial services have 

demonstrated their potential to redistribute wealth, empower communities, and support 

inclusive development. These findings reaffirm the relevance of Islamic economics in achieving 

equitable growth within Indonesia’s development agenda. 

However, the study acknowledges several limitations. First, the reliance on secondary data 

and qualitative analysis restricts the ability to generalize findings across different contexts. 

Second, the absence of field-based empirical validation may limit the robustness of conclusions 

regarding the operational effectiveness of Islamic economic instruments. These limitations 

highlight the need for caution when interpreting the results, as institutional capacity, regulatory 

frameworks, and public literacy can significantly influence outcomes. 

Future research should address these gaps by employing mixed-method approaches that 

combine qualitative insights with quantitative data. Longitudinal studies could provide a deeper 

understanding of the long-term impact of Islamic finance on poverty reduction and economic 

resilience. Comparative research across Southeast Asian countries may also uncover best 

practices for integrating Islamic economics into national development strategies. 

From a practical perspective, policymakers and financial institutions should prioritize 

strengthening institutional frameworks, enhancing transparency, and leveraging technological 

innovations such as blockchain and AI to improve efficiency and trust in Islamic financial 

transactions. Collaborative efforts among government, private sector, and civil society are 

essential to realize the full potential of Islamic economics in promoting justice and welfare. 

In conclusion, while Islamic economics holds significant promise, its success depends on 

bridging the gap between theory and practice through education, policy reform, and innovation. 

By aligning Islamic economic principles with global development goals, Indonesia can position 

itself as a leader in ethical and inclusive economic transformation. 

 

LIMITATION 

Like any research, this study has certain limitations that should be acknowledged. First, the 

reliance on secondary data through library research restricts the ability to capture real-time 

dynamics and stakeholder perspectives. This limitation may have influenced the depth of 

analysis, as practical challenges faced by institutions and beneficiaries were interpreted from 

existing literature rather than direct observation. 

Second, the study employed a qualitative descriptive approach, which, while suitable for 

exploring normative and contextual aspects, does not allow for statistical generalization. 

Consequently, the findings provide interpretive insights rather than empirical measurements of 

impact, which may limit their applicability across different regions or institutional settings. 

Third, the absence of field-based empirical validation means that conclusions regarding 

the effectiveness of zakat, waqf, and Islamic financial instruments are based on reported 

outcomes rather than firsthand data. This could introduce bias if the sources used were overly 

optimistic or lacked critical evaluation. 
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Fourth, the scope of the study was confined to Indonesia, which limits external validity. 

Islamic economics operates within diverse socio-economic and regulatory environments globally, 

and findings from Indonesia may not fully represent conditions in other countries. 

Finally, the study did not incorporate advanced econometric analysis or longitudinal data, 

which could have provided stronger evidence of causal relationships between Islamic economic 

instruments and socioeconomic welfare. This methodological constraint may affect the 

robustness of policy recommendations derived from the study. 

 

REFERENCES 

Ababulgu, A. (2022). Debt-based instruments and Sharia compliance: A critical review. Journal of 

Islamic Finance, 11(2), 89–104. 

Abasimel, M. (2023). Ethical challenges in Islamic banking practices. International Journal of 

Islamic Economics, 8(1), 55–72. 

Amrudin, A. (2022). Qualitative research in Islamic economics: A methodological review. Journal 

of Islamic Economic Studies, 30(2), 145–160. 

Antonio, M. S. (2001a). Bank Syariah: Dari Teori ke Praktik. Gema Insani. 

https://www.goodreads.com/book/show/Bank-Syariah-Dari-Teori-ke-Praktik 

Antonio, M. S. (2001b). Bank Syariah: Dari Teori ke Praktik. Jakarta: Gema Insani (D. M. Hasan 

Basri & F. R. Dewi, Eds.; 1st ed.). Gema Insani Press bekerja sama dengan Tazkia 

Cendekia. 

Bakr, A., El Amri, M., & Mohammed, M. (2021). The Worldview of Islamic Ethical Wealth and Its 

Implications for SDGs: The Case of Waqf (pp. 29–52). https://doi.org/10.1007/978-3-030-

65313-2_2 

Bakr, M. (2021). Islamic finance and SDGs: Opportunities and challenges. Journal of Sustainable 

Finance, 7(3), 210–225. 

Chapra, M. U. (2016a). Islam and the Economic Challenge. The Islamic Foundation. 

https://www.goodreads.com/book/show/Islam-and-the-Economic-Challenge 

Chapra, M. U. (2016b). The Future of Economics: An Islamic Perspective. Islamic Foundation. 

Kube Publishing Ltd. 

Farah, A. (2025). Digital transformation and Islamic social finance. Journal of Islamic Economics 

and Technology, 5(1), 55–72. 

Febrianty, Y., Vitalia, F., & Ode, H. (2025). Legal opportunities and challenges in Indonesia’s sharia 

economy post-COVID-19. Istinbath Journal of Islamic Law, 24(1), 33–50. 

https://doi.org/10.20414/ijhi.v24i1.958 

Hidayat, A., Akbar, W., Ardiansyah, M., & Ibrahim, E. A. B. (2024). The impact of sharia economics 

on the vision of a Golden Indonesia 2045. Jurnal Ilmu Ekonomi Dan Bisnis Islam, 6(2), 

116–139. https://doi.org/10.24239/jiebi.v6i2.297.116-139 

Ibrahim, M. (2023). Epistemology of Islamic economics: Integrating normative and empirical 

approaches. International Journal of Islamic Economics and Finance, 9(2), 89–104. 

Lautania, M. F., Mutia, E., Evayani, & Dinaroe. (2024). Islamic Fintech in Indonesia: Opportunities 

and Challenges for Growth and Innovation (pp. 283–291). https://doi.org/10.1007/978-3-

031-55911-2_27 

Mannan, M. A. (2017a). Islamic Economics: Theory and Practice. Islamic Book Trust. 

https://www.goodreads.com/book/show/Islamic-Economics-Theory-and-Practice 

Mannan, M. A. (2017b). Teori dan Praktik Ekonomi Islam. Dana Bhakti Prima Yasa. 

Novreska, S., & Arundina, T. (2024). The role of Islamic financial inclusion in poverty reduction. 

Journal of Islamic Monetary Economics and Finance, 10(1), 135–154. 

https://doi.org/10.21098/jimf.v10i1.1973 

Redzuan, N. (2023). Islamic microfinance and financial inclusion in Southeast Asia. International 

Journal of Islamic Economics and Finance Studies, 9(1), 45–62. 

https://jurnal.unived.ac.id/index.php/er/index


ISSN: 2338-8412                                                                                  e-ISSN : 2716-4411 

40 | Marlina, Zuhdiyah, Maryamah, Muslih Qomarudin ; Islam and Economy: Integrating ... 

Redzuan, N. H., Kassim, S., Rosman, R., Muhammad Zuki, M. F., & Shaharuddin, S. S. (2023). 

Potential of Islamic Microfinance: Issues, Challenges, and Way Forward (pp. 157–166). 

https://doi.org/10.1007/978-3-031-27860-0_14 

Riyadi, F. M. (2025). Implementasi akad murabahah dalam perbankan syariah di Indonesia. 

Socius: Jurnal Penelitian Ilmu-Ilmu Sosial, 2(12), 265–270. 

https://doi.org/10.5281/zenodo.15655175 

Rosidin S.; Sudrajad O., N. ; W. (2025). Enhancing Islamic economics and financial literacy in 

Indonesia. Proceedings of System Dynamics Conference, 1(1), 1–12. 

Sudarto, A. (2024). Buku Metopen EI OK. 

Sugeng, S. (2024). Debt-based instruments in Islamic banking: A critical review. Journal of Islamic 

Finance, 11(2), 89–104. 

Tahiri-Jouti, A. (2022). The Islamic Social Finance: From Instruments to Institutions. In Financial 

Instruments and Cash Waqf (pp. 33–59). Springer International Publishing. 

https://doi.org/10.1007/978-3-031-04337-6_3 

Tahiri-Jouti, M. (2022). The role of zakat and waqf in supporting SDGs. Journal of Islamic Social 

Finance, 4(2), 115–130. 

Yasmansyah; Sesmiarni, R. (2021). Library research as a method in Islamic studies. Al-Tafsir 

Journal, 8(1), 55–68. 

Badan Pusat Statistik. (2024). Gini Ratio in March 2024 was 0.379. 

https://www.bps.go.id/id/pressrelease/2024/07/01/2371/gini-ratio-in-march-2024-was-0-

379-.html 

Badan Pusat Statistik. (2025). Gini Ratio September 2024 tercatat sebesar 0.381. 

https://www.bps.go.id/id/pressrelease/2025/01/15/2399/gini-ratio-september-2024-

tercatat-sebesar-0-381.html 


