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Abstrak - Islamic banking in encouraging sustainable
development through Islamic financial instruments, namely
ZISWAF in the Southeast Asia region. This study uses a
qualitative method by using literature studies as references and
obtaining sources through journals, books, websites, and other
supporting sources. The results of the study state that Islamic
Banking plays an important role in encouraging sustainable
development in Southeast Asia through the ZISWAF mechanism
(Zakat, Infak, Sedekah, and Wakaf). The implementation of which
must be based on sharia principles such as the prohibition of
usury and emphasizing social justice makes Islamic banking in
line with the achievement of the Sustainable Development Goals
(SDGs). Although it has an important role, there are challenges
both from society and the government, for this reason
coordination is needed between the two and maintaining
relations with countries in the Southeast Asia region in order to
find a middle ground.
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Introduction

Sustainable development is one of the main focuses for the whole world whose
impact greatly influences the development of a country. Sustainable Development
Goals (SDGs) is one of the United Nations programs that has been agreed upon and
is a driver of sustainable economic development. SDGs are implemented to achieve
global welfare that must be achieved by every country including Indonesia. With
the intention of emphasizing the importance of balance between economic growth,
social welfare, and environmental preservation, SDGs can create a sustainable life
for present and future generations. In the midst of efforts to achieve these goals,
Islamic banking is juxtaposed in encouraging sustainable development with the
underlying sharia principles. Islamic banking offers a different financial approach
from conventional banking. One of the main instruments in the Islamic banking
system that has great potential to support sustainable development is the ZISWAF
mechanism (Zakat, Infak, Sedekah, Wakaf).

The ZISWAF mechanism functions as a wealth redistribution and social financing
tool that can play a strategic role in reducing economic disparities and promoting
community welfare. ZISWAF has a strategic role in encouraging sustainable
development by financing infrastructure projects. In addition, productive
management of zakat funds also contributes significantly to improving community
welfare, especially for underprivileged groups (Fitri & Nasution, 2023) . In Southeast
Asia, there are several countries with a Muslim majority population such as
Indonesia and Malaysia. With a Muslim majority population, ZISWAF is an
important instrument in supporting the social and economic development agenda.
Indonesia and Malaysia have implemented innovative policies to optimize the role
of ZISWAF in financing sustainable social, economic and environmental projects.

Therefore, this article will analyze the role of Islamic banking through the ZISWAF
mechanism in promoting sustainable development in Southeast Asia. By reviewing
case studies of ZISWAF implementation in several countries in the region, it is
hoped that this article can provide insight into how Islamic financial instruments
can contribute to achieving sustainable development goals.
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Literature Review

In the study, there are several articles that are references related to the role of Islamic
banking in promoting sustainable development, after being reviewed there are two
literature reviews related to the discussion of the study. First, in the article entitled
"ZISWAF's Contribution to Poverty Alleviation in Sustainable Development" by
Haliza, SN, et al. The article aims to find out whether ZISWAF can contribute to
promoting sustainable development in the context of poverty alleviation? By
obtaining data through literature review, the research found that ZISWAF has an
important role in inclusive economic development in Indonesia which can
strengthen the micro economy. Second, the article entitled "Zakat as an Inclusive
Sharia Financial Instrument in Realizing Sustainable Development Goals" by
Rokhlinasari, S., et al. (2023). The conclusion is obtained Through independence,
education, religious, health, and social programs, Baznas has shown its commitment
to implementing the SDGs. These programs are in line with the principles of
Magqashid Syariah, which aim to realize goodness for all humanity.

Methodology

The method used in this article is a descriptive qualitative method. This method
contains an explanation of a phenomenon based on related sources. This article
obtains data through literature reviews through books, journals, websites, and other
supporting sources. Which is expected to produce conclusions about the role of
Islamic banking in encouraging sustainable development, especially in Indonesia
and Malaysia, which are the largest Muslim countries in Southeast Asia.

Results and Discussion

Islamic banking has a significant role in promoting sustainable development
because it operates based on sharia principles that emphasize ethics, social justice,
and economic well-being. One of the main characteristics of Islamic banking is the
prohibition of riba (interest) and unfair practices, and a commitment to supporting
activities that are socially and economically beneficial. In the context of sustainable
development, Islamic banking provides a financial platform that can support
investment in sectors that support the achievement of the Sustainable Development
Goals (SDGs), such as poverty alleviation, education, health, and environmental
sustainability.
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The ZISWAF (Zakat, Infak, Sedekah, and Wakaf) mechanism is one of the main
instruments in Islamic banking that has great potential to support sustainable
development. ZISWAF enables the redistribution of wealth from the wealthy to
those in need, with the aim of improving social welfare, reducing inequality, and
encouraging the development of social infrastructure such as education, health, and
sustainable micro-economic projects. In Southeast Asia, Islamic banking has shown
an important role in mobilizing ZISWAF funds for social and economic
development, especially in countries such as Indonesia and Malaysia.

As an Instrument of Sustainable Development, ZISWAF has a mechanism for each
of its products. First, Zakat as a religious obligation for Muslims, is a very significant
source of funds in supporting sustainable development in many Muslim countries,
including in Southeast Asia. The implementation of productive zakat has proven
effective in supporting the achievement of the Sustainable Development Goals
(SDGs). Funds obtained from productive zakat have been allocated to various
programs that are in line with the SDGs (Fitri & Nasution, 2023) . Zakat is collected
from eligible individuals or entities and then distributed to the less fortunate. In the
context of sustainable development, zakat has the potential to contribute to several
SDGs goals, such as poverty alleviation (SDG 1) and reducing inequality (SDG 10).
In Indonesia, the National Zakat Agency (BAZNAS) has played an active role in
collecting zakat and allocating it to various social programs, such as education,
health, and economic empowerment. For example, zakat funds are used to fund
scholarship programs for students from underprivileged families and to support
health initiatives for the poor. With a more structured and transparent mechanism,
zakat can become a stable source of financing to support sustainable development
in developing countries.

Second, Infaq and sedekah are voluntary contributions from individuals or entities
who are able, without any specific amount or obligation such as zakat. Infaq and
sedekah can fund various social projects, including the construction of social
infrastructure such as orphanages, hospitals, and educational facilities, all of which
play a role in achieving sustainable development. In Malaysia, Islamic banking
institutions and charitable organizations have managed infaq and sadaqah funds to
support humanitarian and social development programs. One successful example is
the Tabung Sedekah initiative, which is managed by Islamic banks to support rural
poverty alleviation programs. The funds are also used to support small and medium
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enterprises (SMEs), which can help boost local economic growth. Third, Waqf is one
of the most unique and important Islamic financial instruments in supporting
sustainable development. Wagqf is an asset donated for the public interest with a
long-term goal. Unlike zakat or sadaqah, wagqf assets cannot be sold, inherited, or
transferred; only the proceeds or benefits of the asset can be used. Waqf assets are
often land, buildings, or other properties that can be managed to support social
projects such as schools, hospitals, or community centers.

In Southeast Asia, waqf has great potential to support sustainable infrastructure
projects. In Indonesia, the concept of Productive Waqf has grown rapidly, where
wagqf land is used to build hospitals, schools, and markets that provide direct
benefits to the community. Malaysia has also used waqf to support green
infrastructure projects, such as the construction of environmentally friendly health
facilities and financing renewable energy projects. Although ZISWAF has great
potential, there are challenges in terms of governance, accountability, and public
understanding. In some countries, regulations that support ZISWAF management
are still limited, making it difficult to optimize the potential of this instrument. On
the other hand, opportunities continue to grow with the support of digital
technology that can facilitate the collection and distribution of ZISWAF funds more
efficiently. Thus, the ZISWAF mechanism in Islamic banking in Southeast Asia has
great potential to support sustainable development. With good management and
proper regulatory support, ZISWAF can be an important instrument in mobilizing
resources for projects with social and environmental impacts, and contributing to
the achievement of SDGs in the region.

Conclusion

Islamic banking plays an important role in driving sustainable development in
Southeast Asia, especially through the ZISWAF (Zakat, Infak, Sedekah, and Wakaf)
mechanism. Islamic banking in its implementation must be based on sharia
principles such as the prohibition of usury and emphasizing social justice, making
Islamic banking in line with the achievement of the Sustainable Development Goals
(SDGs). Zakat, infak, sedekah, and wagf are financial instruments that support social
and economic projects, such as poverty alleviation, education, health, and
environmental sustainability. The challenges are mainly related to governance and
regulation, but technological developments can facilitate more efficient
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management of ZISWAF funds , making it an important instrument in sustainable
development in Southeast Asia, especially Indonesia.
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