
  
 

177 
 

Tawazun: Journal of Sharia Economic Law 

P-ISSN: 2655-9021, E-ISSN: 2502-8316 

Volume 7, Nomor 2, 2024 
http://journal.stainkudus.ac.id/index.php/tawazun/index 
 

Sosio Economic: Forms of Community Welfare Based on 
Islamic Economic Principles 

 
Yahya Fuad1, Ubaid Aisyul Hana2, Zumrotul Azizah3 

Universiti Utara Malaysia1, STAI Al Akbar Surabaya2, STAI Salafiyah 
Bangil3 

yahyafuad46@gmail.com1, ubaidmedmed@gmail.com2,  

zum.azizahmed@gmail.com3  
 

 
Abstract 
This study explores the application of Islamic economic principles in enhancing societal 
welfare, focusing on economic justice, the prohibition of riba (interest) and gharar 
(excessive uncertainty), and the obligation of wealth sharing. The primary objective of this 
research is to analyze the effectiveness of these principles in the modern context and their 
impact on social and economic welfare. The methodology includes a review of recent 
literature and secondary data analysis from various reports and case studies related to 
Islamic economics. The findings indicate that economic justice principles, through wealth 
redistribution mechanisms such as zakat, significantly reduce income inequality and 
improve the quality of life for the less fortunate. Islamic banking, by avoiding interest and 
applying profit-sharing principles, contributes to economic stability and financial 
inclusion, while mitigating systemic risks often associated with conventional banking 
systems. Furthermore, effective and transparent management of zakat and waqf has 
supported social development through various initiatives in education, healthcare, and 
social infrastructure. However, challenges include the lack of uniform international 
standards for Islamic financial institutions and the need for regulatory reforms. On the 
other hand, there are significant opportunities through innovations in Islamic financial 
products and international cooperation to strengthen the financial sector and enhance 
societal welfare. In conclusion, Islamic economic principles can make a meaningful 
contribution to societal welfare if implemented effectively with adequate regulatory support 
and transparency. 
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INTRODUCTION 
Islamic economics is a system based on Sharia principles designed to 
achieve societal welfare in a just and sustainable manner. Core principles of 
Islamic economics include economic justice, the prohibition of riba 
(interest), the prohibition of gharar (excessive uncertainty), and the 
obligation of wealth-sharing through zakat and waqf. These principles aim 
to ensure more equitable distribution of wealth, promote economic 
stability, and enhance social inclusion. 
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Previous research has provided valuable insights into the application of 
Islamic economic principles. Bashir, Ahmed, and Khan (2023) 
demonstrated that an effectively managed zakat system can reduce income 
inequality and improve community well-being. Khan and Bhatti (2024) 
assessed that Islamic banking, by avoiding interest and implementing 
profit-sharing principles, plays a crucial role in maintaining economic 
stability and financial inclusion. Furthermore, the International Zakat 
Organization (2024) highlighted the significant role of zakat and waqf in 
supporting social development through various initiatives in education and 
healthcare. 
 
However, there are gaps in the existing literature. For example, Ahmed and 
Hassan (2022) identified a lack of comprehensive understanding of how 
Islamic economic principles can be implemented holistically across 
different contexts. They noted that while many studies focus on individual 
aspects like zakat or Islamic banking, there is a shortage of research 
integrating these principles into a comprehensive analysis of their impact 
on various dimensions of societal welfare. Elgazzar and Elbanna (2023) also 
pointed out practical challenges in applying Islamic economic principles in 
countries with different economic systems, suggesting a need for more 
flexible and adaptive approaches. 
 
The research gap includes the need for a comprehensive analysis of how 
Islamic economic principles can be integrated to affect social and economic 
welfare in a holistic manner. Additionally, there is insufficient research 
addressing the practical challenges and opportunities arising from the 
application of these principles in diverse global economic systems. 
 
The objective of this study is to address these gaps by providing an in-depth 
analysis of the application of Islamic economic principles and their impact 
on societal welfare. This research aims to offer broader insights into how 
Sharia principles can be integrated into modern economic systems and to 
identify the challenges and opportunities associated with their 
implementation. 
 
LITERATURE REVIEW 
 
Contemporary Economic Justice Theory 
 
Contemporary economic justice theory focuses on the implementation of 
broader principles of justice in Islamic economics. According to Al-
Mubarak (2022), economic justice theory in the modern context emphasizes 
the importance of a balance between economic growth and equitable 
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distribution of wealth. Al-Mubarak also stated that the application of these 
principles of justice can help reduce social inequality and improve the 
welfare of society more effectively (Al-Mubarak, 2022). Research by Khan 
et al. (2023) suggests that economic policies based on Islamic economic 
justice principles can support inclusive development by reducing 
disparities between social groups (Khan et al., 2023:35). 
 
Innovation in Islamic Banking 
 
Islamic banking continues to innovate to meet the needs of society and 
support economic stability. According to Hasan and Ahmad (2024), 
innovations in Islamic banking products, such as green sukuk and Islamic 
fintech, play a key role in modernizing the financial system while still 
adhering to sharia principles (Hasan & Ahmad, 2024). The study by Ali and 
Yusuf (2023) identified that the adoption of digital technology in Islamic 
banking can improve financial inclusion and accessibility of financial 
services for underserved communities (Ali & Yusuf, 2023:45). This 
innovation also has the potential to increase transparency and 
accountability in Islamic banking operations (Ali et al., 2023). 
 
The Impact of Zakat and Waqf in the Modern Context 
 
Zakat and waqf have a significant impact in the modern social and 
economic context. According to Ibrahim (2023), efficient zakat management 
can substantially reduce poverty and improve quality of life through well-
structured social programs (Ibrahim, 2023). Research by Sari and Nur (2024) 
revealed that productive waqf, such as waqf for infrastructure development 
projects, has great potential to improve people's welfare and support 
sustainable development (Sari & Nur, 2024:62). This initiative shows how 
zakat and waqf can be optimized to provide long-term benefits to society 
(Sari et al., 2024). 
 
 
RESEARCH METHODS 
 
This study employs a qualitative research design to explore the 
implementation of Islamic economic principles and their impact on societal 
welfare. The population for this research includes academic literature, 
international reports, and case studies relevant to Islamic economics. A 
purposive sampling method was used to select specific studies and reports 
that provide comprehensive insights into the principles of zakat, waqf, and 
Islamic banking. Data were analyzed using thematic analysis to identify key 
patterns and themes, and comparative analysis to assess the effects of these 



 
 
 
Yahya Fuad, dkk. 

180 
 

Tawazun: Journal of Sharia Economic Law Vol. 1 No. 1 2018 

 

principles across different contexts. Thematic analysis was chosen for its 
ability to capture nuanced insights from qualitative data, while 
comparative analysis was used to draw connections between different case 
studies and contexts, ensuring a thorough understanding of the principles' 
impact. This approach allows for an in-depth examination of how Islamic 
economic principles are applied and their effects on various aspects of 
societal welfare. 

 
DISCUSSION 
 
Implementation of Islamic Economic Principles 
 Economic Justice and Wealth Distribution: The principle of justice in 
Islamic economics emphasizes the redistribution of wealth to reduce social 
inequality. Recent studies have shown that countries that effectively 
implement the zakat system experience a significant reduction in economic 
inequality. For example, Bashir et al. (2023) found that structured and 
transparent implementation of zakat can ameliorate the income gap and 
improve the quality of life of disadvantaged communities. In addition, the 
principle of justice also includes market regulation to prevent monopoly 
and exploitative practices that may harm more vulnerable groups of 
society. By creating a more just and equitable economic system, social 
welfare can be improved sustainably. 
 The Role of Islamic Banking in Economic Stability: Islamic banking 
plays an important role in creating economic stability through the 
prohibition of usury and the principle of profit sharing. Khan & Bhatti 
(2024) showed that Islamic financial institutions can reduce systemic risks 
that often occur in the conventional interest-based banking system. Islamic 
banking, by using the profit-sharing principle and not involving interest, 
not only provides an ethical alternative for users of financial services but 
also contributes to economic stability by reducing excessive speculation and 
financial risk. It also has the potential to increase financial inclusion, 
especially in countries with populations that do not have full access to 
conventional banking services. Islamic banking products such as sukuk and 
mudharabah play a strategic role in supporting inclusive and sustainable 
economic growth. 
 
 
Effectiveness of Zakat and Waqf in Social Development 
 Transparent and effective management of zakat and waqf can 
significantly support social development and poverty reduction. A report 
by the International Zakat Organization (2024) shows that well-targeted 
zakat distribution not only helps the poor but also supports various social 
initiatives, such as education and healthcare. In addition, waqf serves as an 
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important resource for the development of social infrastructure, such as 
schools, hospitals, and other public facilities. Well-planned waqf initiatives 
can provide long-term benefits to society and support sustainable social 
development. These programs contribute to more equitable and inclusive 
social development, improving the overall quality of life. 
 
Challenges and Opportunities 
 One of the main challenges in implementing Islamic economic 
principles is the lack of uniform international standards for Islamic financial 
institutions. Research by Dhanani & Syed (2024) shows that differences in 
international regulations and standards can hinder the integration of the 
Islamic financial system with the global system. This uncertainty can affect 
the confidence of investors and users of financial services. In addition, 
resistance to change from the conventional economic system and the need 
for regulatory reform in some countries may slow down the progress of 
implementing Islamic principles on a global scale. 
 While the Islamic economy offers significant opportunities for the 
development of a more inclusive and sustainable financial sector. Research 
by the World Bank (2024) suggests that innovation in Islamic financial 
products and international cooperation can strengthen the financial sector 
and improve social welfare. The development of innovative Islamic 
products, such as green sukuk and Islamic fintech, can open up new 
opportunities for sustainable investment and support more inclusive 
economic development. In addition, cooperation between the public and 
private sectors in the development and regulation of Islamic financial 
products. 
 
 
Conclusion 
 
This study reveals that the application of Islamic economic principles has a 
significant impact on societal welfare. Three main areas are highlighted: 
contemporary economic justice theory, innovations in Islamic banking, and 
the influence of zakat and waqf in the modern context. 
 
Firstly, contemporary economic justice theory emphasizes the importance 
of balancing economic growth with equitable wealth distribution. 
Implementing these principles in public policy effectively reduces social 
inequality and enhances societal welfare. 
 
Secondly, innovations in Islamic banking, such as the development of new 
financial products and the adoption of digital technology, play a crucial role 
in modernizing the Islamic financial system. These innovations not only 



 
 
 
Yahya Fuad, dkk. 

182 
 

Tawazun: Journal of Sharia Economic Law Vol. 1 No. 1 2018 

 

improve financial inclusion but also support economic stability by offering 
more ethical and transparent alternatives. 
 
Thirdly, zakat and waqf are vital in supporting social welfare and 
sustainable development. Efficient management of zakat can alleviate 
poverty and improve quality of life, while productive waqf has significant 
potential to support development projects that provide long-term benefits 
to communities. 
 
Overall, the application of Islamic economic principles contributes 
significantly to societal welfare through economic justice, financial 
innovations, and mechanisms for wealth redistribution such as zakat and 
waqf. Integrating these principles into economic policies and practices is 
essential for achieving inclusive and sustainable social development. 
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