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Financing Small Enterprises for Achieving Sustainable
Development from the Perspective of Islamic Economics

Researcher: Imad Hisham Ismail Jad Allah

Supervisor: Dr. Basheer Hussein Motawe Altarturi

ABSTRACT

This study highlights the importance of financing small enterprises in achieving
sustainable development from the perspective of Islamic economics. It emphasizes the
role of Islamic finance in enhancing financial inclusion, alleviating poverty, and
promoting social justice while considering environmental sustainability. Islamic finance
is characterized by prohibiting riba (usury) and gharar (excessive uncertainty). It relies
on profit-and-loss sharing or risk-sharing mechanisms, which foster social and economic
justice. It also offers ethical and religiously compliant financial alternatives, making it
attractive to diverse groups. However, Islamic finance institutions face several challenges,
including limited access to capital, operational efficiency issues, and the absence of a
clear strategic vision. Considering these challenges, this study explores the key obstacles
confronting Islamic microfinance institutions while proposing a new model. This model
integrates Islamic economic principles with modern sustainability practices, enhancing
financial inclusion for marginalized and underserved communities. The study employs a
qualitative exploratory research methodology involving interviews with three categories
of experts: Shariah scholars and advisors specializing in Islamic financial transactions, a
government policymaker, and a legal expert. The collected data was analyzed using
thematic analysis to identify key patterns and trends. The findings indicate that Islamic
microfinance faces economic, social, and environmental challenges that hinder
sustainability. These include the reliance on traditional collateral-based guarantees,
limited financial resources, and the absence of policies supporting ecological
sustainability. The study also reveals that existing Islamic microfinance models restrict
access to financial services for marginalized groups. To address these challenges, the
study proposes a new model integrating Islamic social finance instruments such as zakat
and waqf with modern sustainability practices. This model prioritizes risk-sharing over
traditional collateral requirements and promotes financial inclusion through digital
platforms. Additionally, it focuses on improving the efficiency of Islamic financial
institutions by strengthening good governance and Shariah supervision and leveraging
financial technology to support financial, social, and environmental sustainability. The
study recommends enhancing cooperation between Islamic finance institutions and
governments, developing effective risk management strategies, and fostering
comprehensive sustainable development. It emphasizes that Islamic finance is not merely
an alternative to conventional finance but an effective tool for achieving sustainable
development by integrating Islamic values with modern financial practices. The study
concludes that attaining social and economic justice requires collaborative efforts from
all stakeholders, contributing to the creation of a more sustainable and prosperous society.

Keywords: Small Enterprise Financing; Sustainable Development; Islamic Economics;
Islamic Finance; Financial Inclusion; Social Justice
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