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Islamic green finance is a growing field that combines Islamic investment prin-
ciples with environmental responsibility. This book explores the potential of
this concept to address climate change and promote sustainable development.

It examines various aspects of Islamic green finance, including Shari’ah-
compliant financial instruments for renewable energy projects, green busi-
nesses, and environmental risk mitigation. It also explores the role of Islamic
financial institutions and government policies in influencing green initiatives.
Additionally, the book discusses the positive impact Islamic green finance can
have on social development and assesses the role of technology in facilitating
green transactions, discussing emerging trends in blockchain, crowdfunding,
and artificial intelligence. The book emphasizes the need for robust impact
measurement frameworks and sustainability reporting standards for Islamic
green finance projects, evaluating existing frameworks and methodologies, and
identifying best practices for measuring and reporting the environmental and
social impact of green finance initiatives. It analyzes successful case studies and
identifies key challenges and opportunities for government policies to foster
the growth of Islamic green finance. It also highlights key areas for further
research and examines the potential of Islamic green finance to contribute to
achieving the Sustainable Development Goals (SDGs). Further, it showcases
real-world examples of successful Islamic green finance initiatives from diverse
regions. These case studies provide valuable insights into practical implemen-
tation and scalability.

The book raises awareness of Islamic green finance, stimulates innovation in
this area, informs policymaking, and empowers investors to make ethical and
sustainable investment decisions, and as such, targets a wide audience includ-
ing academics, researchers, financial professionals, policymakers, and individ-
ual investors.
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4 Financing Sustainability through
Meezan Concept

An Islamic Economics Perspective

Mohamed Aslam Akbar, Anaztasia Natasha
Muhamad Ramlan, and Edib Smolo

4.1 Introduction

The transition to sustainability worldwide has markedly escalated in the last
few years, propelled by pressing issues of environmental degradation, social
inequality, and economic instability that threaten present and future genera-
tions. There is a dire need to establish a more equitable and balanced economic
development strategy that incorporates social equity, environmental sustaina-
bility, and long-term economic stability, as indicated in the studies by Khayyat
(2013) and Ahmad and Bruch (2002). Islamic finance provides a sound foun-
dation for sustained prosperity based on its basic tenets of morality, equity,
and justice. The principle of meezan (balance or equilibrium), which is essen-
tial to Islamic doctrine, is an important part of this system. This equilibrium is
emphasized in the Holy Qur’an as it says:
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The heaven He raised, and He imposed the balance.
(Qur’an, 55:7)

This verse signifies the just, social, and economic balance that Muslims are
obligated to maintain alongside the cosmic order. The Qur’an also states:
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Measure with fairness and do not render the balance inadequate.
(Qur’an, 55:9)

The above verse highlights the need for integrity and justice in financial trans-
actions. This equilibrium, as demonstrated in Islamic finance, guarantees that
financial profit continually corresponds with legal obligations.

Islamic finance, by adhering to magasid al-Shari’ah (the objectives of
Islamic law), possesses the capacity to significantly advance sustainable devel-
opment. The objectives of safeguarding religion (hifz al-din), life (hifz al-nafs),

DOI: 10.4324/9781003540403-6
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intellect (hifz al-aql), oftspring (hifz al-nasl), and wealth (hifz al-mal) are inher-
ently linked to sustainability. Dusuki and Bouheraoua (2011) assert that
Magqasid al-Shari’ah emphasizes the conservation of wealth through judicious
resource utilization, hence directly fostering environmental sustainability.
Nonetheless, Islamic finance encounters several challenges in aligning its
instruments with environmental goals, notwithstanding its fair foundation.
The insufficient understanding of Islamic financial instruments, such as wagf
and green sukuk, in addressing social and environmental difficulties constitutes
a primary obstacle (Billah et al., 2024). In addition, similar to its conventional
counterpart, the Islamic banking industry also faces a conflict between long-
term sustainability and short-term profit maximization. These challenges high-
light the need for a critical analysis of how al-Qawa’id al-Fighiyyah (Islamic
legal maxims) may address this gap and direct Islamic financial organizations
towards moral responsibility and environmental sustainability.

This chapter demonstrates how major Islamic legal maxims, magasid
al-Shari’ah, and meezan principles interactively build a robust framework for
financial sustainability. The discussion throws light on the following: (1) “Harm
must be eliminated” (a/-darar yuzal) goes to support the investment in indus-
tries that reduce environmental harm, such as renewable energy; (2) “Hardship
begets facility” (al-mashaqqah tajlib al-taysir), which will favour the creation of
accessible and easy sustainable financial products; (3) “Certainty is not over-
ruled by doubt” (al-yagin la yazul bil-shakk), which supports financial deci-
sions based on clear and destructive investments; and (4) “Custom is a basis for
judgement” (al-’adah muhakkamah), which enables innovative financial prod-
ucts to be created based on traditional knowledge combined with modern
development and needs. These maxims serve as the necessary guidelines to
ensure that Islamic financial products are directed towards equitable invest-
ment and adhere to environmental criteria.

In what follows, we give an overview of meezan in the Qur’an and Sunnah
and its implication on sustainable funding. These are linked with the greater
context of magqasid al-Shari’ah through emphasis on social justice and envi-
ronmental care; these have implications for sustainable financial practices.
The chapter then looks at how some key Islamic legal maxims, discussed
above, can help instruct ethical financial decisions and contribute to increased
sustainability. It will be illustrated in practice through real examples such as
green sukuk, Islamic financing for sustainable agriculture, and wagf-based
projects for environmental protection and social welfare. Next, we review the
advantages and disadvantages of Islamic finance in advancing sustainability,
and how fintech facilitates access to and understanding of Islamic financial
products. The chapter concludes with ways to integrate Islamic finance into
international sustainability initiatives like the United Nations Sustainable
Development Goals (SDGs) and how Islamic finance can be mobilized more
effectively to contribute to the resolution of complex challenges such as pov-
erty and climate change.
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4.2 The Concept of Meezan in Islamic Economics

Before delving into the theoretical basis of meezan in Islamic economics, let’s
ground the concept of sustainability in simple Islamic principles. Islamic teach-
ings revolve around the concept of meezan, which stands for balance in the
universe and in ethical and financial affairs. Research by Khayyat (2013) and
Ahmad and Bruch (2002) showed that balance means more than just physical
equilibrium; it also represents fairness, restraint, and justice in many areas of
life, including finance. The main Islamic tenets supporting sustainable finance
are presented in Table 4.1.

In the Qur’an, the term meezan is heavily stressed as a concept of equity and
justice. The verses are essential to the environmental field since they discuss
both ecological balance and financial honesty. In the Qur’an, Allah, subhanahu
wa ta’ala (SWT), states:
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Give full measure when you measure, and weigh with an even balance.
That is the best [way] and best in result.
(Qur’an, 17:35)

This verse pertains to business conduct, ensuring that all financial transactions
are executed with integrity, transparency, and fairness. From an environmental
perspective, this may be interpreted as a directive to avert waste and overex-
ploitation to maintain ecological balance (Ahmad & Bruch, 2002).

The Sunnah of Prophet Muhammad (peace be upon him — PBUH) features
justice and equilibrium in financial dealings, complementing the principles of
the Qur’an. The hadith reported by Ibn Majah in his Sunan is another proof
of justice and preserving equilibrium in business dealings. The hadith says:
“The truthful and trusty merchant is associated with the prophets, the upright,

Tuble 4.1 Important Islamic Precepts Supporting Financial Sustainability

Islamic Principle Description Source (Qur’an/Sunnah)
Meezan (Balance) Maintaining equilibrium in all Qur’an 55:7, 55:9
facets of life, especially business
dealings
Magqasid al-Shari’ah  Protection of wealth, life, and the Qur’an 2:256, 17:33,
environment are among the Al-Ghazali
greater goals of Islamic law.
Al-Darar Yuzal (No Prevention of injury and Hadith, Sunan Ibn Majah
harm) retaliation for harm
Al-Mashaqqah Tajlib Adversity facilitates accessibility ~ Qur’an 2:185, Sahih
al-Taysir (Hardship  and financial inclusion by al-Bukhari
begets ease) bringing ease.

Source: Authors’ own.
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and the martyrs” (Hadith 3, Book 12 in Ibn Majah, n.d.). Since Islamic belief
holds that moral responsibility in business dealings is essential to entering par-
adise, adherence to a particular standard in commerce is regarded as an ele-
vated position and a kind of worship. Similarly, a hadith from Sahih Al-Bukhari
states that “Everything has a predetermined duration” (Hadith 8§, Book 22 in
Al-Bukhari, 1981), emphasizing moderation and the avoidance of extrava-
gance, both of which align with sustainability concepts. The principles of
meezan, equity, and justice are fundamental components of Islamic finance,
wherein monetary profit and moral responsibility coexist in a mutually advan-
tageous state. They are also vitally applied to human relationships.

Ozdemir (2022) emphasizes that meezan encompasses social, economic, and
environmental domains in addition to individual behaviour. As pointed out by
Avduki¢ and Smolo (2024), “Islamic principles uphold an environmental eth-
ics that designates humans as stewards (khalifah) of the Earth, entrusted with
its care and preservation”. This is evident from the following verse:
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Do not cause corruption upon the earth after its reformation.
(Qur’an, 7:56)

This corresponds with environmental stewardship, a contemporary sustainabil-
ity principle promoting the prudent utilization of resources for the benefit of
future generations (Llewellyn & Khalid, 2024). Financial operations are poised
to foster genuine economic progress and prevent exploitation by eliminating
riba (interest) and gharar (excessive uncertainty), in accordance with long-term
sustainability objectives (Siddiqi, 1983). Dusuki and Bouheraoua (2011) assert
that sustainable development initiatives, including renewable energy projects,
can be financed using Islamic financial instruments like sukuk, particularly
green sukuk.

Khan and Tabet (2023b) assert that the three pillars of sustainability — eco-
nomic, social, and environmental equilibrium — are interconnected with the
meezan concept. In general, Islam forbids wastefulness and promotes modera-
tion, which is evident from the following verse:
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Indeed, the wasteful are brothers of the devils.
(Qur’an, 17:27)

According to Igbal and Mirakhor (2017), the meezan concept promotes social
cohesion and reduces inequality by ensuring an equitable distribution of
income through zakat, a required charity. Asutay (2007) asserts that Islamic
finance principles, such as asset-backed lending and risk-sharing, ensure that
financial transactions provide genuine economic value instead of participating
in speculative activity that may lead to instability.
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4.2.1 Magqasid al-Shari’ah and Sustainability

Magasid al-Shari’ah, which emphasizes the safeguarding of fundamental
human interests, is closely associated with sustainability. The term magqasid
al-Shari’ah refers to the objectives and purposes that the Lawgiver, Allah
(SWT), has established in all His rulings, whether they pertain to commands or
prohibitions (Smolo, 2013). According to al-Ghazali (1997), the five fundamen-
tal components of magqasid are faith (din), life (nafs), intellect (agl), lineage
(nasl), and wealth (mal). The Qur’an points out the significance of safeguarding
life, stating: “Do not kill the soul which Allah has forbidden, except by right”
(Qur’an, 17:33). Magqasid al-Shari’ah, as highlighted by Laldin and Djafri
(2021), is crucial in guiding Islamic finance towards proper conduct by incorpo-
rating social, environmental, and economic responsibilities into its framework,
so ensuring the welfare of all stakeholders. The magqasid al-Shari’ah framework
aligns Islamic finance with sustainability by ensuring that financial operations
foster long-term societal well-being. Safeguarding wealth (hifz al-mal), a pri-
mary objective, aligns with modern principles of environmental conservation
and equitable economic distribution (Kamali, 2010; Khan, Zaidi, Mahmood,
and Khan, 2024; Akbar, 2022). Green Sukuk illustrates the core of magasid by
financing environmentally sustainable initiatives in accordance with Shari’ah
requirements, as articulated by Khan and Tabet (2023a). Islamic financial prod-
ucts, when aligned with magqasid, guarantee just wealth creation, foster environ-
mental sustainability, and improve societal welfare (Azmin et al., 2024). The
following section will clarify the complex relationship between Islamic jurispru-
dence and sustainability in finance by analysing how Islamic legal maxims
shape the creation of sustainable financial practices.

4.3 The Use of Islamic Legal Maxims in Sustainable Financing

By studying the rulings and principles of Shari’ah, scholars have drawn general
conclusions based on the Qur’an and the Sunnah of the Prophet (PBUH). To
simplify Shari’ah rulings for the general public and make them easier to remember
— and, consequently, easier to apply — scholars over time developed certain legal
maxims known as al-qawa’id al-fighiyyah. In essence, al-qawa’id al-fighiyyah
serve as a form of codification of Shari’ah (Smolo, 2013; Akbar et al., 2023).

Consequently, al-gawa’id al-fighiyyah forms a rudimentary framework to
clarify Shari’ah ideas in the scope of sustainable life in the financial and social
realms. Like the application of legal maxims, it extends and focuses sustainable
social values on asset protection and harm prevention, while balancing com-
munity demands and personal interests. In the subsequent sections, it is pro-
posed that legal maxims should be employed in sustainable finance.

Harm must be eliminated (a/-darar yuzal): The Prophet Muhammad (PBUH)
is attributed with the statement, “There should be neither harm nor reciprocat-
ing harm” (Hadith 33, Book 13 in Ibn Majah, n.d.). This hadith serves as the
foundation for the Islamic legal maxim al-darar yuzal, which translates to
“harm must be eliminated”. This principle, central to the framework of Islamic
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finance, explicitly prohibits actions that cause harm, whether direct or indirect.
In sustainable finance, this rule also bans actions that endanger people, com-
munities, or the planet.

Al-Zuhayli (2003) says practices like riba (usury), gharar (too much uncer-
tainty), and maysir (gambling) cause harm because they shake up social and
economic stability creating unfairness and taking advantage of others. This
means [slamic financial groups must stay away from anything that hurts socie-
ty’s well-being or harms the environment. They can’t invest in businesses that
damage nature or use up resources too, which fits with the worldwide push for
investing that cares about society.

Dusuki and Bouheraoua (2011) point out that the idea of al-darar yuzal
pushes Islamic financial practices to back efforts that cut down on harm. This
includes supporting clean energy projects and farming methods that last,
which strengthens the link between Islamic finance and bigger goals for
sustainability.

Matters are assessed according to their goals (al-umur bi-maqasidiha): Islamic
law puts a lot of weight on the morality and legitimacy of actions, which
depend on the reasons behind them. All Islamic financial products need to line
up with what Shari’ah aims for when it comes to fairness, equality, and keeping
things going for the long haul, as a saying from Sahih al-Bukhari points out
(Hadith 1, Book 1 in Al-Bukhari, 1981). This shows that business activities
should not just follow the rules of Shari’ah but also contribute to the overall
well-being of the community (Ibn Qayyim, 2010).

Financial instruments like sukuk (Islamic bonds) and mudarabah (salient
partnership) should contribute to the higher goals of Shari’ah. These objec-
tives include poverty alleviation, protection of the environment, and economic
justice promotion (Avduki¢ and Smolo 2024; Nyazee 2000; Smolo, Saba,
Ismail, & Mahomed 2024). This approach, with its congruence in ideas of sus-
tainability, advocates for the generation of profit and the preservation of
resources for future generations. It challenges Islamic financial institutions to
consider the long-term impact of their investments on people and the planet.

Hardship begets facility (al-mashaqqah tajlib al-taysir): This idea suggests
that Islamic law, though strict, may adapt and allow options in times of strug-
gle. The Qur’an points out, “Allah desires for you ease and does not seek your
hardship” (Qur’an 2:185). This rule encourages the creation of Islamic finance
options to help more people access financial services and ease money troubles
for those in the community who are struggling.

Islamic microfinancing offers a good way to do this. It gives interest-free
loans and profit-sharing deals to small businesses and entrepreneurs. These
programmes aim to reduce hardship and boost economic power by helping
people get affordable financial services.

Obaidullah (2008) states that the principle of al-mashaqqah Talib al-taysir
makes sure that financial services in Islamic institutions offer versatile oppor-
tunities for improved social welfare, at the same time attempting to minimize
inequality, in particular for vulnerable groups. Also, Ibn Qudamah (2007) has
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identified in his book A/-Mughni that such principles govern financial restruc-
turing in bad times. The principles enable an altered agreement between part-
ners regarding the profit-sharing ratio or deferring debt settlement to ease off
a party’s burden.

Certainty is not overruled by doubt (al-yaqin la yazul bil-shakk): This princi-
ple also focuses on decisions in finance having to be made based on clear and
tangible benefits, not based on ambiguous or hurtful strategies. It forms the
very basis of Islamic banking and finance and completely contradicts the spec-
ulative nature of conventional finance, whereby transactions often depend on
uncertainty or risk without adding real economic value.

Moreover, the principle encourages investment in areas where return is
clearly high and certain, such as sustainable agriculture or renewable energy,
rather than risky speculation on the stock market or trade in high-risk deriva-
tives. Islamic financial instruments have to retain transparency and clarity in
the transaction so that the investors are able to decide upon investments with
security and dependability of return.

According to Usmani (2021), Islamic finance encourages long-term sustain-
ability and stability in economic activities because all actions that could even-
tually contribute to financial instability or destruction of the environment have
been prohibited, as is mentioned in the maxim al-yagin la yazul bil-shakk.

Custom is a basis for judgement (al-’adah muhakkamah): This principle is
indispensable for the development of Islamic finance in modern contexts. It is
acceptable to combine the new inventions with the previous knowledge; how-
ever, this should not contradict the principles of Shari’ah. According to Dusuki
and Bouheraoua (2011), it is by combining modern financial technology and
conventional Islamic precepts that Islamic financial institutions can therefore
innovate products, such as green sukuk and Islamic fintech solutions, within
the ambit of sustainable financing. This is demonstrated in the issuance of
green sukuk for financing environmentally viable projects, a melding of the
traditional concept of sukuk with modern sustainability imperatives. In this
way, Islamic finance progresses to meet today’s needs yet stays in concert with
its foundational ethical imperatives, as Billah et al. (2024) have observed.

This is the prime principle of applying Islamic financial practices in current
perspectives. Modern-day inventions can be included with traditional knowl-
edge, provided they are Shari’ah-compliant. Dusuki and Bouheraoua (2011)
highlight that the amalgamation of modern financial technologies and tradi-
tional Islamic principles actually allows Islamic finance to devise products,
including green sukuk and Islamic fintech solutions, on a sustainable financing
platform. This is demonstrated, for example, in the case of green sukuk, which
finances an environmentally viable project, thereby connecting a very tradi-
tional notion of sukuk with modern objectives of sustainability. It is through
such integration that Islamic finance moves forward and meets the demands of
contemporary society, yet remains true to its foundational ethical footing, as
was discussed by Billah et al. (2024).
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Table 4.2 Tslamic Financial Instruments Promoting Sustainability

Instrument Application in Sustainability Example

Green Sukuk financing renewable energy and Malaysia’s green sukuk
eco-friendly initiatives initiative

Islamic Microfinance supporting small businesses and Bangladesh Islami Bank
sustainable farming microfinance programmes

Zakat and Waqf redistributive approaches for Wagf for education and
social welfare and poverty healthcare projects in
alleviation Indonesia

Source: Authors’ own.

4.3.1 Utilization of Legal Maxims in Islamic Financial Instruments

The incorporation of Islamic legal maxims into financial products enhances
the development of moral and sustainable financial solutions. Usmani (2021)
contends that addressing ecological issues and ensuring Islamic financial prod-
ucts comply with Shari’ah renders these ideas as foundational guidelines.
Table 4.2 demonstrates the application of these strategies in advancing sustain-
ability in practice.

4.3.2 Green Sukuk

Green sukuk was created as a new Islamic financial instrument to be applied
for green and environmentally friendly developments, such as renewable energy
projects. Green sukuk emissions should follow the meezan principle to ensure
there would not be any potential conflicts between economic development and
care about the environment (Biancone & Radwan, 2018). Therefore, it respects
the maxim al-darar yuzal that prohibits financing those projects harmful to the
environment. The underlying principle of green sukuk projects is to protect
ecological balance, as explained in the verse: “Do not cause corruption upon
the earth after its reformation” (Qur’an 7:56). Besides, green sukuk follows the
maxim al-umur bi-magasidiha, which means that things are judged by their
intentions.

The issuance of green sukuk should be to finance projects that contribute to
environmental protection and social welfare for the fulfilment of the higher
objectives of Shari’ah, namely the protection of the environment (hifz al-nafs)
and wealth (hifz al-mal). As Billah et al. (2024) put it, such a clearly spelled-out
purpose would ensure that efforts in that direction are geared towards the
wider goals of sustainability and proper financing.

4.3.3 Islamic Microfinance

Islamic microfinance is one of the important poverty alleviation and small
enterprise assistance strategies, particularly in developing countries. It



66 Islamic Green Finance

advocates for financial solutions that reduce obstacles and increase comfort,
particularly for vulnerable groups, in accordance with the concept of al-
mashaqqah tajlib al-taysir — hardship begets facility. As stated by Obaidullah
(2008), Islamic microfinance organizations provide access to financial services
for people unable to reach classical banking; therefore, they enhance financial
empowerment through long-term entrepreneurial ventures. Financial matters
are to be simplified. The Prophet Muhammad (PBUH) is reported to have said
in Sahih al-Bukhari, “Facilitate matters and do not complicate them”. Islamic
microfinance ensures the provision of financial assistance following Shari’ah
by avoiding riba and adopting profit-sharing mechanisms such as mudarabah
and musharakah (partnership) (Hassan & Ashraf, 2010; Khan, A. et al., 2024).
These models will ensure that financial instruments serve their purpose in pro-
moting social justice and economic empowerment through the maxim of
al-umur bi-magqasidiha.

4.3.4 Zakat and Waqf

Zakat and wagqf are two major Islamic redistributive mechanisms that must be
financed to attain sustainable development. The maxim al-umur bi-maqasidiha
gives direction to the use of wagf and zakat in ensuring Shari’ah objectives are
met, notably in terms of social welfare and poverty alleviation. Zakat fulfils the
higher goal of economic justice by ensuring that wealth is transferred to the less
fortunate. The verse “Take from their wealth a charity by which you purify them
and cause them to increase” (Qur’an, 9:103) highlights the moral obligation
towards wealth distribution that ensures an economic system much more equi-
table and egalitarian (Siddiqi, 1996). Waqf facilitates perpetual philanthropic
endowments that create ecologically beneficial projects including but not lim-
ited to the likes of hospitals, educational institutions as well as conservation
efforts. The regulation of wagf aims to avoid deterioration or diversion of the
endowed properties to ensure that the assets contribute to the benefit of the
public without inflicting harm and hence uphold the maxim of al-darar yuzal.
Cizakca (1998) argues that wagqf directly supports the long-term objectives of
Islamic finance by contributing to social welfare through sustainable projects.

4.4 Financing Sustainability: Islamic Financial Institutions Utilizing
Meezan as a Framework

To implement sustainability, it is of great importance for Islamic financial
institutions (IFIs) to integrate the meezan into the foundation of all business
activities. For instance, Usmani (2021) explained that such organizations are
supposed to direct all operations in finances under Shari’ah rules, emphasizing
the principles of justice, equality, and preservation of society and the environ-
ment. In this context, integrating meezan into IFIs is mandated by religious
principles and establishes a foundation for sustainable long-term investments
and financial dealings. In other words, IFIs are under the supervision of
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Shari’ah supervisory boards (SSB), which needs to guarantee that the financial
services and products conducted by IFIs comply with Islamic law. They are
bound, according to Hayes and Vogel (1998), to ensure that financial activities
should benefit the welfare of future generations in addition to the halal-
permissible aspect. By doing this, IFIs naturally encourage moral financing
and investments that put social justice, poverty reduction, and environmental
sustainability at the forefront of their philosophy (Smolo et al., 2024).

The concept of sustainability in Islamic finance is emphasized by the Qur’an,
which highlights the importance of judicious resource management and the
imperative of making financial choices that prevent harm or waste. According
to Ahmed (2011), the SSBs that guide the IFIs should then focus on the concept
of moderation and resource management for developing sustainable practices
over time. Meezan integration into Islamic finance does not end with academic
discussion as it is also practically implemented through various financial instru-
ments and methods that promote sustainability. One significant example was
the issuance of green sukuk in Southeast Asia, particularly Malaysia and
Indonesia. The next section reviews the efforts of different governments to
implement Islamic finance principles, such as green sukuk, to address pressing
environmental concerns while adhering to magqasid al-Shari’ah framework.

4.4.1 Green Sukuk Issuance in Southeast Asia

Green sukuk, Islamic bonds specifically designed to finance environmentally
friendly projects, have already been issued by Malaysia and Indonesia. The
Islamic financing structure of this green sukuk aligns with the magasid
al-Shari’ah framework, including the realization of social and environmental
justice and the protection of wealth (hifz al-mal), as mentioned by Ahmed
(2011). Green sukuk projects generally cover energy-efficient technologies,
renewable energy, and sustainable infrastructure, hence promoting resource
management and environmental conservation. It marked a milestone for
Islamic banking and an important step towards the renewable energy target set
by Malaysia. SSBs monitor the issuance to ensure that it complies with Islamic
legal requirements, that the investments are in conformity with the ethical
parameters of Islamic finance, and that it is environmentally sustainable.
Billah et al. (2024) argue that Malaysia’s green sukuk is one good example of
how Islamic finance can facilitate the achievement of international environ-
mental goals through an alternative ethical investment instrument. Indonesia is
also becoming one of the leading countries in using green sukuk for environ-
mentally friendly projects. In 2018, Indonesia issued its maiden sovereign green
sukuk, raising $1.25 billion in funds for various projects centred on catastrophic
risk mitigation, sustainable agriculture, and renewable energy. This project
received an award because it involved the application of magqasid al-Shari’ah in
new financial instruments to address some of the current environmental prob-
lems in the country. According to Dewi (2022), Indonesia’s green sukuk has
become a reference for other countries on how to apply Islamic financing
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mechanisms to internalize environmental sustainability into economic devel-
opment. Its success in financing environmentally viable projects notwithstand-
ing, there are challenges that need to be addressed. It is essential to ensure
projects financed by green sukuk align with the goals of sustainability and
Islamic values. It is the responsibility of the SSBs and environmentalists to
monitor compliance always. In addition, education and raising awareness
about the potential of green sukuk, among other sustainable financial innova-
tions, is paramount in the Islamic finance industry (Billah et al., 2024). Despite
the many promising prospects, green sukuk also come with some options.
Islamic finance is strategically placed to take the lead in the provision of ethical
and ecologically sustainable investment solutions since the global demand for
such options has continued to rise.

4.4.2 Islamic Microfinance Initiatives for Sustainable Agriculture

Islamic microfinance has emerged as one of the most important tools for pov-
erty alleviation and the promotion of sustainable agriculture, mainly for devel-
oping countries. Islamic microfinance institutions (IMFIs) operate in
conformation with Shari’ah law, ensuring their financial activities are morally
correct to principles of social justice and sustainability. Obaidullah (2008) and
Obaidullah and Khan (2008) argue that increasing small-scale farmers’ access
to capital for environmentally sustainable practices and technology is one of
the primary ways Islamic microfinance supports sustainability. In many coun-
tries, especially with large Muslim populations, many different Islamic microf-
inance programmes have successfully supported sustainable agriculture. These
projects, through increasing access to cash by small farmers, have achieved
their purpose of aligning with some Shari’ah objectives that include the pres-
ervation of life (hifz al-nafs) and the safeguarding of wealth (hifz al-mal). The
projects also tend to foster poverty alleviation, improvement in food security,
and environmentally sustainable agricultural practices by encouraging ethical
financial behaviour.

Islami Bank Bangladesh Limited established microfinance programmes in
Bangladesh and targeted the small-scale farmers there. Farmers can use an
interest-free loan, that is gard al-hasan, and profit-sharing contracts, that is
mudarabah, with a bank to invest in such sustainable agriculture as organic
farming, renewable energy for irrigation systems, and so on. In this way, this
technique will ensure that farmers do not compromise environmental integ-
rity nor their religious beliefs in increased productivity. Obaidullah (2008)
claims that microfinance programmes in promoting sustainable farming have
increased farmers’ financial capacity and thereby helped in the conservation
of the environment. An example is the Baitul Maal wa Tamwil (BMT) system
in Indonesia that supports rural farmers through the integration of microfi-
nance with Islamic banking principles. The BMT provides access to credit for
environmentally friendly farming practices, such as organic farming and
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agroforestry, through Shari’ah-compliant products like musharakah (joint
venture) and ijarah (leasing) (Mahomed and Saba, 2024; Wulandari & Kassim,
2016). These agreements ensure that the financed projects are socially and
environmentally responsible while promoting equitable profit-sharing. The
achievements of these programmes demonstrate the capacity of Islamic
microfinance to foster sustainable agricultural growth.

Even though Islamic microfinance significantly encourages sustainable agri-
culture, it has a lot of limitations. A key concern is that IMFIs have limited
access to finances. It limits their capacity to cater to more farmers (Wulandari
& Kassim, 2016). In addition, there is often a general lack of awareness among
the rural populations about Islamic microfinance products and how those
could be useful for them in terms of achieving better farming practices.
Nevertheless, there are considerable prospects for Islamic microfinance here as
well. IMFIs can also play a significant role in environmental protection, pov-
erty alleviation, and food security by incorporating sustainable agricultural
practices with Shari’ah-compliant financial tools. Chapra (2016) further argues
that the future of Islamic economics will depend upon its ability to address
critical social and environmental challenges facing humanity, especially the
need for sustainable agriculture.

4.5 Challenges and Opportunities in Leveraging Meezan for
Sustainable Financing

The meezan concept represents a holistic approach to integrating environmen-
tal objectives into Islamic finance principles, but some issues need to be resolved
for its successful implementation. The challenges are from both external fac-
tors, which relate to international financial standards, and internal constraints
within Islamic financial institutions. These challenges also present opportuni-
ties for growth, innovation, and consistency with the global environmental
agenda. Table 4.3 gives the challenges that Islamic Finance Institutions face
and the avenues available for their increased significance.

Table 4.3 Challenges and Opportunities in Financing Sustainability through Islamic

Finance
Challenges Opportunities
Lack of Awareness and Standardization ~Growing demand for green investments
Measuring Impact and Sustainability Potential for fintech to enhance
transparency
Fragmented Regulatory Frameworks Alignment with global frameworks like the
SDGs

Source: Authors’ own.
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4.5.1 Lack of Awareness and Standardization in Islamic
Financial Institutions

The insufficient understanding and awareness of Shari’ah-compliant financial
instruments, especially among participants in the broader financial sector, con-
stitutes a significant barrier to the implementation of the meezan framework
for sustainable financing. Due to insufficient exposure to and understanding of
Islamic finance concepts, Islamic financial products that emphasize value and
sustainable investment — such as green sukuk and zakat-based microfinance
initiatives — are often misread or overlooked in numerous regions globally. The
lack of uniformity in Islamic finance, especially with governance and regula-
tory frameworks, poses considerable challenges. Diverse interpretations of
Shari’ah law across jurisdictions frequently result in disparate implementations
of Islamic financial products, potentially leading to misconceptions and
impeding the global growth of Islamic banking (COMCEC, 2022; Hidayat,
Musari, Masrohatin, & Smolo, 2024; Smolo, 2009a, 2009b, 2011; Smolo &
Habibovic, 2012; Smolo & Smajic, 2011; Raheem & Smolo, 2024).

According to Asutay (2007), this difficulty is worsened by the prominence
of Islamic financial institutions that are still in the early stages of incorporat-
ing sustainability into their core operations, limiting the industry’s capacity to
adopt standardized procedures and stimulate innovation. The challenge of
achieving uniformity is exacerbated by the diversity of Shari’ah boards across
different nations and organizations. Another complication arises in establish-
ing an international standard for Islamic finance. There are divided opinions
by Islamic scholars on the issue of the acceptability of financial instruments,
particularly sustainability. Such fragmentation might curtail the potential
influence of Islamic finance on the global agenda on sustainability and slow
down the adaptation processes in sustainable finance, as was noted by Laldin
and Djafri (2021).

4.5.2 Challenges in Assessing Sustainability and Impact

Another major challenge is how to quantify the contribution of Islamic financial
products to achieving the sustainability goals. According to the established prin-
ciple, Islamic finance is intrinsically ethical, which considers social justice, equity,
and causing minimal harm (a/-darar yuzal) as priorities. Nonetheless, quantita-
tive methodologies and instruments for evaluating the social and environmental
impacts of Islamic financial products, such as sukuk or zakat-based funds, are
often deficient. Consequently, it is difficult to ascertain if these technologies gen-
uinely advance sustainability or only satisfy the minimal criteria of Shari’ah
compliance. Although green sukuk are praised for financing ecologically benefi-
cial activities, ensuring that these projects adhere to Shari’ah standards and sus-
tainability criteria at all stages can be challenging. The goal of Meezan, which is
to promote justice and balance, could be compromised if monies obtained
through Islamic financing are not properly monitored and impact assessed.
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4.5.3 Opportunities to Use Meezan to Finance Sustainability

There are substantial opportunities as well as barriers to the broad adoption of
sustainable practices in Islamic finance, as previously mentioned. These pros-
pects are brought about by the expanding demand for green and good invest-
ments around the world as well as the creative potential of Islamic fintech and
circular economy (Ali & Jumat, 2021). Islamic financial institutions are better
positioned to contribute to the cause of sustainability due to the close integra-
tion between the principles of meezan and magqasid al-Shari’ah. One such pos-
sibility is integrating Islamic finance with global frameworks for sustainability,
such as the SDGs. The goals of magasid al-Shari’ah, coupled with the concept
of meezan, match several SDGs, including poverty reduction, sustainable
energy, and climate change mitigation. By adhering to international goals and
ambitions, Islamic financial institutions could create a wider audience of stake-
holders and investors who want to focus more on cthics and sustainability in
their investment decisions. Indeed, the industry holds enormous opportunities
for innovation, notably within the development of new products to match
increasing demand for sustainability. It encompasses, but is not restricted to,
proposing new Shari’ah-compliant financial securities for carbon trading,
green investment schemes, and sustainable takaful insurance products. With a
clear and proactive vision towards innovation, the Islamic financial institu-
tions effectively established a model for sustainable financial systems around
the globe.

Islamic banking and finance stand to benefit uniquely in their balanced
underpinning as the world moves more and more towards sustainable funding.
In Islamic finance, which goes hand in hand with socially responsible investing
(SRI), investors also stress much about the consequences their actions may
have on the environment and society. The ever-increasing prominence of green
sukulk, for example, is specially designed to facilitate environmentally friendly
projects in regard to a rising interest in ethical and green finance. In the past
decade, there has been a very considerable rise in interest in green investments
around the world, particularly green sukuk. Billah et al. (2024) argued that
Southeast Asia, along with Malaysia and Indonesia at the forefront, has been
leading in regard to issuing green sukuk to finance renewable energy projects
and sustainable infrastructure. The global proliferation of ESG investing offers
Islamic financial institutions better opportunities to diversify their product
portfolios since Shari’ah-compliant and ESG-compliant assets conform to
similar criteria.

The reception of financial technology (Fintech) opens up a number of ave-
nues for enhancing the integration of sustainability into Islamic finance prac-
tices, which represents a significant development within the Islamic finance
industry. Blockchain technology, digital platforms, and smart contracts are
examples of fintech innovations that have the potential to significantly improve
the accessibility, efficiency, and transparency of Islamic financial services,
notably sustainable investing. The value-added framework of Islamic finance,
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together with the advent of fintech, provides a unique opportunity to address
environmental issues while also promoting social welfare, justice, and equity.
By adopting these innovations, Islamic financial institutions will be better posi-
tioned to set the standard for sustainable finance and attract both Muslim and
non-Muslim investors looking for socially responsible investment possibilities.
This chapter’s primary conclusions are encapsulated in Table 4.4, illustrating
how the concept of Meezan underpins many Islamic financial products and
processes, thereby facilitating the financing of social, environmental, and eco-
nomic sustainability.

This chapter explores the concept of Meezan, within Islamic economics
and its significance in promoting sustainable financing through Islamic
finance. The Qur’anic and Sunnah-derived Meezan principles provide a foun-
dational framework for just financial behaviour, ensuring that economic activ-
ities do not disrupt the natural, social, or economic equilibrium (Ozdemir,
2022). The Qur’an emphasizes the necessity of preserving balance when
addressing modern challenges such as economic inequality and environmen-
tal damage through Islamic finance. This chapter looks at how Islamic finance
encourages balanced and sustainable financial practices in line with Maqasid
al-Shari’ah. Islamic finance promotes resource conservation and wise alloca-
tion, which is consistent with modern ideals of sustainability. This is espe-
cially evident in Magqasid al-Shari’ah’s five primary purposes, particularly Aifz
al-mal (wealth protection).

In addition to this, the framework is reinforced by legal maxims that pro-
hibit the practice of detrimental business operations (a/-darar yuzal), promot-
ing sound financial experiences that can be easily attainable to everyone
(al-mashaqqah tajlib al-taysir), ensuring that financial products serve their
intended functions (al-umur bi-maqasidiha), advocating for emphatic and cer-
tain benefits in the financial decisions avoiding speculative and injurious invest-
ments (al-yagin la yazul bil-shakk), and advancing innovative contemporary
Islamic financial products (a/-'adah muhakkamah). These principles have been
applied to Islamic microfinance and green sukuk projects, illustrating the rele-
vance and flexibility of Islamic legal principles in approaching contemporary
environmental issues. An example of the application of Islamic finance to gen-
erate sustainable economic growth coherently with Shari’ah law is presented by
green sukuk for financing renewable energy in Southeast Asia.

Further, Islamic redistributive institutions, such as zakat and wagf, serve as
vital conduits in supporting sustainable development. The mechanism involves
fund distribution towards welfare schemes like poverty eradication and environ-
mental preservation. This underlines the possibility that the role of such an
instrument in developing microfinance and sustainable agriculture may result
from the full capacity of Islamic finance in order to enhance equity, balance,
and social justice within an economic framework. With that view, Islamic
finance has brilliant prospects to further improve stabilized and sustainable
investment practices for a better future. Predisposed to justice, fairness, and care
for the environment, Islamic financial institutions hold a comparative
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advantage in leading initiatives that meet the demand for green and socially
responsible investment. Technological advancement through fintech will also
contribute to increased access and transparency of Islamic financing, hence
contributing to sustainability. Islamic banking presents an all-rounded approach
in which economic development is equated with environmental sustainability
and social equity, thus appealing to the critical global challenges of resource
depletion, climate change, and economic disparity. As an all-embracing bal-
anced paradigm, the meezan concept would be able to bring fundamental
changes to the financial sector because it has the potential for increase in envi-
ronmentally friendly and future generations-saving investment.
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