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Abstract: This study aims to analyze the financial sustainability integration model in Islamic
banking through a multidimensional approach that includes economic, social,
environmental, and governance (ESG) aspects. Based on a systematic literature review of 10
published articles, this study identifies the theoretical and practical frameworks that support
the integration of sustainability principles in Islamic banking operations. The results of the
study show that financial sustainability in Islamic banking can be achieved through
sustainable financing, financial inclusion, the application of green principles (green
banking), and transparent governance. Key challenges include a lack of uniform standards
and limited resources, while opportunities for innovation and collaboration with
stakeholders are key to success. This study makes a theoretical contribution by developing a
multidimensional model that can be adopted by Islamic banking to achieve global
sustainability goals.
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Introduction

The integration of sustainability in the global financial system has become a critical
issue as awareness of the negative impact of economic activities on the environment and
society increases. According to Hassan et al. (2023), the conventional financial system often
ignores sustainability aspects, which has the potential to cause economic imbalances,
environmental damage, and social inequality. In contrast, Islamic finance, with its principles
based on justice, balance, and social responsibility, offers an alternative approach that is in
line with the sustainable development goals (SDGs). Abdullah et al. (2022) emphasized that
Islamic banking has great potential to be a pioneer in integrating sustainability principles
into financial operations, especially through instruments such as green financing and social
investment.

However, despite the great potential, the integration of sustainability in Islamic banking
still faces various challenges. Malik et al. (2021) identified several key obstacles, including
the lack of uniform standards, limited resources, and regulatory complexity. In addition,
Ahmed et al. (2023) noted that many Islamic banks still focus on short-term profitability,
thus ignoring the long-term sustainability aspect. On the other hand, there is a great
opportunity to develop an inclusive and environmentally friendly financial model. Rahman
et al. (2022) highlighted that the integration of ESG (Environmental, Social, Governance)
principles can increase the competitiveness of Islamic banking while supporting the
achievement of the SDGs.

In the global context, the role of Islamic banking in driving the sustainability agenda is
increasingly recognized. Khan et al. (2021) noted that Islamic banks in countries such as
Malaysia, Indonesia, and the United Arab Emirates have begun to adopt sustainability
practices, such as eco-friendly project financing and sharia-based social responsibility (CSR)
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programs. However, Ibrahim et al. (2023) remind that the success of sustainability
integration requires a multidimensional approach that includes economic, social,
environmental, and governance aspects. Therefore, this study aims to develop a
comprehensive and practical financial sustainability integration model in Islamic banking.

Literature Review

2.1 The Concept of Sustainability in Sharia Finance

a. Definition of Sustainability in the Context of Sharia Finance

Sustainability in the context of Islamic finance refers to financial practices that not
only focus on economic profitability, but also consider social, environmental, and
governance (ESG) impacts. According to Hassan et al. (2023), Islamic finance intrinsically
supports sustainability principles because it is based on the values of justice, balance, and
social responsibility. Abdullah et al. (2022) added that sustainability in Islamic finance also
includes efforts to ensure that financial activities do not harm society or the environment, as
well as support inclusive and sustainable development.

b. Sharia Principles in Line with Sustainability

The sharia principles underlying Islamic finance have a strong alignment with the
concept of sustainability. Some of the key principles that are relevant include:

1) Justice (Adl): This principle emphasizes the importance of fair distribution of wealth
and avoiding exploitation. Malik et al. (2021) stated that justice in Islamic finance
encourages financial inclusion and reduces social disparities.

2) Balance (Mizan): This concept teaches the importance of maintaining a balance
between economic, social, and environmental interests. Ahmed et al. (2023) noted that
this balance is reflected in sharia financing practices that avoid projects that damage the
environment.

3) Social Responsibility (Maslahah): This principle emphasizes that all financial activities
must benefit the wider community. Rahman et al. (2022) explained that social
responsibility in Islamic finance is realized through sharia-based zakat, wagf, and CSR
programs.

c. Differences between Conventional and Sharia Finance in the Context of
Sustainability

Islamic and conventional finance have fundamental differences in their approach to

sustainability. Khan et al. (2021) highlight that conventional finance tends to focus on
maximizing short-term returns, often ignoring social and environmental impacts. In contrast,
Islamic finance places ethical and sustainability principles at the core of its
operations. Ibrahim et al. (2023) added that Islamic finance prohibits practices that are
detrimental to society or the environment, such as riba (interest), gharar (excessive
uncertainty), and maysir (gambling). In addition, Yunus et al. (2022) noted that Islamic
finance is more proactive in supporting sustainable projects, such as renewable energy and
microfinance for underprivileged communities.

2.2 Sustainability Dimension in Sharia Banking

a. Economic Dimension

The economic dimension in Islamic banking sustainability focuses on the ability of
banks to achieve long-term profitability while maintaining financial stability. Hassan et al.

(2023) emphasized that profitability in Islamic banking is not only measured by financial

gains, but also by its contribution to sustainable economic development. Abdullah et al.

(2022) added that sustainable financing, such as green financing and sustainable investment,

is a key instrument in supporting environmentally friendly and sustainable projects. For

example, Islamic banks can provide financing for renewable energy projects or organic
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farming, which are not only economically beneficial but also support environmental

sustainability.

b. Social Dimension

The social dimension in Islamic banking includes efforts to promote social justice and
financial inclusion. Malik et al. (2021) stated that Islamic finance aims to reduce social
inequality through instruments such as zakat, waqf, and microfinance. Rahman et al. (2022)
added that sharia-based social responsibility (CSR) programs, such as providing assistance
to the underprivileged and funding education, are a tangible manifestation of the social
commitment of Islamic banking. These programs not only improve the bank's reputation, but
also contribute to the development of a more inclusive society.

c. Environmental Dimensions:

The environmental dimension in Islamic banking focuses on efforts to support
environmentally friendly projects and reduce negative impacts on ecosystems. Ahmed et al.
(2023) explained that Islamic banks can play an important role in supporting the transition to
a green economy through financing environmentally friendly projects, such as renewable
energy, waste management, and sustainable transportation. Khan et al. (2021) added that the
application of green principles (green banking) in banking operations, such as reducing the
use of paper and energy, is also an integral part of the environmental commitment of Islamic
banks.

d. Governance Dimension:

The governance dimension in Islamic banking includes transparency, accountability,
and compliance with sharia principles and sustainability regulations. Ibrahim et al. (2023)
emphasized that good governance is the foundation of the sustainability of Islamic
finance. Yunus et al. (2022) added that transparency in decision-making and accurate
financial reporting is the key to building stakeholder trust. In addition, compliance with
sharia principles, such as those overseen by the Sharia Supervisory Board (DPS), as well as
applicable sustainability regulations, is an important factor in ensuring that the operations of
Islamic banks remain aligned with sustainability values.

2.3 Challenges and Opportunities

a. Challenges in Integrating Sustainability into Sharia Banking

The integration of sustainability principles into Islamic banking operations is not
without challenges. Some of the key challenges faced include:

(1) Lack of Uniform Standards. Hassan et al. (2023) noted that the lack of a uniform
global standard for measuring and reporting sustainability performance in Islamic
banking is a major obstacle. This leads to inconsistencies in practices and reporting,
making it difficult for stakeholders to evaluate the sustainability commitments of
Islamic banks.

(2) Limited resources. Abdullah et al. (2022) highlighted that many Islamic banks,
especially small and medium-sized ones, face limited resources, both financial and
human, to implement sustainability practices. For example, financing green projects
often requires a large initial investment and specific technical expertise.

(3) Regulatory complexity. Malik et al. (2021) identified that differences in regulations
between countries and overlapping rules between sharia principles and sustainability
standards add complexity in implementation. Islamic banks must ensure that their
operations comply with both aspects, which often require structural and procedural
adjustments.

(4) Lack of Awareness and Education. Ahmed et al. (2023) emphasized that the lack of
understanding and awareness of the importance of sustainability among management
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and stakeholders is also a challenge. Adequate education and training are needed to
build a culture of sustainability in the organization.

b. Opportunities for Innovation and Collaboration with Stakeholders

While the challenges faced are considerable, there is a significant opportunity for

Islamic banking to take the lead in sustainability integration through innovation and
collaboration:

1)

)

©)

(4)

(5)

Financial Product and Service Innovation. Rahman et al. (2022) noted that Islamic
banks can develop innovative financial products and services that are aligned with
sustainability principles, such as green sukuk, sustainable microfinance, and social
impact investing. These products are not only attractive to investors who care about
ESG, but also support the achievement of the SDGs.

Collaboration with Stakeholders. Khan et al. (2021) emphasized the importance of
collaboration between Islamic banks and the government, regulators, international
institutions, and civil society. For example, partnerships with organizations such as the
Islamic Development Bank (IsDB) or the United Nations Environment Programme
(UNEP) can help Islamic banks access the resources, knowledge, and networks
necessary to implement sustainability practices.

Utilization of Digital Technology. lIbrahim et al. (2023) highlight that digital
technologies, such as blockchain and sharia fintech, can facilitate financial
transparency, efficiency, and inclusion. For example, blockchain can be used to track
the financing of environmentally friendly projects, while Islamic fintech can expand
access to sustainable financial services for underprivileged communities.

Increased Reputation and Competitiveness. Yunus et al. (2022) noted that a
commitment to sustainability can improve the reputation and competitiveness of Islamic
banks in the global market. Islamic banks that successfully integrate ESG principles can
attract more investors and customers who care about sustainability issues.

Government Regulatory Support and Incentives. Zainuddin et al. (2023) added that
regulatory support and incentives from the government, such as tax holidays for
environmentally friendly projects or subsidies for sustainable financing, can spur the
adoption of sustainability practices in Islamic banking.

2.4 Previous studies
a. Review of Relevant Previous Research

Several previous studies have discussed various aspects of sustainability integration in

Islamic banking. Here is a brief review of some of the relevant studies:

1)

()

©)

Hassan et al. (2023) developed a financial sustainability integration model in Islamic
banking with a focus on a multidimensional approach that includes economic, social,
and environmental aspects. The study highlights the importance of sustainable
financing and transparent governance, but it lacks discussion of implementation
challenges at the operational level.

Abdullah et al. (2022) explore the financial sustainability framework in Islamic
banking institutions, with an emphasis on the role of international regulations and
standards. Although this study provides a comprehensive view of the regulatory
framework, its analysis is limited to the context of a specific country and touches less
on aspects of financial product innovation.

Malik et al. (2021) analyzed a multidimensional sustainability model in Islamic
finance, focusing on the integration of ESG (Environmental, Social, Governance)
principles. This study makes an important contribution in understanding the
relationship between sharia principles and sustainability, but lacks the exploration of
collaboration opportunities with stakeholders.
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(4) Ahmed et al. (2023) examined an integrated sustainability model for Islamic banking
performance, highlighting the importance of green financing and social responsibility.
The study provides valuable insights into sustainability practices, but it lacks the
technical and resource challenges facing Islamic banks.

(5) Rahman et al. (2022) identified the dimensions of financial sustainability in Islamic
banking, including economic, social, and environmental aspects. Although this study
provides a strong theoretical framework, its analysis is limited to regional contexts and
touches less on global implications.

(6) Khan et al. (2021) explore the integration of financial sustainability in the Islamic
banking sector, with a focus on sustainable financing and financial inclusion. The
study provides practical recommendations, but it lacks a discussion of the role of
digital technology in supporting sustainability.

(7) lbrahim et al. (2023) developed a comprehensive sustainability model for Islamic
financial institutions, with an emphasis on sharia governance and compliance. This
study makes an important contribution to understanding the governance aspect, but
lacks the exploration of innovation and collaboration opportunities.

b. Identification of Research Gaps to be Filled by This Study
Based on the literature review above, there are several research gaps that will be filled

by this study:

(1) A More Holistic Multidimensional Approach. This study will develop a model of
financial sustainability integration in Islamic banking that covers economic, social,
environmental, and governance aspects more comprehensively, taking into account
global and local contexts.

(2) Focus on Implementation Challenges. This study will analyze the technical, resource,
and regulatory challenges faced by Islamic banks in implementing sustainability
practices, as well as provide practical solutions to overcome these challenges.

(3) Exploration of Innovation and Collaboration Opportunities. The study will explore
opportunities for innovation of sustainable finance products and services, as well as
collaboration with stakeholders such as governments, regulators, and international
agencies.

(4) The Role of Digital Technology. The study will discuss how digital technologies, such
as blockchain and Islamic fintech, can facilitate sustainability integration in Islamic
banking.

(5) Global and Local Implications. The study will provide a balanced analysis of global and
local implications, taking into account differences in regulation and practice in different
countries.

Method

The approach used in the preparation of this review literature article is qualitative
descriptive. This method is used to uncover insights about the subject being investigated
over a period of time. The goal is to explain the state around the subject based on specific
events and variables, which can use numerical data and textual expressions.

The data sources used in this analysis and discussion come from 10 journal articles
These articles are accessed through the databases of leading academic journals, such as:
Scopus, Web of Science, SpringerLink, Emerald Insight, ScienceDirect, ProQuest, and
Google Scholar published in the last 10 years (2013-2023). The articles were selected
because of their relevance to the theme "Financial Sustainability Integration Model in
Islamic Banking: A Multidimensional Approach”.

Here is a list of articles that are the main sources of data:
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1)

2)

3)

4)

5)

6)

7)

8)

9)

Hassan, M.K., Abdullah, R., Rahman, Z., & Ali, S. (2023). Sustainable financial
integration model in Islamic banking. Journal of Banking & Finance, 87(2), 245-267.
Topic: Financial sustainability integration model in Islamic banking. Data Source:
Quantitative data from Islamic bank financial statements and interviews with
practitioners.

Abdullah, R., Rahman, A., Malik, F., & Khan, M. (2022). Financial sustainability
frameworks in Islamic banking institutions. Emerging Markets Review, 52(3), 123-145.
Topic: Financial sustainability framework. Data Source: Analysis of policy documents
and case studies of Islamic banks.

Malik, S., Hassan, Z., Rahman, K., & Ahmed, M. (2021). Multi-dimensional
sustainability model in Islamic finance. Pacific-Basin Finance Journal, 65(4), 210-232.
Topic: Multidimensional sustainability model. Data Source: Customer surveys and
secondary data analysis.

Ahmed, Z., Ibrahim, R., Hassan, A., & Khan, S. (2023). Integrated sustainability model
for Islamic banking performance. International Journal of Islamic and Middle Eastern
Finance and Management, 16(1), 45-67. Topic: Impact of sustainability on the
performance of Islamic banks. Data Source: Panel data from Islamic banks in Asia and
the Middle East.

Rahman, M.A., Ali, R., Hussain, K., & Shah, N. (2022). Financial sustainability
dimensions in Islamic banking. Journal of Islamic Accounting and Business Research,
13(2), 189-211. Topic: The dimension of financial sustainability. Data Source:
Literature analysis and case studies.

Khan, S., Ahmed, M., Hassan, Z., & Ali, R. (2021). Sustainable financial integration in
Islamic banking sector. Journal of Sustainable Finance & Investment, 11(3), 276-298.
Topic: The role of technology in the sustainability of Islamic finance. Data Source:
Qualitative data from interviews with Islamic finance experts.

Ibrahim, M.H., Yunus, N., Hassan, K., & Rahman, A. (2023). Comprehensive
sustainability model in Islamic financial institutions. Islamic Economic Studies, 31(1),
78-102. Topic: Comprehensive sustainability model. Data Sources: Secondary data
analysis and literature studies.

Yunus, N., Hassan, M., Ali, R., & Khan, Z. (2022). Financial sustainability framework
for Islamic banks. ISRA International Journal of Islamic Finance, 14(2), 156-178.
Topic: Financial sustainability framework. Data Source: Quantitative data from the
annual report of Islamic banks.

Zainuddin, Y., Hassan, A., Rahman, K., & Ali, M. (2023). Multi-dimensional
sustainability in Islamic banking. Journal of Business Ethics, 185(2), 345-367. Topic:
Business ethics and sustainability. Data Source: Qualitative data survey and analysis.
Hassan, A.F., Rahman, Z., Ali, S.,, & Khan, M. (2022). Integrated financial

sustainability model. Sustainability, 14(8), 4567-4589. Topic: Integration of sharia
principles with SDGs. Data Source: Secondary data from the sustainability report of Islamic
banks.

Results and Discussion
4.1 Financial Sustainability Integration Model

The financial sustainability integration model in Islamic banking is an approach that

combines sharia principles with the concept of sustainability which includes economic,
social, environmental, and governance (ESG) aspects. Based on a literature review of the 10
articles analyzed, here are some further developments regarding this model:

a. Multidimensional Framework
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The financial sustainability integration model in Islamic banking is designed to ensure

that banking practices focus not only on profitability, but also on social, environmental, and
good governance responsibilities. The framework includes four main dimensions:

1)

2)

3)

4)

Economic Dimension. Focus on financial stability, profitability, and sustainable
growth. Sharia principles such as the prohibition of riba (interest) and gharar
(uncertainty) encourage fair and transparent financial practices. According to Hassan et
al. (2023), the integration of sharia principles with economic sustainability can increase
customer confidence and financial system stability. Abdullah et al. (2022) added that
the economic dimension also includes good risk management and portfolio
diversification to ensure long-term sustainability.

Social Dimension. Emphasizing the social responsibility of Islamic banks through
programs such as financial inclusion, community empowerment, and distribution of
zakat, infaq, and alms (ZIS). Rahman et al. (2022) highlight the importance of
financial inclusion in achieving social sustainability, especially by providing financial
access for low-income communities. Malik et al. (2021) added that the social program
of Islamic banks must be in line with magasid sharia (sharia goals), namely protecting
religion, soul, intellect, descendants, and property.

Environmental Dimensions. Integrate environmentally friendly principles in the bank's

operations, such as green project financing and carbon footprint reduction. Khan et al.

(2021) explained that Islamic banks can play an important role in supporting the

transition to a green economy through financing renewable energy projects and

sustainable infrastructure. Ahmed et al. (2023) emphasized that the environmental
dimension also includes efficient resource management and the implementation of
environmentally friendly business practices.

Governance Dimension. Applying the principles of transparency, accountability, and

sharia compliance to ensure ethical and sustainable bank operations. Ibrahim et al.

(2023) stated that good governance in Islamic banks involves the active role of the

Sharia Supervisory Board (DPS) in ensuring compliance with sharia principles. Yunus

et al. (2022) added that transparent and accountable governance can increase public

trust and bank reputation.

5) Relationship Between Dimensions. The four dimensions in the financial sustainability

integration model are interrelated and mutually reinforcing. Here is an explanation of

the relationship between dimensions:

a) Economic and Social. Stable economic sustainability allows Islamic banks to allocate
more resources to social programs, such as financial inclusion and community
empowerment. Hassan et al. (2023) noted that effective social programs can increase
customer loyalty and expand the customer base, which in turn supports the bank's
economic growth.

b) Social and Environmental. Social programs such as environmental education and
green project funding can increase public awareness of the importance of
environmental sustainability. Zainuddin et al. (2023) stated that Islamic banks can act
as agents of change by promoting environmentally friendly business practices
through their social programs.

c) Environment and Governance. Good governance ensures that Islamic banks adopt
environmentally friendly practices consistently and transparently. Ibrahim et al.
(2023) emphasized that strong governance is needed to ensure that Islamic banks'
environmental commitments are not just rhetoric, but are implemented in real terms.

d) Governance and Economy. Good governance can improve financial stability and
reduce risk, which in turn supports economic sustainability. Abdullah et al. (2022)
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noted that Islamic banks with strong governance tend to have better financial
performance and are more resistant to economic shocks.

4.2 Implementation in Practice

The implementation of the financial sustainability integration model in Islamic
banking has been carried out by several leading Islamic banks. Here are case studies and
successful implementation strategies:

a. Case Study. For example: Bank X has integrated sustainability principles through a
green financing program for renewable energy projects. The bank also implements a
transparent governance system and involves the Sharia Supervisory Board (DPS) to
ensure sharia compliance. Bank Syariah Y focuses on financial inclusion by providing
financial services to low-income communities. This program is supported by zakat and
infaq funding, which is managed professionally.

b. Strategies and Concrete Steps.

1) Sustainability Policy Development: Banks need to develop clear policies on the
integration of sustainability in their operations.

2) Training and Education: Provide training to employees and customers on the
importance of sustainability and sharia principles.

3) Collaboration with Stakeholders: Working with governments, international financial
institutions, and community organizations to support sustainability programs.

4) Measurement and Reporting: Develop sustainability performance indicators and
report them regularly to stakeholders.

4.3 Theoretical and Practical Implications

The financial sustainability integration model in Islamic banking has significant
implications, both theoretically and practically.

a. Theoretical Implications:

1) Contribution to the Literature: This model enriches the literature on Islamic finance
and sustainability by providing a comprehensive multidimensional framework.

2) Theory Development: These findings support stakeholder theory and sustainable
finance theory by showing how sharia principles can be integrated with sustainability
practices.

b. Practical Implications:

1) For Regulators: Regulators can use this model as a basis for developing policies that
support sustainability integration in Islamic banking, such as incentives for green
financing and sustainability reporting standards.

2) For Practitioners: Islamic banks can adopt this model to improve their financial
performance, reputation, and social contribution.

3) For Academics: This model can be a reference for further research on Islamic
finance and sustainability, especially in the context of its implementation and impact.

c. Recommendations:

1) Regulator: Encourage the adoption of sustainability standards that are in accordance
with sharia principles and provide incentives for banks to implement them.

2) Practitioner: Integrate sustainability into the bank's business and operational
strategies, and involve stakeholders in the decision-making process.

3) Academics: Conduct further research on the effectiveness of this model in different
contexts, as well as explore the role of technology in supporting the sustainability of
Islamic finance.
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Conclusion:

Based on the analysis of literature reviews from 10 highly reputable international
journal articles, it can be concluded that the financial sustainability integration model in
Islamic banking requires a multidimensional approach that includes economic, social,
environmental, and governance (ESG) aspects. The main findings of this study are:

1) Multidimensional approach. Financial sustainability in Islamic banking must consider
four main dimensions—economic, social, environmental, and governance—that are
interrelated and mutually reinforcing.

2) Integration of Sharia Principles and Sustainability. Sharia principles such as justice,
transparency, and social responsibility are in line with the concept of sustainability, so
that the integration of the two can improve the performance of Islamic banks.

3) Positive impact. The implementation of the sustainability integration model has been
proven to improve the financial stability, reputation, and social contribution of Islamic
banks.

4) The Role of Technology and Regulation. Technology (such as fintech and blockchain)
and supporting regulations are key factors in achieving the sustainability of Islamic
finance.
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