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Abstract: This study explores the capacity of Islamic Social Finance (ISF) instruments, specifically
green waqf, dynamic zakat, and targeted sadaqah, to act as strategic catalysts for eco-friendly
community development. The central research problem centers on the financial exclusion of grassroots
community-led ecological initiatives from conventional commercial banking due to high collateral
demands, combined with a persistent conceptual gap in utilizing faith-based social assets for systemic
environmental preservation. Adopting a qualitative research paradigm, this study utilizes a
phenomenological approach and qualitative content analysis based on semi-structured in-depth
interviews with twenty key stakeholders, including Islamic microfinance managers, environmental
activists, and local community beneficiaries across institutional green projects. The proposed analytical
framework maps thematic dimensions to evaluate operational models, multi-stakeholder integration,
and socio-religious driving forces. The main findings reveal that when ecological preservation is
embedded as a core tenet of religious stewardship (Khilafah), community-led green initiatives
experience heightened trust, organic compliance, and asset permanence. Synthesis of the insights
demonstrates that integrating micro-social finance with green infrastructure significantly reduces
grassroots resource dependency. Ultimately, this study concludes that institutionalized ISF offers a
scalable, trust-anchored alternative to commercial capital, transforming environmental action from a
regulatory compliance burden into a community-led spiritual obligation.

Keywords: Eco Friendly Communities; Environmental Zakat; Green Waqf; Islamic Social Finance;
Qualitative Methodology; Thematic Analysis.

1. Introduction

The acceleration of climate vulnerability at the grassroots level requires a structural re-
evaluation of how environmental mitigation projects are financed in developing regions.
Conventional commercial banking pipelines, governed strictly by risk-adjusted yields and
tangible asset collateralization, systematically reject decentralized community initiatives like
solar micro-grids, domestic waste-to-energy conversion, and watershed restoration. This
market failure creates an urgent need for non-market, community-governed capital streams.
Islamic Social Finance (ISF), built upon Zakat (mandatory almsgiving), Waqf (charitable
endowments), and Sadagah (voluntary charity), offers a value-driven capital reserve that
structurally targets human welfare enhancement. Historically, however, these resources have
been restricted to direct consumer humanitarian aid—such as immediate disaster response
and poverty relief. This operational boundary overlooks a critical reality: long-term poverty
alleviation is impossible without maintaining local ecological stability and preventing
environmental resource degradation.

Previous qualitative and quantitative methods evaluating green field finance have
predominantly focused on top-down institutional frameworks, including national Green
Sukuk bonds and macro-level ESG compliance in corporate Islamic banking. While these

DOI : https://doi.org/10.61132 /iceat.v3il.244 https: rosiding.areai.or.id/index.php /ICEAT


https://doi.org/10.61132/iceat.v3i1.244
https://prosiding.areai.or.id/index.php/ICEAT
https://prosiding.areai.or.id/index.php/ICEAT
mailto:62024060007@std.umku.ac.id
mailto:62024060007@std.umku.ac.id
https://creativecommons.org/licenses/by-sa/4.0/
https://creativecommons.org/licenses/by-sa/4.0/

Proceeding of the International Conference on Economics, Accounting, and Taxation 2026 , vol. 3, no. 1, Arifin et. al 199 of 203

large-scale instruments successfully aggregate national capital, they exhibit considerable
friction when applied to remote, decentralized communities. Top-down financing channels
present excessive administrative overhead, rigid compliance metrics that grassroots operators
cannot satisfy, and a lack of mechanisms to build local project ownership. Conversely,
traditional corporate social responsibility (CSR) initiatives provide localized support but are
hindered by short operational cycles and a complete absence of community-backed spiritual
alignment. Consequently, a distinct institutional gap exists: the lack of a culturally integrated,
low-cost, and permanent social capital mechanism capable of transforming local
environmental preservation into a self-sustaining community norm.

To address this critical research problem, this study examines the operationalization of
Islamic social finance as an immediate catalyst for eco-friendly community development using
a qualitative paradigm. The main focus is to understand the lived experiences, systemic
barriers, and behavioral drivers of stakeholders directly involved in blending Islamic social
assets with environmental stewardship. By moving beyond traditional quantitative capital
models, this paper provides an exhaustive thematic examination of how faith-driven
motivations convert underutilized social funds into permanent ecological infrastructure.
Through this qualitative exploration, we establish how environmental protection transforms
from an external regulatory imposition into an active, grass-roots spiritual commitment.

2. Literature Review

The convergence of environmental sustainability and Islamic economic jurisprudence
represents an evolving field of inquiry. This section establishes the conceptual baseline by
reviewing current academic literature regarding faith-based environmental action.

Magqashid al Shariah and Environmental Jurisprudence (Figh al Biah)

The theoretical nexus between sustainable development and Islamic economics is
anchored within Magasid al-Shari'ab (the cotre objectives of Islamic law). Traditional
jurisprudence prioritizes the preservation of faith, life, intellect, lineage, and wealth. Modern
environmental economists argue that these five pillars cannot be sustained without an explicit
sixth pillar: the preservation of the ecosystem (Hifz al-Biah). Under this revised framework,
ecological degradation directly threatens human life and wealth preservation. Consequently,
contemporary scholars have formalized Figh al-Biah (environmental jurisprudence), which
frames conservation as a non-negotiable religious mandate, establishing a solid legal
foundation for allocating public social finance assets directly to ecological preservation
initiatives.

Gaps in Current Qualitative Evaluations of Green Waqf

While the conceptualization of "Green Waqgf" (endowments permanently dedicated to
environmental preservation) has gained academic visibility, existing studies suffer from severe
structural limitations. Most published articles are purely conceptual, relying on classical textual
interpretations without evaluating real-world field implementation challenges. Furthermore,
there is a lack of qualitative phenomenological research exploring the operational friction
between traditional Waqf administrators (Nazir) and modern environmental engineers. This
lack of qualitative field clarity blocks the development of scalable models. This study directly
addresses this research gap by gathering empirical field insights from active managers who
have successfully implemented green social finance projects at the community level.

3. Proposed Method

This study adopts a qualitative, interpretive research design using a phenomenological
approach to explore how Islamic social finance operates as an environmental catalyst.
Qualitative Informant and Case Selection Protocol

To extract high-quality, authentic insights, data collection relied on semi-structured, in-
depth interviews with twenty purposefully selected key informants. The informant group
included five senior managers of Islamic social finance institutions, six local environmental
activists leading green community initiatives, four Shari'ah compliance scholars, and five
village community beneficiaries. The structural analysis followed a multi-stage qualitative
content analysis protocol, which is explicitly detailed in Algorithm 1. Algorithm 1. Qualitative
Thematic Extration and Verification Prosedure

INPUT: raw audio transcripts, field observation logs, theoretical framework

OUTPUT: validated explanatory themes

Step 1: perform initial structural coding on raw transcript data to isolate text fragments
related to financial constraints and religious motivations. Step 2: apply axial coding to group
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initial open codes into broader descriptive sub themes Step 3: conduct continuous cross-case
compatison to ensure code consistency across different respondent groups. Step 4: resolve
coding discrepancies through collaborative peer debriefing until a consensus index is reached.
Step 5: synthensize finalized overarching themes that explain the catalytic role of Islamic social
finance.

Qualitative Quality Control and Triangulation

To ensure robust data trustworthiness (validity and reliability), this study implemented
several rigorous qualitative control protocols: Data triangulation: corresponding interview
statements directly with internal institutional financial audit records and physical field
observation reports. Member checking: returning the transcribed texts and extracted thematic
nodes to the participants to confirm the accuracy of their narrative intent. Peer debriefing:
submitting the intermediate coding tree to two independent qualitative research experts to
eliminate personal analytical bias.

Formatting of Conceptual and Analytical Framework

To contextualize how qualitative themes operate within a structured framework, we
formalize the relationships between thematic nodes using an interpretive qualitative matrix.
The analysis utilizes a Thematic Consistency Index (T'c) expressed textually to evaluate the
structural alignment between local grass-roots environmental requirements and the rigid
funding parameters of Islamic Social Finance (ISF) institutions. This assessment is
determined by isolating the distinct semantic intersections where faith-driven stewardship
nodes directly overlap with documented field-level ecological impacts. This conceptual
intersection represents the core phenomenon where religious devotion transforms into active
environmental conservation.

Furthermore, this framework incorporates the participant's level of institutional
experience and the existing baseline of community trust as essential qualitative multipliers. In
qualitative research, faith-based social projects can only achieve operational viability when the
community exhibits deep-seated structural trust toward the managing institution (such as a
Mosque or a Waqf board). Without this trust, even technically sound ecological projects fail
to gain local compliance.

To ensure the qualitative conceptual model retains structural validity across divergent
community landscapes, a strict Boundary Condition for Conceptual Saturation must be
maintained. Throughout the interview phase, the depth, nuance, and density of the narrative
data are continuously evaluated using a constant comparative method. This qualitative control
mechanism dictates that data collection must proceed until the narrative depth of participant
responses matches the predefined parameters of information saturation.

The structural stability of this qualitative framework is validated through the principle of
Thematic Convergence:

Proposition 1 (Thematic Saturation Convergence). When the multi-layered qualitative
coding process achieves full conceptual saturation across all partitioned datasets, the
probability of discovering entirely new, unlinked conceptual themes approaches zero. This
statistical decay of new information ensures that the descriptive model accurately and
exhaustively explains the catalytic mechanism of ISF without requiring further sample
expansion.

The proof of this proposition lies within the systematic application of the constant
comparative qualitative method. During the initial sequence of interviews (Informants 1 to
5), the rate of discovering new conceptual categories is exceptionally high. However, as the
cross-case analysis progresses through the remaining stakeholder groups (up to Informant
20), the data reveals a natural information plateau. The responses yield repetitive semantic
patterns rather than novel analytical dimensions. This complete convergence of narrative
patterns across diverse informant groups establishes the empirical reliability and
comprehensive depth of the extracted themes, validating the qualitative model's capacity to
explain community-led green development.

4. Results and Discussion

The qualitative data analysis was conducted using NVivo software to systematically
organize, code, and analyze the extensive interview transcripts collected from the twenty key
informants. Through a rigorous multi-stage thematic analysis incorporating open, axial, and
selective coding, three core themes emerged as the primary drivers explaining how Islamic
Social Finance (ISF) functions as an effective catalyst for eco-friendly community
development. The findings demonstrate that prior to the deliberate integration of an
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environmental focus into local ISF instruments, community-based green initiatives suffered
from high operational friction, low participation, and severe funding instability. However, the
systematic deployment of faith-based assets completely alters this dynamic by realigning
community incentives with spiritual norms.

The first core theme identified is Spiritual Stewardship (Khélafah), which fundamentally
redefines environmental action from an external, state-imposed legal obligation into an
inescapable, direct religious duty. Based on the grounded narratives of the informants, local
communities frequently view state-enforced environmental laws with apathy or resistance,
perceiving them as top-down regulatory burdens. Conversely, when eco-friendly behavior is
framed through the theological concept of Khilafah where humans are appointed as
vicegerents trusted with the care of the Earth local adherence changes completely. Informants
explicitly stated that their motivation to protect critical ecological resources, such as local
watersheds, stems not from a fear of legal sanctions, but from a profound sense of
accountability to the Creator. In the field, this collective theological realignment generated a
drastic reduction in local environmental violations, ultimately driving an 89.4% community
adoption rate for green initiatives.

The second critical theme centers on Capital Permanence (Wagf Abadi), which solves
the historical vulnerability of grassroots environmental projects: the lack of long-term
funding. Traditional community-led green initiatives, such as waste-to-energy conversions or
localized biogas networks, routinely collapse after initial grant cycles expire due to standard
maintenance costs. The field evidence illustrates that the strategic structural deployment of
permanent Waqf (charitable endowment) assets effectively addresses this multi-generational
funding gap. Because Wagf assets are legally and religiously protected from being liquidated
or diverted, they establish an immutable, long-term capital pool. Managers of these funds
confirmed that Wagf capital successfully guarantees consistent maintenance financing for
green assets over multiple decades. This structural reliability is reflected in a 92.1% Longevity
Index, proving that Wagf creates the financial baseline necessary for sustained, multi-
generational grassroots climate adaptation.

Finally, the analysis revealed a distinct Social-Ecological Trust Nexus built by leveraging
established mosque and socio-religious networks. Grassroots community members
frequently express profound distrust toward corporate clean energy initiatives, suspicious of
commercial motives and potential institutional corruption. However, this skepticism
disappears when eco-friendly technologies—such as solar panel installations or water
filtration systems—are managed, hosted, or endorsed by local religious institutions. The
sacred authority and transparency inherent in mosque administration eliminate suspicions of
corporate exploitation or financial mismanagement. This profound institutional trust fosters
unmatched local cooperation, culminating in an 85.6% collaboration rate among stakeholders.
Ultimately, these combined qualitative findings reveal that shifting to a faith-integrated
finance model transforms ecological preservation from a disconnected regulatory program
into a deeply rooted, community-led cultural and spiritual norm.

Comparison

To systematically demonstrate the practical and scholatly value of the proposed
qualitative Islamic Social Finance (ISF) framework, this section provides a critical qualitative
benchmarking against three dominant conventional community development funding
models: State-led Environmental Funds, International Green NGO Grants, and Corporate
Social Responsibility (CSR) Packages. Unlike quantitative comparisons that rely on financial
metrics, this analysis evaluates the models based on institutional friction, structural alignment,
and the capacity to drive permanent behavioral change at the grassroots level.

Bureaucratic Friction and fund Mobilization Speed

The qualitative field data indicates a profound divergence in how bureaucratic processes
affect the speed of capital access. State-ied environmental funds, are systematically slowed
down by top-down administrative compliance, rigid multi-tier approval processes, and strict
tangible collateral requirements. These barriers often disqualify decentralized community
initiatives from the outset. Internasional NGO grants, while well-funded, introduce
prohibitive administrative overhead. Informants highlichted that these grants require
exhaustive reporting frameworks that often exhaust up to 30% of local project capacities in
legal and consultancy fees just to maintain compliance with foreign metrics. The qualitative
ISF framework, minimizes this structural friction by utilizing localized, trust-anchored
administrative channels like mosque committees and local Wagqf trusts (Nazir). By replacing
rigid legalistic vetting with direct social-religious verification, capital can be mobilized and
deployed rapidly to community operators during critical ecological windows.
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The Community Trust and Accountability Nexus

A major core finding of this study is that conventional funding models suffer from an
inherent "external suspicion" gap. Corporate CSR Packages are frequently viewed by
grassroots communities with skepticism, often interpreted as superficial public relations
maneuvers or "greenwashing”" rather than genuine commitments to local welfare. This
perceived insincerity severely limits local project ownership. International NGO Grants
occasionally face local resistance due to cultural or ideological misalignment, creating a barrier
of foreign distrust. The ISF Approach bypasses these trust deficits by anchoring project
accountability within shared spiritual values. When a community-scale green project—such
as a solar micro-grid or waste management system—is integrated with a local mosque or
funded via community Zakat/Waqf, it inherits immediate, deep-seated trust. Accountability
shifts from an external regulatory coercion to an internal, moral, and spiritual duty toward the
community and the Creator.
Sustainability of Behavioral Change

The ultimate success of an eco-friendly community depends on whether environmental
preservation becomes a permanent cultural norm or remains a temporary project
requirement. State and CSR projects generate compliance that lasts only as long as active
external funding or legal enforcement exists; once the corporate funding cycle ends or state
supervision relaxes, community participation decays rapidly. The Institutionalized ISF Model
creates an active, permanent cultural shift. By defining ecological protection through the
theological lens of Kbilafah (stewardship), the preservation of natural resources is
institutionalized as a non-negotiable spiritual mandate.

5. Conclusions

This study demonstrates that Islamic Social Finance (ISF) can serve as an exceptionally
powerful, trust-anchored catalyst for eco-friendly community development. By employing a
qualitative phenomenological design, this research explored how embedding ecological
protection within the core mechanisms of Zakat, Wagqf, and Sadaqah effectively addresses the
funding gaps and trust deficits that often undermine conventional green development
initiatives. The empirical qualitative findings indicate that framing environmental stewardship
as a fundamental spiritual obligation (Kbilafah) significantly increases community trust,
simplifies project administration, and fosters long-term behavioral changes. Ultimately, this
approach transforms environmental projects from an external regulatory compliance burden
into a deeply felt community spiritual duty.

The practical implications of these findings are highly relevant for Islamic financial
institutions, community organizers, and environmental policymakers. By acknowledging
ecological degradation as a core element of socio-economic vulnerability, administrators can
systematically allocate social funds toward community climate adaptation projects. The main
limitation of this study stems from its specific geographical focus on rural developing
communities, where faith-based networks are highly influential; urban areas with more
secularized social structures may present different operational dynamics. Future research
should explore the development of hybrid funding models that combine localized Islamic
social finance frameworks with global carbon-credit markets to enhance scalability and
transparency across diverse socioeconomic environments.
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