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Abstract: This study aims to analyze the role of crowdfunding, impact investing, zakat, and waqf as alternative 
financing in supporting sustainable development in Indonesia. The research method used is qualitative 
descriptive with a case study approach based on secondary data from literature and empirical reports. The 
results show that crowdfunding mobilizes community funds for environmental projects such as mangrove 
conservation in Kalimantan, significantly reducing carbon emissions. Impact investing supports strategic 
sectors like Islamic fintech and affordable housing, creating both social and financial impact. Zakat contributes 
to improved welfare through skills training and healthcare services, while waqf supports the development of 
sustainable social infrastructure. However, the management of zakat and waqf faces challenges in transparency 
and public participation. This study bridges the literature gap with empirical evidence highlighting the 
effectiveness of alternative financing in sustainable development. The conclusion emphasizes the need for a 
strategic integration of alternative financing to accelerate the achievement of sustainable development goals in 
an inclusive manner. 
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1. INTRODUCTION 

The financing challenges for sustainable development are increasingly pressing for 

developing countries, which face funding limitations, high poverty levels, and social 

inequality. According to the United Nations Environment Programme (UNEP, 2022), the 

global financing need for sustainable development is estimated at $4.2 trillion annually until 

2030, while the funding gap in developing countries reaches $2.5 trillion per year. This 

highlights the urgency of identifying alternative funding sources to bridge this gap (Park, 

2022). 

Alternative financing, which includes methods such as crowdfunding, impact 

investing, and Islamic financial instruments like zakat and waqf, has been shown to have 

positive impacts in various contexts. A World Bank study (2021) reported that global 

crowdfunding raised over $34 billion in 2020, with most projects focused on social 

innovation, environmental sustainability, and local community development. In Indonesia, 

data from the Indonesian Joint Funding Fintech Association (AFPI) in 2021 revealed that 

local crowdfunding platforms had disbursed more than IDR 81 trillion to the micro and small 

enterprise sectors, primarily for projects that contribute to poverty alleviation and improving 

quality of life (Fauzi & Rokhim, 2022). 
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On the other hand, Islamic financial instruments also play a significant role in 

supporting sustainable development. According to a report by Baznas (2023), the potential 

for zakat in Indonesia reaches IDR 327 trillion per year, although only about 3.4% has been 

realized. Zakat and waqf institutions in Malaysia have significantly contributed to financing 

healthcare and education infrastructure, particularly in underserved areas. In Bangladesh, 

collectively managed waqf programs have helped improve access to education for more than 

50,000 children in impoverished rural areas (Setiyowati & Sya’ban, 2019). 

While several studies have identified the contributions of alternative financing to 

sustainable development, most focus on individual aspects of each instrument, such as the 

effectiveness of crowdfunding or the impact of waqf on the education sector. However, there 

is a lack of holistic analysis in the literature that integrates various types of alternative 

financing into a single framework for sustainable development. Additionally, there is a 

research gap regarding the interaction between these alternative financing methods and the 

specific contexts of developing countries, where social, cultural, and regulatory factors often 

influence their implementation. 

The novelty of this study lies in its integrative approach to analyzing various models 

of alternative financing, including crowdfunding, impact investing, zakat, and waqf, as 

complementary instruments to support sustainable development. This research not only 

explores the social and environmental impacts of each method but also identifies synergies 

that can be created through their combined use. Moreover, the study places particular 

emphasis on the context of Indonesia, a country with significant potential for effectively 

implementing these financing models. 

This research aims to analyze the role of alternative financing, including 

crowdfunding, impact investing, zakat, and waqf, in supporting sustainable development in 

Indonesia. 

 

2. LITERATURE REVIEW 

Development Financing Theory 

Development financing theory is a key element in development economics that 

explores how a country or economic entity can mobilize financial resources to support 

the development process. The focus of this theory includes fundraising, resource 

allocation, and fund management to achieve various development goals, such as 

infrastructure development, improving human capital quality, and reducing social and 

economic disparities (Afxentiou & Serletis, 2016). 
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Historically, development financing theory emerged in response to global 

economic challenges following World War II. During this period, international 

institutions such as the World Bank and the International Monetary Fund (IMF) were 

established to assist war-affected countries in rebuilding their economies. This era also 

marked the birth of classical development theories pioneered by economists such as Paul 

Rosenstein-Rodan, Ragnar Nurkse, and Arthur Lewis. These economists emphasized the 

importance of large-scale investments in infrastructure and strategic sectors to break the 

cycle of poverty (Afxentiou & Serletis, 2016). 

In the modern era, development financing theory has evolved to include new 

approaches such as impact investing, blended finance, and Islamic finance-based 

solutions. In the context of Islamic economics, these approaches include instruments like 

zakat, waqf, and sukuk, which offer financial solutions grounded in principles of justice 

and sustainability. The integration of these diverse approaches creates a flexible and 

innovative framework to address contemporary global development challenges (Glenn et 

al., 2022). 

 

Definition of Alternative Financing 

Alternative financing refers to various forms of funding outside the traditional 

banking system, designed to meet the needs of projects or ventures that are often 

underserved by conventional financial institutions. According to the World Economic 

Forum (WEF, 2020), alternative financing involves more flexible and often community-

based sources of capital, such as crowdfunding, impact investing, and Islamic financial 

instruments like zakat and waqf. These sources provide innovative solutions that not only 

offer broader access to capital but also enable public participation in funding projects 

aimed at achieving social and environmental impact (Moleka, 2023). 

 

Types of Alternative Financing 

The dominant and relevant types of alternative financing for sustainable 

development include crowdfunding, impact investing, zakat, and waqf. Each type 

possesses unique characteristics that make it suitable for specific applications in 

sustainable development (Moleka, 2023). 
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Crowdfunding 

Crowdfunding is a financing method where capital is raised from a large group of 

individuals, typically through online platforms, to fund specific projects, products, or 

ideas. According to Massolution (2021), global crowdfunding reached a value of $114 

billion, with key sectors including renewable energy, education, and health technology. 

For instance, a crowdfunding campaign launched by the nonprofit organization Solar 

Sister in Kenya and Nigeria successfully raised $500,000 to provide clean energy and 

electricity access to thousands of rural households in Africa (African Development Bank, 

2022). Crowdfunding enables sustainable development projects that have a positive 

impact on communities, particularly in areas underserved by traditional financing 

(Coldrey et al., 2023). 

 

Impact Investing 

Impact investing is an investment approach aimed at generating positive social 

and environmental impacts alongside financial returns. The Global Impact Investing 

Network (GIIN, 2021) reports that the global impact investing market is valued at 

approximately $715 billion, with most investments directed toward sustainable 

agriculture, education, affordable housing, and healthcare sectors. In India, for example, 

impact investment firms like Aavishkaar Capital have invested over $1.1 billion in social 

enterprises focused on improving economic and environmental conditions in rural areas 

(GIIN, 2022). Impact investing provides opportunities for investors to support projects 

aligned with the Sustainable Development Goals (SDGs) while achieving reasonable 

financial returns (Takkar & Gupta, 2024). 

 

Zakat 

Zakat is an obligation in Islamic finance that involves allocating a portion of a 

Muslim’s wealth to be distributed to those in need. This concept not only aims to support 

the underprivileged but also to foster social equity. According to Baznas (2023), the 

potential zakat collection in Indonesia is approximately IDR 327 trillion per year, 

although only a small fraction is realized. A case study by Dompet Dhuafa in Indonesia 

demonstrates that zakat funds have been utilized to finance economic empowerment 

programs, such as skills training and capital provision for small businesses, which 

directly improve the welfare of beneficiaries and contribute to poverty reduction 
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(Baznas, 2022). Zakat, as an alternative financing instrument, offers a mechanism to 

support sustainable social development within Muslim communities (Muhammad, 2024). 

 

Waqf 

Waqf is a form of charitable endowment in Islam where assets or wealth are 

permanently allocated for the benefit of society. Unlike zakat, which is obligatory, waqf 

is voluntary but has long-term impacts, as waqf assets are typically invested, and the 

returns are used for social purposes. According to the Islamic Development Bank (2021), 

waqf holds significant potential for supporting sustainable development, particularly in 

the fields of education and healthcare. For example, waqf programs in Malaysia have 

funded the construction of schools, hospitals, and other social infrastructure projects that 

provide direct benefits to underprivileged communities. In Bangladesh, Islamic Relief 

manages waqf funds to support education access and skill training for impoverished 

communities, transforming the socio-economic conditions of thousands of individuals 

(Hasbulah et al., 2024).  

 

The Importance of Alternative Financing in Sustainable Development 

Alternative financing has immense potential to address the limitations of 

traditional funding, particularly in developing countries that often struggle to access the 

necessary capital for development projects. The literature and empirical data mentioned 

above highlight that alternative financing not only expands access to capital but also 

encourages active community involvement in supporting projects with positive social 

and environmental impacts. With its innovative and inclusive approach, alternative 

financing can serve as a key driver in the pursuit of sustainable development goals 

(Debrah et al., 2022). 

 

3. METHODOLOGY 

This study employs the library research method, which involves collecting data and 

scientific works related to the research subject or gathering data of a literary nature. It is 

conducted by performing a fundamental review aimed at solving problems primarily based on 

a critical and in-depth analysis of library materials and other relevant scholarly references. 
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4. RESULTS AND DISCUSSION 

Crowdfunding as an Inclusive Financing Solution 

Crowdfunding has emerged as one of the alternative financing methods that 

facilitates inclusive and community-based access to capital. This model allows many 

individuals to contribute to funding specific projects or ventures through online 

platforms. According to a study by the European Crowdfunding Network (2022), 

crowdfunding is one of the most effective financing solutions for social and 

environmental projects with higher risks, where access to conventional funding is often 

limited. 

In developing countries such as Kenya, crowdfunding campaigns for renewable 

energy projects successfully raised over $500,000 in 2021, enabling more than 50 remote 

villages to access clean and sustainable electricity (Nwokolo et al., 2023). In Indonesia, 

platforms like Kitabisa collected more than IDR 1.3 trillion in 2023, primarily for health, 

education, and disaster relief projects, directly impacting millions of beneficiaries 

(Kitabisa, 2023). 

This model not only provides the necessary funds but also engages the public in 

the success of the projects, fostering a sense of ownership and collective responsibility. 

In the context of sustainable development, such community involvement is crucial as it 

enhances project legitimacy, boosts participation, and helps ensure long-term 

sustainability. Moreover, crowdfunding enables small-scale, high-potential projects to 

gain support without navigating the complex banking procedures and collateral 

requirements that often hinder microenterprises in developing countries (Ikevuje et al., 

2024). 

 

Social and Environmental Impacts of Crowdfunding 

Crowdfunding plays a pivotal role in supporting projects with significant social 

and environmental impacts. A case study by the Clean Energy Access Fund (2021) 

reveals that crowdfunding campaigns have provided access to clean water and sanitation 

for over 100,000 people in India and Bangladesh, directly contributing to improved 

public health and community well-being. The use of crowdfunding for such projects 

creates a positive ripple effect, where improved sanitation and public health lead to 

increased productivity and reduced healthcare costs (Tok et al., 2022). 

On the environmental front, conservation projects funded through crowdfunding 

have also seen substantial progress. For instance, a global community-funded campaign 
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for tropical forest conservation raised over $2 million to protect 30,000 hectares of the 

Amazon rainforest from illegal logging (Rainforest Alliance, 2022). In Indonesia, 

crowdfunding initiatives raised IDR 25 billion in 2023 to preserve mangrove forests in 

Kalimantan, which helped reduce carbon emissions by up to 50,000 tons annually 

(Mangrove Indonesia, 2023). These outcomes demonstrate that crowdfunding can deliver 

sustainable impacts on social and environmental sectors, fostering participatory and 

democratic pathways to achieving sustainable development goals (Paul & Iyelolu, 2024). 

 

Impact Investing as an Impact-Based Investment Approach 

Impact investing is an alternative financing approach where major investors seek 

to generate positive social or environmental impacts alongside financial returns. 

According to the Global Impact Investing Network (GIIN, 2022), global impact 

investments reached over $715 billion in 2021, with the majority allocated to education, 

healthcare, clean energy, and affordable housing sectors. This growing trend underscores 

the increasing importance institutional investors and high-net-worth individuals place on 

non-financial impacts within their investment portfolios (Raji, 2024). 

In India, companies such as Aavishkaar Capital have invested in the sustainable 

agriculture sector, supporting over 200,000 local farmers with modern technology and 

technical training (GIIN, 2022). The results showed a 20% increase in crop yields and a 

30% rise in average income. In Indonesia, the Impact Investor Indonesia report (2023) 

noted that total impact investment funds reached IDR 10 trillion, with the majority 

directed toward supporting Sharia-compliant fintech, education, and affordable housing 

sectors. These successes demonstrate that this approach can effectively address the social 

and economic challenges faced by communities in developing countries (Junaedi, 2024). 

 

Zakat as an Instrument for Socioeconomic Development 

Zakat is a key Islamic financial instrument that serves as an obligatory 

contribution for Muslims, aimed at redistributing wealth to those in need and fostering 

social equity. Beyond being a form of direct aid, zakat has significant potential to fund 

community empowerment programs and long-term impact projects. According to a 

report by Baznas (2023), Indonesia has an annual zakat potential of IDR 327 trillion, but 

only about 3.4% of this is currently realized. Successful zakat programs, such as those 

implemented by Dompet Dhuafa, demonstrate that zakat can fund initiatives like skills 
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training, business capital, and education programs for underprivileged communities 

(Muhammad, 2024). 

The outcomes of these initiatives have shown substantial impacts in reducing 

poverty and improving welfare. For example, recipients of productive zakat programs in 

Indonesia experienced a 20% average income increase within two years, alongside 

improved skills that enabled them to achieve economic independence (Baznas, 2022). In 

the context of sustainable development, zakat serves as a reliable funding source for 

socioeconomic projects in Muslim communities, enhancing local capacities and fostering 

inclusive societal welfare (Muhammad, 2024). 

 

Zakat’s Contribution to Education and Healthcare 

In the education sector, zakat plays a critical role in funding programs that 

improve access to education for the underprivileged. A study by the Islamic 

Development Bank (IDB, 2022) highlights that zakat has been used to provide 

scholarships and educational support for children in impoverished areas of Bangladesh, 

enabling over 50,000 children to continue their primary and secondary education. The 

program's impact is evident in improved literacy rates and better educational outcomes 

among beneficiaries, which in turn helps to break the cycle of generational poverty. 

 

In the healthcare sector, zakat has funded the development of healthcare 

infrastructure such as clinics and hospitals in remote areas. For instance, in Pakistan, the 

National Zakat Agency has financed the construction of health facilities that provide free 

services to thousands of underprivileged citizens annually. These programs not only 

improve access to healthcare but also enhance the quality of life for communities 

previously isolated from basic health services (IDB, 2022). 

 

Waqf as a Sustainable Instrument for Social Infrastructure Development 

Unlike zakat, waqf is a voluntary and perpetual form of charity that functions as 

an asset invested for social purposes. Waqf assets, such as land or buildings, are typically 

managed and invested, with the returns used to fund sustainable social development 

projects. The Islamic Development Bank (IDB, 2022) estimates that the global potential 

of waqf is enormous but remains largely untapped. 

In Turkey, for example, waqf programs have funded housing for low-income 

families and educational scholarships, benefiting thousands of families and students 
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(IDB, 2022). In Indonesia, a report by the Ministry of Religious Affairs (2023) noted that 

cash waqf collected IDR 1.5 trillion over the past three years, which was used to fund 

social infrastructure projects such as mosques, schools, and health clinics. These findings 

confirm that waqf offers high flexibility in supporting diverse social initiatives 

sustainably. 

 

Management and Challenges 

Alternative financing instruments such as crowdfunding, impact investing, zakat, 

and waqf play an increasingly important role in supporting sustainable development. 

However, each faces challenges that require integrated solutions. One major obstacle is 

uneven regulation in many developing countries, which poses risks of low accountability 

and public trust. The lack of regulations creates potential misuse of funds in the 

crowdfunding and waqf sectors, while zakat management often struggles with 

transparency issues (Sohail et al., 2024). 

Challenges in financial literacy and management capacity are also common 

across these instruments. Zakat and waqf managers often lack professional management 

skills, hindering the optimization of funds for long-term impacts. Similarly, many 

crowdfunding project owners and impact investors face difficulties in efficiently 

managing funds and balancing profitability with social impact, which challenges 

financial sustainability (Allen et al., 2024). 

Additionally, public awareness and participation in alternative financing remain 

low in many countries. For instance, despite the significant potential of zakat in 

Indonesia, its realization remains limited due to a lack of public understanding about 

zakat as a sustainable economic instrument. On the other hand, limited adoption of 

technology hampers efforts to enhance transparency and efficiency in fund management. 

While innovations such as digital apps and blockchain-based platforms are being adopted 

by some, most institutions still face challenges in leveraging technology effectively to 

facilitate transparent and accessible fund management (Sianes et al., 2023). 

Efforts to address these challenges include establishing stronger and more 

transparent regulations, enhancing financial literacy through training for fund managers, 

and raising public awareness through educational campaigns. Moreover, integrating 

technologies such as zakat reporting apps and blockchain-based crowdfunding platforms 

can strengthen accountability and simplify public contributions. By addressing these 

challenges holistically, alternative financing can play a more effective and sustainable 
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role in supporting socioeconomic development across various countries (Millner & 

Meyer, 2021). 

 

5. CONCLUSION 

Alternative financing instruments such as crowdfunding, impact investing, zakat, and 

waqf hold significant potential in supporting sustainable development, particularly in sectors 

underserved by conventional finance. Each of these instruments offers unique advantages in 

strengthening socio-economic funding. However, their implementation faces challenges 

related to regulation, management capacity, financial literacy, technological limitations, and 

public awareness. A holistic approach is needed to address these barriers, including the 

strengthening of regulations, capacity building for fund managers, and the integration of 

technology to enhance transparency. Through robust synergy between governments, financial 

institutions, and communities, alternative financing can be optimized as a vital pillar in 

accelerating the achievement of sustainable development goals, reducing disparities, and 

promoting inclusive prosperity. 

 

REFERENCES 

Afxentiou, P., & Serletis, A. (2016). Growth and foreign indebtedness in developing 
countries: An empirical study using long-term cross-country data. International Review 
of Economics & Finance. 

Aliyu, D. M. (2024). Trends and developments in contemporary zakat administration. Journal 
of Islamic Economics and Finance Studies, 5(1), 67-81. 
https://doi.org/10.47700/jiefes.v5i1.7952 

Allen, F., Carletti, E., Qian, M., & Valenzuela, P. (2024). International comparison of 
alternative finance. In Handbook of alternative finance (pp. 283-302). Edward Elgar 
Publishing. https://doi.org/10.4337/9781800370494.00022 

Antonio, S., Fernández-Portillo, L. A., Toscano-Valle, A., & Pérez-Velasco, E. (2023). 
Heterogeneity in financing for development strategies as a hindering factor to achieve a 
global agreement on the 2030 Agenda. Nature Communications, 10, 1-13. 
https://doi.org/10.1057/s41599-023-02342-1 

Basikabio, M. P. (2023). Exploring alternative funding mechanisms: Driving innovation in 
the digital era. Preprints. https://doi.org/10.20944/preprints202311.0262.v1 

Coldrey, O., Lant, P., & Ashworth, P. (2023). Elucidating finance gaps through the clean 
cooking value chain. Sustainability, 15(4), 3577. https://doi.org/10.3390/su15043577 



 
 

E-ISSN .: 3063-4148, P-ISSN .: 3063-413X, Hal 396-407 
 

Debrah, C., Darko, A. A. P., & Chan, A. (2022). A bibliometric-qualitative literature review 
of green finance gap and future research directions. Climate and Development, 15(5), 
432-455. https://doi.org/10.1080/17565529.2022.2095331 

Glenn, N. M., Yashadhana, A., Jaques, K., Belon, A. P., de Leeuw, E., Nykiforuk, C. I. J., & 
Harris, P. (2022). The generative mechanisms of financial strain and financial well-
being: A critical realist analysis of ideology and difference. International Journal of 
Health Policy and Management, 12. https://doi.org/10.34172/ijhpm.2022.6930 

Hasbulah, H. M., Nordin, N. A., Amjad, W. M., Halim, W. H., Izwan, M. K., Shahatha, A. 
F., Al-Mashhadani, M., & Noor, A. M. (2024). The contribution and potentiality of 
waqf in achieving the sustainable development goals in Malaysia. International Journal 
of Entrepreneurship and Management Practices, 7(25), 282-295. 
https://doi.org/10.35631/ijemp.725024 

Heavens, A. I., Anaba, D. C., & Iheanyichukwu, U. T. (2024). Exploring sustainable finance 
mechanisms for green energy transition: A comprehensive review and analysis. 
International Journal of Applied Research in Social Sciences, 6(7), 1224-1247. 
https://doi.org/10.51594/ijarss.v6i7.1302 

Islamic Development Bank. (2022). Innovations in Islamic Finance: Case Studies on 
Innovations in Islamic Finance. 

Junaedi, J. (2024). Understanding the role of finance in sustainable development: A 
qualitative study on environmental, social, and governance (ESG) practices. Golden 
Ratio of Finance Management, 4(2), 113-130. https://doi.org/10.52970/grfm.v4i2.422 

Millner, R., & Meyer, M. (2021). Collaborative governance in social impact bonds: Aligning 
interests within divergent accountabilities? Public Management Review, 1-23. 
https://doi.org/10.1080/14719037.2021.2000253 

Nwokolo, S. C., Singh, R., Khan, S., Kumar, A., & Luthra, S. (2023). Remedies to the 
challenges of renewable energy deployment in Africa. In CSR, sustainability, ethics & 
governance (pp. 59-74). https://doi.org/10.1007/978-3-031-44514-9_3 

Okpeke, P., Iyelolu, T. V. (2024). Green bonds and sustainable finance: Performance insights 
and future outlook. Open Access Research Journal of Science and Technology, 11(2), 
064-073. https://doi.org/10.53022/oarjst.2024.11.2.0094 

Park, J. (2022). How can we pay for it all? Understanding the global challenge of financing 
climate change and sustainable development solutions. Journal of Environmental 
Studies and Sciences, 12(1), 91–99. https://doi.org/10.1007/s13412-021-00715-z 

Raji, (2024). Sustainable finance in action: Exploring green loans in promoting 
environmental responsibility. Kristu Jayanti Journal of Management Sciences, 14-25. 
https://doi.org/10.59176/kjms.v2i1.2348 

Setiyowati, A., & Sya’ban, M. (2019). Profesionalisme Nazhir dalam pengelolaan wakaf 
uang: Belajar dari tata kelola wakaf uang di Bangladesh. Jurnal Balance, 16(2), 247–
262. http://journal.um-surabaya.ac.id/index.php/balance/article/view/8184 



 
 

Analysis Of The Role Of Alternative Financing In Sustainable Development 
 

 
407           SEMNASIEdA - Volume 1 Nomor 2 Tahun 2024 
 
 
 

Sohail, M., Haddad, H., Ullah, M., Al-Ramahi, N. M., Haron, N. F., & Alkhazaleh, A. M. 
(2024). Optimizing sustainable high-quality economic development through Green 
Finance with robust spatial estimation. Cogent Economics & Finance, 12(1). 
https://doi.org/10.1080/23322039.2024.2363466 

Takkar, S., & Gupta, C. (2024). Analysis of impact investment for sustainable development 
in India. In Practice, progress, and proficiency in sustainability (pp. 1-25). 
https://doi.org/10.4018/979-8-3693-7322-4.ch001 

Tok, E., Yesuf, A. J., & Mohamed, A. S. (2022). Sustainable Development Goals and Islamic 
Social Finance: From policy divide to policy coherence and convergence. 
Sustainability, 14(11), 6875. https://doi.org/10.3390/su14116875 


