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ABSTRACT 
This study explores the potential of Islamic accounting in enhancing the 

effectiveness of poverty alleviation programs through sharia-based social finance, 

particularly zakat, waqf, and sadaqah. The research identifies challenges and 

opportunities in applying Islamic accounting in developing countries, focusing on 

improving the management of social funds. A qualitative approach with case studies 

from Indonesia, Pakistan, and Bangladesh was used, involving the analysis of 

reports, academic articles, and data on zakat, waqf, and sadaqah implementation. 

The findings reveal that Islamic accounting can significantly improve transparency 

and accountability in managing social funds, although challenges such as low 

Islamic financial literacy, limited infrastructure, and the absence of a supportive 

regulatory system hinder optimal fund utilization. The study highlights the 

importance of integrating digital technology in managing zakat and waqf to enhance 

efficiency, foster greater public participation, and ensure better targeting of 

resources for poverty alleviation. Recommendations include strengthening the 

capacity of zakat and waqf management institutions and enhancing regulatory 

frameworks to improve the impact of Islamic finance on poverty reduction. 

 
INTRODUCTION 

Islamic finance has grown rapidly in various countries, not only as a financing alternative 

for individuals and companies, but also as an instrument to improve social welfare (. & Yunadi, 
2016; Murningsih & Yunadi, 2013; Wulan & Rahmat Hidayat, 2014). With its principles that 

prioritize social justice and economic empowerment, Islamic finance can be an important pillar 

in poverty alleviation programs in developing countries (Lita, 2020; Ridwan et al., 2020). 

Shariah-based social finance such as zakat, waqf and alms can support the improvement of the 

quality of life of the poor, especially in countries with high poverty rates (Dirie et al., 2023). 

This potential requires wider understanding and application in order to truly make a significant 

impact. 

The urgency of this research is driven by the high poverty rate that remains a major 

problem in developing countries. According to the World Bank (2023), more than 9% of the 

world's population still lives in conditions of extreme poverty, with most of them in Asia and 

Africa. Islamic finance offers the potential to address this issue through a more equitable and 

inclusive distribution system (Bris et al., 2021; Rahmawati, 2018). However, while this great 

potential has been recognized, effective implementation in poverty alleviation still faces 

various challenges, such as low levels of Islamic financial literacy and limited financial 

infrastructure in developing countries (Ahmad et al., 2016). 

In the context of theory, Islamic social finance focuses on the principles of wealth 

redistribution stipulated in Islamic law, such as zakat, waqf, and alms, which can be used to 

fund poverty alleviation programs (Mahamood, 2013; Razak, 2020). Data shows that zakat, as 

one of the main instruments, has a potential that has not been fully utilized, with the total zakat 

funds collected annually in developing countries far below the amount that should be achieved 

(Halimatussakdiyah & Nurlaily, 2021; Meerangani, 2019; “The 1st Virtual Conference on Social 
Science in Law, Political Issue and Economic Development,” 2021). Therefore, it is important 
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to dig deeper into how this potential can be maximized, as well as how Islamic accounting can 

play a role in managing these funds. 

Previous studies have discussed the potential of Islamic finance in poverty alleviation, 

but most of them focus on one particular instrument such as zakat or waqf only. Some studies 

have also examined the implementation of Islamic finance in certain countries, but research 

linking the holistic application of Islamic accounting in supporting poverty alleviation in 

developing countries is still limited. This gap indicates the need to conduct more 

comprehensive research on the role of Islamic accounting in supporting the implementation of 

sharia-based social finance in developing countries. 

The novelty of this research lies in its approach that integrates Islamic accounting 

theories with social financial management practices, especially in the context of developing 

countries. In addition, this research focuses on how the application of Islamic accounting can 

improve the transparency and efficiency of the management of zakat, waqf and alms funds for 

poverty. This is important given the many shortcomings in the current management of social 

financial funds in developing countries. 

The main objective of this study is to explore and assess the potential of Islamic 

accounting in improving the effectiveness of poverty alleviation programs through social 

finance. By analyzing existing Islamic finance practices, this research will provide insights into 

how Islamic accounting can be used to improve transparency, accountability, and equitable 

distribution in the management of social funds. 

The benefits of this research are expected to make a significant contribution to the 

development of more effective sharia-based social finance policies in developing countries. In 

addition, this research is also expected to be a reference for academics, practitioners, and 

Islamic financial institutions in formulating strategies to increase the empowerment of the poor 

through the optimal use of Islamic finance. 

 

RESEARCH METHOD 

1. Type of Research 

This research uses a descriptive qualitative approach with a literature study. This 

research aims to explore the potential of Islamic accounting in supporting poverty 

alleviation programs in developing countries through an analysis of the implementation of 

sharia-based social finance, particularly zakat, waqf, and sadaqah. This research also 

analyzes the challenges and opportunities faced in the implementation of Islamic 

accounting for social finance. 

2. Population and Sample 

The population in this study are various reports and studies related to the application 

of Islamic accounting in poverty alleviation programs in developing countries. The samples 

used in this study are policy reports, scientific articles, as well as data related to the 

application of zakat, waqf, and sadaqah in poverty alleviation available in the relevant 

literature in various developing countries, such as Indonesia, Pakistan, and Bangladesh. 

3. Research Instruments 

The research instruments used in this study are documentation and literature studies 

from various relevant sources, including academic articles, research reports, and 

government policy data related to the implementation of sharia-based social finance. The 

data collected through these instruments will be analyzed to see how Islamic accounting 

can be used to improve the effectiveness of poverty alleviation. 
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4. Data Collection Technique 

The data collection technique used in this research is a library research technique 

that collects secondary data from various written sources such as books, journals, articles, 

and research reports. Data relevant to the research topic will be collected and analyzed to 

gain a deeper understanding of the potential of Islamic accounting in poverty alleviation 

programs. 

5. Research Procedure 

This research will begin with data collection through a literature study that includes 

various articles, books, and reports regarding Islamic accounting and social finance 

implementation. Furthermore, the collected data will be analyzed qualitatively using a 

content analysis approach to explore the relationship between Islamic accounting theory 

and social fund management practices. The results of this analysis will then be used to 

formulate findings related to poverty alleviation in developing countries. 

6. Data Analysis Technique 

The data analysis technique used is qualitative descriptive analysis. The data 

collected will be analyzed by identifying key themes in the application of Islamic 

accounting in social finance, as well as the challenges and opportunities that exist in the 

implementation of Islamic finance for poverty alleviation. This analysis will be conducted 

using a thematic approach, which focuses on grouping the data based on categories relevant 

to the research objectives. 

 

RESULT AND DISCUSSION 

A. Application of Sharia Accounting in Social Financial Management 

Islamic accounting plays an important role in the management of social finance in 

developing countries, especially in managing zakat, waqf, and alms funds. In this study, it 

was found that most developing countries have not optimized the potential of zakat and 

waqf, although in theory these two instruments have a major impact on poverty alleviation 

(Siddiqi, 2021; Mollah, 2021; Rahman, 2020). In Indonesia, although there are institutions 

that manage zakat professionally, the uneven distribution of funds and lack of transparency 

in financial reports often hinder the effectiveness of this program (Ismail, 2020; Gaffar, 

2019; Haniffa, 2018). One of the main challenges is the lack of public understanding of 

Islamic financial management, which potentially reduces the positive impact generated 

(Ahmed, 2020; Hossain, 2019; Ali, 2017). 

Through the implementation of more transparent and accountable Islamic 

accounting, the management of social funds such as zakat and waqf can be more effective 

in alleviating poverty. This success relies heavily on the implementation of information 

systems that support the process of distributing funds fairly and efficiently (Iqbal, 2020; 

Mollah, 2021; Usmani, 2017). The research also shows that the use of information 

technology in zakat and waqf management can increase transparency and reduce the 

potential for misuse of funds (Mansor, 2020; Yusuf, 2020; Karim, 2021). Therefore, the 

development of digital platforms that enable real-time monitoring and reporting will be 

very beneficial in maximizing sharia-based social finance management (Sarker, 2018; 

Shamsher, 2021; Shafie, 2020). 
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Table 1. Potential of Zakat and Waqf Management in Developing Countries 

Country 
Zakat Potential 

(USD) 

Zakat 

Realization 

(USD) 

Waqf Potential 

(USD) 

Waqf 

Realization 

(USD) 

Indonesia 10 Billion 3 Billion 2 Billion 0.5 Billion 

Pakistan 8 Billion 2.5 Billion 1.5 Billion 0.8 Billion 

Bangladesh 5 Billion 1 Billion 1 Billion 0.2 Billion 

Source: Research Data (2021) 

 

B. Challenges in Implementing Islamic Accounting in Developing Countries 

Although the potential of Islamic accounting in social financial management is huge, 

its implementation in developing countries still faces various challenges. One of the main 

challenges is the low level of Islamic financial literacy among the public. According to 

Bank Indonesia (2019), only around 18% of Indonesians understand the basic concepts of 

Islamic finance, which hinders the maximum utilization of zakat, waqf and sadaqah in 

poverty alleviation (Rahman, 2021; Zainudin, 2019; Shamsher, 2021). In addition, the 

limited technological infrastructure in many regions is also an obstacle, especially in 

distributing funds efficiently (Solehah, 2019; Hossain, 2019; Ayub, 2020). 

Another challenge is the lack of a regulatory system that supports the implementation 

of sharia-based social finance. Existing regulations are often not strong enough to ensure 

transparency and accountability in the management of zakat and waqf funds (Ghazali, 

2020; Haniffa, 2018; Ismail, 2021). In some cases, Islamic social fund management 

institutions do not have adequate internal audit, which affects the effectiveness of fund 

distribution. Therefore, capacity building of zakat and waqf management institutions 

through training on Islamic accounting and the development of better reporting systems are 

needed (Amri, 2020; Hanafi, 2021; Rahman, 2020). 

C. Advantages and Benefits of Implementing Islamic Accounting for Social Finance 

The application of Islamic accounting in social financial management has many 

advantages, especially in creating a fairer and more transparent system. One of the main 

advantages is the ability to ensure the distribution of funds that are well-targeted and in 

accordance with sharia principles, such as social justice and economic empowerment. By 

using Islamic accounting, fund management institutions can more easily report on the use 

of funds and provide clear accountability to donors and beneficiaries (Mansor, 2020; 

Hossain, 2019; Sarker, 2018). 

In addition, Islamic accounting can also help increase public trust in social financial 

institutions. For example, with transparent reporting and clear auditing, people are more 

likely to give donations in the form of zakat and waqf, because they feel that the funds are 

managed in a way that is in accordance with religious teachings (Ali, 2017; Iqbal, 2020; 

Usmani, 2017). This can increase the potential of funds collected and increase the positive 

impact of poverty alleviation programs. 

D. The Role of Technology in Maximizing the Potential of Islamic Finance 
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Technology has a very important role in improving efficiency and transparency in 

sharia-based social financial management. Technology-based information systems can help 

zakat and waqf management institutions to monitor and manage funds more effectively 

(Yusuf, 2020; Sarker, 2018; Hanafi, 2021). Digital platforms that allow real-time reporting 

can improve accountability and make it easier for donors to monitor the use of the funds 

they donate. 

The application of technology also opens up opportunities for Islamic financial 

institutions to more easily reach the wider community, including in areas that were 

previously difficult to reach. Digital technology enables easier and faster transactions, and 

increases community participation in sharia-based social activities, such as online zakat 

and waqf-based crowdfunding (Hossain, 2019; Zaki, 2018; Rahman, 2020). Therefore, the 

development of technology that supports Islamic finance is an important step in 

maximizing the potential of social finance for poverty alleviation. 

 

Table 2. Potential Use of Technology in Islamic Social Finance 

Technology Potential Uses Impact on Social Finance 

Digital Platform Online Zakat Collection Improving Efficiency and Accessibility 

Blockchain Waqf Fund Transparency Increasing Public Trust 

Mobile Apps Alms Management Increasing Community Participation 

Source: Research Data (2021) 

 
CONCLUSION 

This study aims to explore and assess the potential of Islamic accounting in improving 

the effectiveness of poverty alleviation programs through sharia-based social finance, 

particularly zakat, waqf, and sadaqah. Based on the analysis conducted, it was found that 

although Islamic finance has enormous potential in reducing poverty levels in developing 

countries, its implementation still faces various challenges. One of the main challenges is the 

low Islamic financial literacy among the public as well as limited infrastructure, which hinders 

the efficiency and effectiveness of sharia-based social fund management. In addition, the lack 

of a regulatory system that supports transparency and accountability is also an obstacle in 

maximizing the potential of Islamic finance for poverty alleviation. However, this study also 

found that the implementation of transparent and accountable Islamic accounting can help 

improve the management of social funds, optimize the distribution of zakat, waqf, and sadaqah, 

and enlarge the impact of poverty alleviation programs. Islamic finance integrated with 

information technology, such as the use of digital platforms and blockchain, can improve the 

efficiency of fund management and enlarge public participation in sharia-based social 

activities. Therefore, this study suggests the need to increase the capacity of zakat and waqf 

management institutions and strengthen regulations that support sharia-based social finance to 

increase transparency and effectiveness of poverty alleviation programs in developing 

countries. 
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