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Abstract
Keywords: Economic growth in Indonesia is predominantly driven by household expenditure,
Green Bond, Sukuk, Zakat, while investment, the second largest component of GDP, has declined over the past
Economic Growth, ECM several years. At the same time, environmental degradation, climate change, and

limited Islamic finance highlight the need for more sustainable alternative financing
sources, such as green bond, sukuk, and gakat. This study aims to examine the
impacts of green bonds, sukufk, and zakat on Indonesia's economic growth during
the 2018—2025 period. A quantitative approach was employed using quarterly
secondary data and examined through the ECM (Error Correction Model) with
EViews 13 software. The results indicate that green bonds, sukuk, and zakat
have an insignificant impact on economic growth in the short run. But, in the long
run, green bonds, sukuk, and akat bave positive and significant impacts on
economic growth. These results demonstrate that green finance and Islamic finance
play important roles in economic growth, althongh the benefits of green bonds and
gakat require time to materialize. Therefore, the government and relevant
stakeholders should strengthen the green bonds and suknk regulation while
optimizing the collection and productive distribution of zakat to support
Indonesia’s inclusive and sustainable economic growth.

INTRODUCTION

Economic growth serves as a key measure of economic development in a country because
it reflects improvements in production capacity, income, employment opportunities, and overall
social welfare (Gai et al.,, 2024; N. Hidayat et al., 2025; Nurhayati et al., 2024). In recent years,
economic growth has been severely affected by various shocks in both developed and developing
countries (IMF, 2021). These shocks include the COVID-19 pandemic, contractionary monetary
policies, geopolitical tensions, and global economic uncertainty, all of which have disrupted supply
chains, production, purchasing power, and other structural aspects of the economy
(Bratakusumah, 2026; IMF, 2023; Zaza et al., 2025). These conditions pose a challenge in
maintaining the stability and sustainability of economic growth.

As one of the largest emerging economies in Southeast Asia, Indonesia has successfully
maintained economic growth at around 5% following the COVID-19 pandemic, despite
experiencing a contraction of —2.07% during the crisis (BPS, 2025; Rusmini et al., 2023).
Nevertheless, its economic growth remains predominantly driven by household consumption
(Bank Indonesia, 2025b). According to BPS (2025), household consumption accounted for more
than 50% of GDP throughout 2018-2025 period. In contrast, the contribution of Gross Fixed
Capital Formation (GFCF), an investment indicator, declined from 32.28% in 2018 to 28.75% in
2025. This trend indicates that Indonesia’s economy remains highly dependent on domestic
consumption, while investment has yet to play an optimal role as a long—term engine of economic
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growth. Consequently, alternative finance is necessary to enhance investment, strengthen the real
sector, improve the economic structure, and support sustainable economic development (Martain,
20206).

In addition to economic challenges, Indonesia continues to face serious environmental
degradation and climate change issues. According to the Indonesia Deforestation Status Report
2025, approximately 433,751 hectares of forest were lost, representing a 66% increase compared
with the previous year (Auriga Nusantara, 2025; Batani & Suparman, 2026). Furthermore,
Indonesia ranks among the world's ten largest carbon emitters and is the third most disaster—prone
country globally, with increasing hydrometeorological disasters driven by climate change
(Ardiansyah et al.,, 2025; World Risk Report, 2025). In response, Indonesia has committed to
addressing environmental challenges through Paris Agreement and Sustainable Development
Goals (SDGs), while targeting Net Zero Emissions (NZE) by 2060 and integrating environmental
sustainability into its national development agenda (Hulu et al., 2024; Mara et al., 2025).

Achieving these commitments requires substantial financial resources to support
environmentally sustainable development and the transition toward a green economy (Suparman,
2023). Consequently, Indonesia has promoted green bonds as an innovative financing instrument
for green projects (IRENA, 2020; OJK, 2016). The outstanding value of green bonds increased
significantly from USD 1,300 million in 2018 to USD 17,497 million in 2025. During the COVID-
19 pandemic, green bonds remained relatively stable compared with many conventional financial
instruments. However, Indonesia’s green bond market remains nascent with lower market
penetration than many other countries (Prisandy & Widyaningrum, 2022). Moreover, investors'
understanding of green bonds remains limited, making their contribution to economic growth an
important subject for further empirical investigation (Cendekiawan & Firmansyah, 2024).

As a country with the largest Muslim population in the world, where approximately 87%
of its citizens adhere to Islam, Indonesia has substantial potential to develop Islamic finance
(World Population Review, 2026). Sukuk is an Islamic finance instrument that has developed
significantly and provides financing for infrastructure development and the real sector. In
Indonesia, corporate sukuk have experienced notable growth. During the COVID-19 pandemic,
while the Indonesia Composite Index (IHSG) declined to approximately IDR 3,900, the
outstanding value of corporate sukuk continued to increase from IDR 16,804 billion to IDR
37,000 billion (Prasetyo et al., 2025). Nevertheless, this growth has not been accompanied by a
substantial increase in market share, as corporate sukuk accounted for only 16% of the total
outstanding bonds and sukuk in Indonesia in 2025 (IDX, 2025). In addition, Islamic financial
literacy and inclusion remain relatively low, with an Islamic financial inclusion rate of only 13.41%,
compared with 79.71% for conventional financial inclusion (OJK, 2025). These findings suggest
that corporate sukuk continue to play a relatively limited role compared with sovereign sukuk and
conventional bonds, highlighting the need for further empirical evidence regarding their
contribution to economic growth.

Beyond commercial Islamic finance, Islam also provides social finance instruments. Zakat
is a principal instrument of Islamic social finance that promotes income redistribution, alleviate
poverty, and improve social welfare (Hassan et al, 2021). Indonesia continues to face
socioeconomic challenges, with a poverty rate of 8.47% and a Gini ratio of 0.363, indicating
persistent income inequality (BPS, 2026b, 2026a). In this context, effective zakat collection and
distribution play an essential role in addressing these issues. According to BAZNAS (2025), the
estimates zakat potential in Indonesia amounts to IDR 326.7 trillion. However, zakat distribution
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in Indonesia amounted to only IDR 283 billion in 2025. However, actual zakat distribution
amounted to only IDR 283 billion in 2025. This considerable gap reflects the suboptimal
collection, management, and distribution of zakat funds, as well as limited public awareness of
official zakat institutions. Consequently, further research is required to examine the role of zakat
as an Islamic social finance instrument in promoting Indonesia's economic growth.

Previous studies suggest that green bonds, sukuk, and zakat have an impact on economic
growth by increasing investment, strengthening the real sector, and improving welfare distribution.
Nghiem et al. (2026) and Manasseh et al. (2026) found that green finance, represented by green
bonds, positively influences economic growth in the short and long run across developing and
Asian economies. However, Siahaan et al. (2025) found that green bonds have an insignificant
impact on economic growth in European Union countries. Similarly, several studies have found
that sukuk positively and significantly contribute to economic growth (Hidayat & Laksamana,
2024; Safitri et al., 2025; Ulfa & Roosmalitasari, 2022). In contrast, Alvionita (2021) and Safitri et
al. (2024) reported insignificant results, which they attributed to the suboptimal allocation of sukuk
funds for infrastructure development and investment projects.

Empirical findings regarding zakat are also mixed. Zaky & Badriyah (2024) and Siswantoro
& lkhwan (2023) found that zakat positively affects long-term economic growth by increasing
household consumption. Likewise, Diana et al. (2026) demonstrated that the distribution of Zakat,
Infaq, and Sadagah (Z1S) effectively reduces poverty and promotes economic growth. However,
other studies concluded that zakat has an insignificant direct or short—run impact on economic
growth due to its underutilized potential and ineffective utilization (Azzahra et al., 2025; Choris et al.,
2026; Miftahuda & Galuh, 2025)

However, several research gaps remain in existing literature. Most past research have
examined green bonds, sukuk, and zakat separately or have combined only one or two of these
instruments. Consequently, existing studies have not provided a comprehensive understanding of
how these three financing instruments jointly contribute to Indonesia’s economic growth.
Moreover, the inconsistent findings reported in previous studies indicate that the impacts of green
finance and Islamic finance on economic growth requires further empirical analysis.

To address these gaps, this study offers several contributions. First, it integrates green
bonds, sukuk, and zakat into a unified analytical framework to examine their combined effects on
economic growth. Second, it employs quarterly data covering the 2018-2025 period, including
before, during, and after the COVID-19 pandemic, thereby capturing dynamic behavior of these
financial instruments under different economic conditions. Third, this study applies to the ECM
(Error Correction Model) to distinguish between short run and long run impact of green bonds,
sukuk, and zakat on economic growth. Accordingly, this research aims to examine the impact of
green bonds, sukuk, and zakat on economic growth in Indonesia.

METHODS

This research adopts a quantitative research approach to analyze the impact of green bonds,
sukuk, and zakat on economic growth in Indonesia. This analysis uses quarterly time—series data
for the 2018-2025 period, representing Indonesia’s economic conditions throughout the study
period. The data are secondary in nature and were collected using the documentation method
through downloading, recording, and processing data obtained from the official websites of

relevant institutions, including Statistics Indonesia, Indonesia Financial Services Authority (OJK),
AsianBondsOnline, and Indonesia National Zakat Agency (BAZNAS).
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This research uses saturated sampling, in which all population is included as the research
sample, resulting in a total of 32 quarterly observations (Sugiono, 2017). The dependent variable
is economic growth (Y), represented by Gross Domestic Product (GDP). The independent
variables consist of green bonds (X), sukuk (X3), and zakat (X3). The operational definitions of
the variables in Table 1.

Table 1 Data Sources

Variable Indicator Source

Green Bond (X1) | Oustanding Green Bond in AsianBondOnline
Indonesia

Sukuk (X2 Outstanding Corporate OJK
Sukuk in Indonesia

Zakat (X3) Zakat Distribution in BAZNAS
Indonesia

Economic Growth | Gross Domestic Bruto BPS

) (GDP) Constan Prices by
Expenditure in Indonesia

Source: Researcher’s processing (2026)

The data analysis employed the ECM (Error Correction Model) with the assistance of
EViews 13 software. According to (Gujarati & Porter, 2009), the long run regression function is
formulated as follows:

Y, =ay+a X1, + a, X2, + a3X3;
Based on the long run, the short run regression is formulated as follows:
DY), = Bo + B1D(X1), + BD(X2), + B3D(X3), + u,

Note:
Y; = Economic growth at period t
X1, = Green bond at period t
X2 = Sukuk at period t
X3 = Zakat at period t
D = Changes at first difference level
Bo, Ao = Constanta

B1, B2, B3, a1, ay, az = coefficients regression

U = efrror correction term

Before estimating the ECM, the regression model was evaluated through classical diagnostic
testing (Ghozali & Ratmono, 2017). These tests include:
(1) Normality test: probability value Jarque—Bera (JB) > 0.05.
(2) Multicollinearity test: the Variance Inflation Factor (VIF) < 10.
(3) Heteroskedasticity test: probability value Breusch—Pagan test > 0.05.
(4) Autocorrelation test: probability value LM test > 0.05 or Durbin—Watson (DW) statistic
satisfying the criterion (DU = DW =< 4-DL)
After the data satisfy the classical assumption tests, stationarity test uses Augmented Dickey—
Fuller (ADF), followed by the Engle—Granger (EG) cointegration test to verify long—run
equilibrium. The ECM is subsequently employed to estimate short—run and long—run impact of
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green bonds, sukuk, and zakat on economic growth. Finally, hypothesis test using the coefficient
of determination (R?), F—test, and t—test at a 5% significance level (Ajija et al., 2011).

RESULTS AND DISCUSSION

RESULTS
Classical Diagnostic Test
This tests using the Ordinary Least Squares (OLS) method to ensure that the regression
model satisfies the Best Linear Unbiased Estimator (BLUE) assumptions. The tests included
normality, multicollinearity, heteroskedasticity, and autocorrelation tests.
Table 2 Classical Diagnostic Test Results

Classical Diagnostic

No Test Result Interpretation
1 | Normality Test Probability Jarque—Bera (JB) | Residuals are normally
0.901981 > 0.05 distributed.

2 | Multicollinearity Test | X1; X2; X3 Centered VIF | No multicollinearity
value = 4.458; 4.332; 2.962 <

10

3 | Heteroscedasticity Test | Prob. Chi—Square value = | No heteroskedasticity
0.7096 > 0.05)

4 | Autocorrelation Test Durbin Watson = 1.841, so | No autocorrelation
DU £ DW £ 4-DL based on the Durbin—

1.6503 < 1.8419 < 2.8195 Watson criterion
Source: Source: Data processed, 2026

The results indicate the regression model fulfills all classical assumptions. The Jarque—Bera
(JB) test shows the model is normally distributed, as the probability more than 0.05 (0.901981 >
0.05). The multicollinearity test demonstrates all independent variables have VIF value below 10,
indicating the absence of multicollinearity (green bond = 4.458, sukuk = 4.333, and zakat = 2.963).
The Breusch—Pagan—Godfrey test confirms that the model does not suffer from
heteroskedasticity, with a probability value of 0.7096 (> 0.05). Although the Durbin—Watson stat
= 1.8419 falls within the acceptance region (DU = DW < 4 — DL), it’s indicated the model no
autocorrelation problem. Therefore, the model of regression fulfills the classical assumptions and

proper for the next analysis.

Stationarity Test
Stationarity test was conducted to ensure the mean and variance of the data remain stable
over time. This procedure always uses for time—series analysis to avoid spurious regression.
Stationarity was examined using ADF value unit root test at both the level and first—difference
levels.
Table 3 Results of the Stationarity Test
. Level First Difference
Variable : :
Prob. Interpretation | Prob Interpretation

LOG_X1 | 0.2023  Non-stationary | 0.0000 Stationary

X2 0.9356  Non-stationary | 0.0000 Stationary

X3 0.7973  Non-stationary | 0.0000 Stationary

Y 0.9458  Non-stationary | 0.0000 Stationary
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Source: Data processed, 2026

The ADF test at the level indicates that all variables have probability values greater than
0.05, implying that green bonds (X;), sukuk (X3), zakat (X3), and economic growth (Y) are non-
stationary. Therefore, the variables were tested again at the first-difference level. The results show
that all variables become stationary with probability values of 0.0000 (< 0.05). Accordingly, all
variables are integrated of first—difference level and satisfy the prerequisite for cointegration

testing.

Cointegration Test
The cointegration test to examine long—run equilibrium from the model regression. The
Engle—Granger (EG) cointegration test was initially employed by applying the ADF test to the
residuals of the long—run regression.
Table 4 Engle—Granger Cointegration Results Test
Prob. Interpretation
0.0069  No cointegration

Source: Data processed, 2026
The Engle—Granger test produced a probability value of 0.0069 (> 0.05), indicate that a
long—run cointegrating relationship among the variables.

Error Correction Model (ECM)
Following the cointegration test, ECM estimated using the OLS method to examine the

short run and long run impact of independent variables on economic growth.
Table 5 Results of ECM Test

Variable Short Run Long Run
Coefficient t—statistic Prob. | Coefficient | t—statistic | Prob.
C 13857.39 0.943504 0.3541 1663830.00 | 5.617898 | 0.0000
LOG_X1 27110.80 0.313514 0.7564 93764.68 2.355452 | 0.0257
X2 6.031600 2.045837 0.0510 9.088375 5.455025 | 0.0000
X3 2.281504 1.648337 0.1113 6.302418 2.348354 | 0.0261
ECT -0.372473 -2.932601 0.0069

Source: Data processed, 2026
The estimated long—run and short—run equation is:
Y = 1.663.830,00 + 93764,68(X1) + 9,088375(X2) + 6,302418(X3)
Y = 13.857,39 + 27.110,80(X1) + 6,031600(X2) + 2,281504(X3) — 0,372473ECT

The ECM estimation indicates positive coefficients for all explanatory variables in the
short and long run. Economic growth (Y) shows a positive value of 13,857.39; 1,663,830 in the
short run and long run when independent variable is constant. In the short run, the coefficients
of green bonds, sukuk, and zakat are 27,110.80; 6.031600; 2.281504, respectively, suggesting that
increases in these variables are associated with higher economic growth. Similarly, the long run
coefficients of 93,764.68; 9.088375; and 6.302418 indicate that green bonds, sukuk, and zakat
contribute positively to Indonesia’s economic growth over time. The ECT is negative (-0.372473)
and significant (p = 0.0069), indicates that 37.25% of short—run disequilibrium is adjusted toward
the long—run equilibrium in each period.

Hypothesis Testing
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Hypothesis testing was performed using the coefficient of determination (R?), the F-test,
and the t-test to evaluate the explanatory power of the model and the significance of the
independent variables.

Table 6 Coefficient of Determination
Long Run Short Run
R—squared 0.929772 | R—squared 0.354399
Adjusted R—squared  0.922247 | Adjusted R—squared  0.255075
Source: Data processed, 2026

Adjusted R? value for the short run is 0.255075, indicating that 25.51% of the variation in
economic growth can be explained by green bonds (X1), sukuk(X2), and zakat(X3), while the
remaining 74.49% is explained by other factors outside the model. In contrast, the long run has

an adjusted R? of 0.922247, implying that 92.22% variation in economic growth is explained by
green bonds(X1), sukuk(X2), and zakat(X3), with only 7.78% attributable to other factors.

Table 7 Results of F-Test
F—table Long Run Short Run
2,95 F—statistic 123.5664 | F—statistic 3.568134
Prob(F-statistic)  0.000000 | Prob(F—statistic) 0.018979
Source: Data processed, 2026

The F—test results indicate the regression model is significant in the short and long run.

Since the probability values are below the 5% significance level, green bonds(X1), sukuk(X2), and
zakat(X3) have a significant impact on Indonesia’s economic growth.

Table 8 Results of t-Test
Short Run Long Run

t—statistic | Prob. | t—statistic | Prob.

C 1.70113 | 0.943504 | 0.3541 | 5.617898 | 0.0000

LOG_X1 | 1.70113 | 0.313514 | 0.7564 | 2.355452 | 0.0257

X2 1.70113 | 2.045837 | 0.0510 | 5.455025 | 0.0000

X3 1.70113 | 1.648337 | 0.1113 | 2.348354 | 0.0261

ECT 1.70113 | -2.932601 | 0.0069

Source: Data processed, 2026

Variable | t—table

The t—test results reveal different impacts across the short and long run. Green bonds (X;)
insignificant impact on economic growth in the short run (p = 0.7564>0.05), but they have a
positive and significantly impact in the long run (p = 0.0257<0.05). Sukuk (X3) insignificant
impact on economic growth in short—run (p = 0.0510>0.05) and long—run has a positive and
significant (p<0.01). Likewise, zakat (X3) insignificantly on economic growth in the short run (p
= 0.1113>0.05), but zakat has a positive and significant long—run impact (p = 0.0261< 0.05).
Overall, the results support the proposed hypotheses. Green bonds, sukuk, and zakat contribute
to Indonesia’s economic growth during 2018-2025. However, the impact of green bonds, sukuk

and zakat become significant only in the long run.

DISCUSSION
The Impact of Green Bond on Economic Growth

The empirical results indicate that green bonds have insignificantly impact on economic
growth in the short run. However, green bonds have a positive and significant impact in the long
run. These results suggest that the economic benefits of green bond financing require time to
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materialize. Approximately 80% of green bond proceeds in Indonesia are allocated to renewable
energy, environmentally friendly transportation, waste management, and sustainable infrastructure
projects. These projects typically involve lengthy planning, construction, and operational phases
before generating measurable improvements in production capacity and Gross Domestic Product
(GDP) (Bank Indonesia, 2025a). Furthermore, Indonesia's green bond market remains dominated
by sovereign issuances, while corporate green bonds account for only a small proportion of the
market. Compared with conventional bonds and corporate sukuk, the overall market share of
green bonds also remains relatively limited.

The insignificant short—run impact is consistent with Investment Theory proposed by
Keynes (19306), which argues that increased investment stimulates aggregate demand through the
multiplier effect, thereby accelerating economic growth (Fatmawati et al., 2025). From this
perspective, investment mobilized through green bonds should immediately contribute to higher
economic growth. However, this results consistent with Gull et al. (2023), Siahaan et al. (2025),
and Jenia & Merietza (2025) who found that green bonds do not significantly influence short—run
economic growth. This result may be attributed to the relatively low issuance volume, the distinct
characteristics of the green bond market compared with conventional bond markets, the limited
maturity of the green finance market, and the substantial investment and structural adjustments
required for green economy transition.

In long run, green bonds have a positive and significant impact on economic growth. This
result supports the Endogenous Growth Theory proposed by Romer (1990), which emphasizes
that investment in capital, innovation, and technological advancement is a key of sustained
economic growth (Prastiwi et al., 2025). Green bonds not only expand productive capacity but
also encourage productive investment, improve energy efficiency, accelerate the adoption of
environmentally friendly technologies, and create green jobs. These mechanisms strengthen the
real sector, enhance long-term productivity, and promote environmentally sustainable and
inclusive economic growth (ICMA, 2025; IRENA, 2020; SMI, 2023). Consequently, the economic
contribution of green bonds becomes more evident after financed projects are completed and
begin generating value added for the economy.

These findings are further supported by the Sustainable Development Bond and Green
Bond Report from World Bank (2021), which highlights that green bonds are long—term financing
instruments designed to strengthen both economic development and environmental sustainability.
Moreover, the increasing green bonds issuance and implementation in multiple sustainable
projects in Indonesia. It is demonstrated the government commitment to accelerating the
transition toward a low—carbon economy and achieve the Sustainable Development Goals
(SDGs). Therefore, although green bonds do not generate immediate economic benefits, they
have an important role to supporting sustainable economic growth over the long term. This
conclusion supported Nghiem et al. (2026), Joyonegoro et al. (2023), Zhou & Guo (2026), and
Sharma et al. (2025) who found that green bonds contribute positively to long-run economic
growth by stimulating investment, fostering sustainable innovation, and supporting the

continuous development of sustainable infrastructure.

The Impact of Sukuk on Economic Growth

The empirical findings indicate that sukuk has insignificantly impact on economic growth
in the short run. However, sukuk have a positive and significant impact on Indonesian’s economic
growth in the long run. These findings suggest that the economic benefits of sukuk financing
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require time to materialize. In Indonesia, the contribution of corporate sukuk remains relatively
limited, accounting for only around 16% of total outstanding bonds and sukuk. Moreover, the
relatively low level of Islamic financial inclusion, at approximately 13% compared with 79% for
conventional financial inclusion, may constrain the development and demand for sukuk in the
short run. In addition, funds raised through sukuk are generally allocated to infrastructure, real—
sector activities, and productive projects whose economic benefits require time to affect national
output.

In the short run, these findings support Investment Theory by Keynes (19306), that
investment decisions depend on the expected rate of return from capital relative to its cost (Hia,
2025). Therefore, an increase in sukuk does not necessarily translate immediately into higher
output because the financed projects require time to be realized and generate returns. The
multiplier effect of investment also occurs gradually through increases in income, consumption,
and aggregate demand. As investment is realized and economic activity increases, sukuk can
enhance national output and ultimately contribute to economic growth. In contrast, the result
consistent with Miftahuda & Galuh (2025) and Alvionita (2021), who found that sukuk does not
significantly influence short—run economic growth. This result is associated with the relatively
limited contribution of corporate sukuk compared with conventional bonds and the time required
for sukuk- to generate economic impact.

In the long run, sukuk has a positive and significant impact on economic growth. This
finding consistent with Endogenous Growth Theory by Romer (1990), which identifies
investment and innovation as key drivers of productivity and sustained economic growth (Prastiwi
et al.,, 2025). Sukuk represent an innovative Islamic financial instrument whose proceeds are
directly allocated to productive activities, including infrastructure development, real sector
expansion, and business investment. These results are also supported Magashid al—Shariah Theory,
which emphasizes that all economic activities in Islam should prevent harm (wafsadah) and
promote public welfare (masiahah). As an Islamic financial instrument, sukuk embody the
objectives of hify al-mal (the protection and development of wealth), 4ifz a/~nafs (the protection of
life), and Aifz al—aql (the protection of intellect) by financing productive investments that are free
from riba (interest) and speculation (Lestari et al., 2025).

Sukuk proceeds are primarily directed toward infrastructure development, healthcare
facilities, educational services, and other productive sectors. These investments enhance economic
activity, improve productivity, generate employment opportunities, generate household income,
expand access to public services, strengthen human capital, and improve overall quality of life.
Consequently, sukuk contribute not only to higher GDP and economic growth but also to
equitable, inclusive, and sustainable development in the principles of Islamic economics.

The findings are supported by previous empirical studies. Novitasari & Arundina (2023)
found that sukuk have a positive and significant impact on both short—run and long—run economic
growth in Indonesia, primarily because they provide financing for productive projects while
promoting Islamic financial inclusion. Similarly, Kurniawan et al. (2025) and Nurcholis et al. (2024)
found that sukuk positively contribute to Indonesia's economic growth by financing real sector
investment and supporting infrastructure development. These findings reinforce the role of sukuk
as an effective financing instrument for achieving sustainable economic growth while
simultaneously advancing the objectives of Islamic finance.

The Impact of Zakat on Economic Growth
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The empirical findings indicate that zakat has insignificantly impact on economic growth
in the short run. However, zakat has a positive and significant impact on economic growth in the
long run. These findings suggest that the economic benefits of zakat distribution require time to
materialize. In Indonesia, zakat funds are allocated not only for consumptive but also for
productive programs, including economic empowerment, education, and healthcare. Such
programs generate long-term socioeconomic benefits rather than immediate economic outcomes.
Moreover, throughout the study period, zakat collection remained substantially below its estimated
national potential, limiting its contribution to short—run economic activity.

In contrast, the present result aligned with Choris et al. (2026), Khafiah et al. (2026), and
Azzahra et al. (2025) who reported that zakat does not significantly influence short—run economic
growth. This outcome is attributed to the relatively low level of zakat collection, suboptimal
institutional management, and the fact that productive zakat programs require time to improve
beneficiaties' productivity and income—generating capacity.

In the long run, zakat contributes positively and significantly to Indonesia’s economic
growth. This result is consistent with Endogenous Growth Theory by Romer (1990), which
emphasizes that investment in human capital, innovation, and productivity constitutes a
fundamental driver of sustained economic growth. Productive zakat programs directed toward
education, healthcare, and economic empowerment enhance the quality of human capital, expand
entrepreneurial opportunities, promote a more equitable distribution of income, and strengthen
the real sector (Prastiwi et al., 2025). Collectively, these mechanisms improve productivity and
support long-term economic growth.

The findings are also in support with the Magashid al~Shariah Theory, articularly the
objectives of hify ad—din (the protection of religion), hify al-mal (the protection and development
of wealth) and hifz al-nafs (the protection of life) which emphasize public welfare (asiahah) and
poverty alleviation (Lestari et al., 2025). Through its income redistribution mechanism, zakat plays
a crucial role in reducing poverty, narrowing income inequality, and improving social welfare.
These socioeconomic improvements ultimately create a stronger foundation for inclusive and
sustainable economic growth.

The present findings are supported by previous empirical studies. Zaky & Badriyah (2024)
and Siswantoro & Ikhwan (2023) found that zakat has a positive and significant long—run impact
on Indonesia’s economic growth by improving social welfare, increasing household consumption,
enhancing productivity, and income redistribution. Similarly, Kurniawan et al. (2025), Syah et al.
(2025), Ashfahany et al. (2023), Ramadhanty & Ryandono (2025), and Prawoto & Basuki (2024)
found that zakat positively and significantly contributes to long-run economic growth through its
role in strengthening human capital, reducing poverty, and fostering inclusive economic

development.

CONCLUSION

This research aims to analyze the impact of green bonds, sukuk, and zakat on Indonesia's
economic growth over the 2018-2025 period. The results finding, in the short run, only sukuk has
a positive and significant impact on economic growth. In contrast, green bond and zakat do not
significantly influence Indonesia's economic growth in the short run. However, in the long run, all
three financial instruments, including green bond, sukuk, and zakat, have positive and significant
effects on economic growth. These findings suggest that the economic benefits of green bond and
zakat require time to materialize through sustainable investment, human capital development, and
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economic empowerment. By contrast, sukuk generates a more immediate impact because they
directly finance productive sectors and infrastructure development. Overall, this study provides
additional empirical evidence that green finance and Islamic finance are strategic instruments to
inclusive and sustainable economic growth in Indonesia.

Despite these contributions, this study has several limitations. First, it focuses solely on
three financial indicators, such as green bond, sukuk, and zakat. Second, the analysis is limited to
the 2018-2025 observation period. Future research is therefore encouraged to incorporate a
broader range of sustainable and Islamic finance instruments, such as green loan, green stock, wagf,
infaq, and sadaqah, as well as relevant macroeconomic variables. Extending the observation period
and employing alternative econometric approaches may also provide more comprehensive
insights. In a policy perspective, the result suggest that government and relevant stakeholders
should strengthen the regulatory framework supporting the development of green bond and
sukuk, encourage greater private sector participation through appropriate incentives, and enhance
the monitoring of fund allocation and utilization. In addition, improving the collection and
productive distribution of zakat is essential to maximize its contribution to sustainable and
inclusive economic growth in Indonesia.
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