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Abstract

Islamic banking is a banking system that follows Islamic law (Shariah). It is based on the principles of
sharing risk and profits and making ethical investments. Islamic banking has been growing rapidly in
recent years and is becoming a key player in the global financial system. In this article, the role of Islamic
banking in supporting sustainable development in Asia is explored, highlighting its potential in
environmental conservation, energy efficiency, and economic efficiency. The Sustainable Development
Goals (SDGs) are the United Nations' (UN) Goals. The study is quantitative, using a systematic approach
to collect and analyze data. Islamic banks have greater incentives to invest in green, sustainable, and
environmentally friendly companies and are more inclined to finance social and economic development
projects that help the poor and disadvantaged. The data recorded in MIX Market is from Asia between
2016 and 2025. Data analysis was conducted using a statistical program, STATA 17 and panel data
analysis. The data were analyzed to assess the influence of Islamic banking on three efficiency factors:
environmental, energy, and economic. The outcomes of this study clearly explain the possible ways in
which Islamic banking supports sustainable development. Islamic banking has been seen to be
sustainable and to promote environmentally friendly and energy-efficient enterprises and projects. By
supporting environmentally friendly businesses and projects, Islamic banking boosts economic, energy,
and environmental efficiency by giving customers access to funds for projects and businesses that
would otherwise be unavailable in the formal financial system.

Introduction

Sustainable development is a major priority in the rising economies and population in Asia. Sustainable
development plays an important role in addressing critical environmental, social, and economic issues in
Asia (A. Jan et al,, 2021; Arauskis et al., 2021). This context has seen the rise of Islamic banking, which
may be a catalyst for promoting sustainable development goals (SDGs) in the region. Principles of social
justice, equal distribution of wealth, and environmental stewardship are at the heart of Islamic banking,
which is based on ethical and Shariah-compliant procedures (Pathan et al., 2022). The architecture of
Islamic banking in Asia has great potential to contribute to sustainable development because it reflects
values consistent with the SDGs. Existing literature on Islamic finance and SDGs focuses mainly on the
international level. However, the SDGs also have a role to play in the Asian context, and Islamic banking
can help achieve SDG targets (Bosu et al., 2023). This study aims to fill that gap by examining Islamic
banking's role in achieving the objectives of Asia's SDGs, with a special focus on resource maximization
and cost-effectiveness.

The present study aims to explore the potential role of Islamic banking in achieving Asia's sustainable
development goals, such as environmental protection, energy conservation, and fiscal stability. This will
be done by addressing the question below: How can Islamic banking promote environmental, energy, and
economic efficiency even in Asia and help achieve other sustainable development goals?
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Many studies are available on Islamic banking and SDG goals; however, few studies examine the impacts
of Islamic banking on SDG targets in Asia (Gokgoz & Yalgin, 2022; A. Jan et al., 2023). Previous studies
have helped address global challenges but have failed to investigate the more specific characteristics
and challenges those Asian countries face (Khan & Badjie, 2022; Samusevych et al., 2023; Wang et al.,
2023). Therefore, the current research aims to address this information void by conducting a
comprehensive evaluation of the role of Islamic banking applications in achieving the SDGs, providing
insights and perspectives for academia, policymakers, and practitioners.

The project intends to increase awareness and use of Islamic banking as a catalyst for the future
development vision for Asia. The results of this study will help to fill a few gaps in our knowledge. This is
because it focuses on the potential role of Islamic banking in bringing Asia closer to its long-term
development aspirations through its emphasis on environmental, energy, and economic efficiency. The
results open several avenues for how Islamic banking may play a supporting role in the region's
environmental agenda. Another benefit of this research is to provide empirical evidence to support
Islamic Banking principles in Asia's Sustainable Development framework.

Literature Review

In Asia, there has been a significant amount of research on the potential of Islamic banking in promoting
SDGs. This literature review examines how Islamic banking contributes to SDG achievement and the
interrelationships among the SDGs from the perspectives of environmental, energy, and economic
efficiency. This study aims to reveal how Islamic banking seeks to improve sustainable development in
the Asian context and the challenges it faces (Gareeb and Doufa, 2022; Samusevych et al., 2023;
Tabebore, 2022). This literature review follows a natural approach and focuses on the potential of
Islamic banking to support SDG 7 (affordable and clean energy), SDG 13 (Climate action), and SDG 15
(Life on land) in its triple dimension (economic, Environmental, Social) for the Asian region.

This literature review examines literature that covers the Islamic point of view about environmental
sustainability (Guoyan et al., 2021; Thao et al., 2022; Alamsyah & Uddin, 2024); Islamic banking
environmental financing and investment practices; and specific efforts made in environmental protection
by Islamic banks in Asia and assesses the results of the above efforts (Thao et al., 2022). The research
integrates existing research to provide insights into the possibilities of Islamic banking to support SDGs
and, in the Asian context, to help with environmental and economic sustainability.

The Concept of Environmental Sustainability in Islamic
Teachings

Islamic thought and teachings emphasize the preservation and conservation of nature as a Divine Trust
(Pathan et al., 2022). This review of the relevant literature explores the Islamic viewpoint on
environmental sustainability. The results indicate that Islamic values have a holistic perspective and can
address environmental problems (Lanzara, 2021; Yani Ismail et al., 2020). This review highlights the
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importance of further research and application of these thoughts towards environmental sustainability in
Muslim communities and elsewhere.

Environmental stewardship, conservation, and sustainable use of nature are highlighted in the
Fundamental teachings and concepts through using textual analysis of the Qur'an, Hadiths, and Islamic
jurisprudence (Araminta et al., 2022; Lanzara, 2021). In terms of environmental protection, the roles of
concepts of Islam, 'Khalifa' (stewardship) and 'Amanah’ (trust) are mentioned (Muhmad et al., 2021).

Environmental Financing and Investment Practices in Islamic
Banking

Islamic banks are used to aid in environmental protection. This study discusses the potential of Islamic
banking to advance environmental concerns and provides feedback on the challenges and opportunities
Islamic financial institutions face. This paper illuminates the history of green banking in the Islamic
financial system and identifies potential areas for further research (Omercic, 2022; Uddin, 2024). In this
section, we delve into the tools and strategies. It relates to Islamic insurance, 'Takaful, and its potential
to mitigate environmental risks (Rukiah et al., 2024). The piece further explores the possibility of
financing green projects with Sukuk, such as environmentally friendly infrastructure construction and
waste disposal systems (Rahman et al., 2020). This also explores the application of Islamic banking
principles of ESG (environmental, social and governance).

Case Studies of Islamic Banks' Initiatives for Environmental
Conservation in Asia

Islamic banks are innovative financing institutions that emphasize the moral and sustainable aspects
(Uddin & Haque, 2024).). In this article, the authors explore the many ways Islamic banks in Asia have
built environmental considerations into their businesses and discuss the outcomes and challenges of
this. (Yani Ismail et al., 2020) This offers case studies of Islamic financial institutions in Asia that have
applied and implemented environmental protection policies and activities (Uddin et al., 2021). Some of
the outcomes mentioned include Green Technology Investment, Sustainable Agriculture and linkages
with Environmental Organizations (Pathan et al., 2022). The scope of this research will cover an analysis
of the programs' tactics, obstacles, and results, which would help further understand the possibility of
implementing Islamic Banking concepts for environmental sustainability in Asia.

Impacts and Outcomes of Islamic Banking on Environmental
Sustainability in Asia

It explores the importance of green finance uptake and green practices in general in the efforts of
Islamic banks to reduce carbon footprint(s) (Abdurrehman et al., 2021; A. Jan et al., 2021). The paper

also highlights the need for regulatory frameworks, stakeholder coordination, and awareness campaigns
Page 4/21



to realize the potential of Islamic banking in fostering environmental sustainability in the country to the
fullest. Pathan et al. (2022) also discuss the possibility of including environmental considerations in
every part of Islamic financial organizations and how to overcome these obstacles.

Islamic banking can contribute to achieving the SDGs by integrating environmental considerations into
financial practices, supporting a more sustainable and prosperous future in Asia. In Western countries,
the literature mainly focuses on sustainability to demonstrate the high potential of Islamic banking for
sustainable development. For Asian countries, although there are many references in the literature, like
Western countries, this paper will focus on scholars' views on the aspects of sustainable development:
environmental preservation, energy saving, and all-round economic efficiency (Jan et al., 2023; Yani
Ismail et al., 2020). Islamic Sharia principles should be linked to the environmental principles of
sustainable development for r effective implementation in the banking sector (Abdurrehman et al.,
2021).

Conceptualizing Islamic Banking and Sustainable Development
Goals

The study reviews existing studies on Islamic banking and the SDGs (A. Jan et al., 2023). It examines
legal frameworks, standards, capacity building, and stakeholder education. It discusses the theoretical
aspects of Islamic Banking and its potential contribution to implementing the SDGs (Khan & Badijie,
2022). The findings add to the understanding of the important role of Islamic finance in promoting
economic development, social justice, and environmental sustainability and how the SDGs can leverage
the strengths of Islamic finance while promoting its development objectives (Samusevych et al., 2023).
Furthermore, it highlights the opportunity for Islamic finance to attract funds for such green investments
and long-term infrastructure projects.

A grasp of the connection between Islamic finance and SDGs is of compelling importance. Islamic
banking is a way of banking based on the teachings of the Holy Book of Islam (the Qur'an) and other
laws that govern the practice of Islam. Islamic banking operates according to Shariah law, which
prohibits exploitative banking practices and encourages almsgiving and generosity (Abdurrehman et al.,
2021; A. Jan et al., 2022). The Sustainable Development Goals (SDGs) developed by the United Nations
(UN) provide a lens for addressing global issues, considering the environmental, social, and economic
dimensions of a problem. By doing so, we highlight the possibility of synergy between Islamic banking
and the SDGs to drive sustainable development in Asia and explore the underlying concepts of Islamic
banking.

Islamic Banking's Contribution to Environmental
Sustainability
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Islamic financial institutions can raise environmental awareness among all stakeholders—clients and
employees (Bosu et al., 2023). However, several challenges must be addressed for Islamic finance to
become truly environmentally friendly. This is a challenge as the Islamic financial sector is still small
compared to the conventional financial sector (Gokgoz & Yalgn, 2022; A. Jan et al., 2023). As a result,
Islamic financial institutions may have limited financial strength to engage in green activities. Moreover,
there is a lack of clarity in standards for how Islamic banks can invest in environmentally friendly
ventures without compromising Shariah requirements (A. Jan et al., 2022).

However, the emergence of Islamic finance has captured attention since it can be a means of creating
environmental sustainability (Abdurrehman et al., 2021). Institutions such as the Islamic Development
Bank and the World Bank are among the few institutions attempting to promote Islamic economics and
finance as a means for ecological sustainability (Guoyan et al., 2021). As Muslims' financial system
grows, Islamic banks will play a more important role in promoting environmental sustainability.

Islamic finance has demonstrated some ‘promising moves’ in its journey toward the cause of
Sustainable Development (SD). The authors highlighted studies that demonstrate the potential of Islamic
banking principles to achieve SDGs in the environmental sector (Iram et al., 2020; Pathan et al., 2022).
We examine Islamic banking, sustainable agriculture, and green finance strategies. This will also involve
a discussion of how Islamic social finance mechanisms, such as Zakah and Waqf, could support
environmental protection initiatives.

Energy Efficiency and Islamic Banking

Energy efficiency is a critical component of sustainable development. We are researching how Islamic
finance might help spread eco-friendly methods of production and consumption across Asia. We
examine energy-efficient infrastructure development, incorporating energy-efficiency concerns into
investment choices, and Islamic financing methods for Islamic banking projects (Iram et al., 2020;
Pathan et al., 2022). Additionally, the study explores how Islamic banks might support energy efficiency
and decarbonization efforts.

The research indicates that energy efficiency and Islamic finance align in their efforts to promote
sustainability and ethical resource management (Lanzara, 2021; Yunus et al., 2023). Islamic banks
adopting energy-saving techniques may benefit society, the environment, and the economy (Araminta et
al., 2022). To fully grasp this partnership's potential, however, several obstacles must be overcome, and
possibilities must be investigated. Future research should examine practical implementation strategies,
the measurement of the impact of energy-efficient projects supported by Islamic banks, and the long-
term advantages of this integration.

Economic Efficiency and Islamic Banking
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The efficient use of resources is as crucial to sustainable development as the conservation of the
environment and energy and is essential to economic sustainability. Islamic banking has been discussed
in the context of economic growth and expansion, poverty alleviation, and progress of Asia (Araminta et
al., 2022). Here, research focuses on the role of Islamic banks in creating an environment conducive to
business creation, providing access to credit for marginalized populations, and strengthening small and
medium-sized enterprises (SMEs) (Muhmad et al., 2021; Zhao et al., 2022). Micro-takaful and Islamic
microfinance approaches are explored in terms of their economic opportunities and ability to reduce
income inequality (Araminta et al., 2022).

In this research, the environmental, energy, and economic efficiencies of Islamic banking were
highlighted as important elements to achieve sustainable development goals in Asia (Domagaa &
Kadubek, 2023; Thao et al., 2022). A literature review indicates that Islamic banking could contribute to
sustainable development by encouraging ethical and socially responsible banking activities. However,
there is still a need for an empirical study to assess the effectiveness and scalability of Islamic banking
activities in achieving the SDGs in the context of Asia (Guoyan et al., 2021). This analysis will guide
future research and assist policymakers and practitioners in identifying the most effective ways to use
Islamic banking to facilitate Asia's transition to a more sustainable economic model.

Research Methodology

In this study, the countries with high carbon emission rates, including Iran, China, Indonesia, India, Japan,
Saudi Arabia, Russia, and South Korea, are studied to identify the impact of Islamic banking production
and consumption, creativity, and Sustainable Development Goals (SDGs) on environmental efficiency and
sustainable economic development (Lanzara, 2021; Omercic, 2022; Pathan et al., 2022; Thao et al.,
2022). The data used in this study were collected from 2016 to 2025 from the WDI. In this investigation,
we explore the connection by using both random and fixed models. The available data make it possible
to estimate the following equation.

IB 5 it =00 + B1 Eit + B2 ECit + B3CRIt + BAEEit + €t ..oocccoeee oo 1
SDGSit =a0 + B1 Eit + B2 ECit + B3CRit + BAEEit + €it....c.eveveereeee e 2
Where.

IB, = Islamic Bank

SDGs = Sustainable Development Goals

i = Country

t=Time

E = Energy Efficiency
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EC = Economics Efficiency
CR = Creativity
EE = Environmental Efficiency

Another research-dependent variable (RDV) is GDP growth, which is a proxy for sustainable economic
development (Miled et al., 2022). The ecological damage in this investigation was proxied by carbon
emissions, measured as a percentage of GNI. In addition, four Islamic banking-related variables were
also incorporated in this study, such as Islamic banking output (as a percentage of the overall
environmental output), Islamic banking energy consumption (as a percentage of total energy
consumption), R&D expenditure (as a percentage of GDP), and sustainable development goals (as the
SDGs). Table 1 presents numerous indices of assessment for evaluating the different construction
models (Black & Babin, 2019; Hair & Favero, 2019). Descriptive Statistics (SDGs) are used in the study to
uncover the features of the data. The correlation approach was used to examine the relationship
between the constructs and to determine whether a significant relationship exists (Hair & Favero, 2019).
To illustrate the multicollinearity between constructs, the variance inflation factor (VIF) was used in the
present study.

Table 1

Measurements of variables
Sl Contrast Measurements
01 SDGs, SDGs, damages (% of GNI)
02 R&D GDP growth
03 EC Economic Efficiency (% of total economic output)
04 E Energy (% of total energy consumption)
05 Creativity R and D (% of GDP)
06 EE Environmental efficiency provided by the financial sector (% of GDP)
Based on the Hausman test results, the random-effects model (REM) was applied to the data for
causality testing. REM can estimate and account for random coefficients (Saad et al., 2025; Maione
& Barbosa, 2019). Here are the REM equations:

Yit = B1 + B2 X 2it + B3 X 3it + B4 X 4it + =i +

Yit= B1 + B2 X 2it + B3 X 3it + B4 X 4it +
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The REM equation using the current study's variables is as follows:

IB,it = B1 + B2 ECit + B3 Eit + B4CRit + BSEEit + wit

SDGsit = B1 + B2 ECit + B3 Eit + B4CRit + B5EEit +

Data Analysis and Empirical Results

First, the SDGs for descriptive statistics used in the research will be the minimum and maximum values,
as well as the standard deviation and the mean value. The typical SDG for IB2 is 1.790, with E coming in
at 0.145 and EC at 0.630. The average values of SDGs (2.562) and EG (1.891) are less than the average
value for creativity (5.537). The descriptive information is shown in Table 2. Secondly, the interrelated
components in this investigation were presented in the correlation matrix. The result revealed that E, EC,
creativity, and Sustainable Development Goals (SDGs) were positively correlated.

On the other hand, all indicators move in unison in terms of economic efficiency due to these positive
correlations. Therefore, the increase in SDGs is observed with an increase in E, EC, CR and EE. The
correlation matrix is shown in Table 3. Thirdly, the present investigation's variance inflation factor (VIF) is
used to demonstrate multicollinearity among the constructs. If the VIF is below 5, then there is no
evidence of multicollinearity. For the model selection procedure, null and alternative hypotheses were
developed (Saad et al., 2026; Maione & Barbosa, 2019). The Hausman test was used to determine the
appropriate model to accept.

This means that the majority of E values are near zero, while a few are at the extreme positive and
negative ends of the range. The mean of EC is 0.630, and the standard deviation of EC is 0.354. This
indicates that most EC values cluster around the average, while some higher and lower values occur at
the extremes. The mean of CR is 5.537, and the standard deviation of CR is 0.406. Any extreme values
do not strongly skew the distribution of CR values compared to the other variables. The average of EE is
2.562, and the standard deviation of EE is 2.722. The distribution of the EE values is more even than the
other variables, and there are only a few extreme outliers.
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Table 2
Descriptive statistics

Variable Observation Mean SD Min Max

IB, 550 1.790 0.408 1.028 2.733
SDGs 550 1.891 0.387 1.045 3.722
E 550 0.145 0.130 0.105 0.593
EC 550 0.630 0.354 0.367 0.828
CR 550 5.537 0.406 4.099 6.346

IB2 has a favorable relationship with SDGs (0.542), E (-0.200), EC (-0.161), CR (-0.055), and EE (- 0.267),
as shown in Table 3. In this instance, not only will IB2 rise, but also will SDGs, E, EC, CR and EE. However,
none of the correlations are particularly high, indicating that there are no significant linear associations
between IB2 and the other components.

Table 3

Correlation Matrix
Variables 1B, SDGs E EC CR EE
(1) 1B, 1.000
(2) SDGs 0.542 1.000
(3) E -0.20 0.412 1.000
(4) EC -0.161 0.239 0.412 1.000
(5) CR -0.055 0.391 0.355 0.612 1.000

Each of the six variables used in this study reported a variance inflation factor (VIF) (as shown in this
table). The variance inflation factor (VIF) can be used to assess the extent of the multicollinearity
between the variables in a regression model. Each of the six variables used in this study has a variance
inflation factor (VIF) shown in this table. The variance inflation factor (VIF) can be used to assess the
extent of the multicollinearity between the variables in a regression model. When the VIF is 1, there is no
multicollinearity, and when the VIF is 10, there is significant multicollinearity. The low VIFs found in all six
variables of this research were E, with the highest VIF of 1.078. This indicates that multicollinearity in the
model is low. The values of descriptive statistics and correlation matrices show that the correlation of
IB2 with the SDGs is somewhat positive, and there is no significant multicollinearity in the model.
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Table 4

VIF
E VIF 1/VIF
1.078 0.919
EE 1.077 0.920
CR 1.075 0.922
EC 1.069 0.928
Mean VIF  1.078

A Random Effects Model is Appropriate. If the significance value, or the P, is greater than 0.05, then the
Random model will be implemented. If the significance value, or the P, is less than 0.05, the fixed model
will be used (Black & Babin, 2019). The P-values in Table 5 could be larger than five percent. Based on
this hypothesis, the results in Table 5 allow the null hypothesis to be accepted if the P-value is > 5
percent (0.05) (Hair & Favero, 2019). Hence, the regression analysis could be performed using the
random-effect model, and it is recommended to accept this model.

Random Effect Model

The random-effect methodology, beta coefficients, and P-values were used for this research. The results
of the estimates obtained with STATA are shown in Tables 6 and 7. As indicated in the statistics of E and
IB2, the results showed that there was a significant and negative association because the P value is
0.000 (P < 0.05) and there is a negative beta coefficient, as mentioned by Merkle et al. (2020) and Haque
et al., (2025), the data revealed. This research adopted a random-effects methodology and reported the
beta coefficient and P-values. The results of the estimates that were carried out with the help of the
STATA software are shown in Tables 6 and 7. As indicated in the statistics of E and IB2, the results
showed that there was a significant and negative association because the P value is 0.000 (P < 0.05) and
there is a negative beta coefficient, as mentioned by Merkle et al. (2020) the data revealed. Table 6
illustrates the linkages between the SDGs. The CR and EE with IB2 are both large and negative, with
positive beta coefficients and p-values < 0.05.

Furthermore, the variations in energy are explained by 57.1 percent of the understudy structures. The
findings of REM also revealed a positive association between creativity and sustainable development
goals (SDGs) and economic growth. Moreover, the selected constructs account for 54.7% of the variance
in economic growth. Table 7 indicates the REM.
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Table 5

Overviews
An overview of the test Chi-square Chi-square P
IB Random sample from the cross-section 5.123 2 0.772
A cross-sectional random sampling of SDGs  1.635 2 0.4414

Table 5 presents chi-square tests of independence for IB and SDGs. The Chi-square test is used to test
the significance of the association of two categorical variables. The chi-square values for IB were
significant at 5.123 and 0.772. IB has no impact on the SDGs. The p-values of the SDGs' chi-square tests
were very small (1.635, 0.4414). There are no connections between SDGs and IB. The relationships
between IB and SDGs are not significant, as indicated in chi-square tests. The p-value is the probability
that the results reported are due to chance if the variables had no relationship. The null hypothesis that
IB and SDGs are not related cannot be rejected, as the p-value obtained is 0.772 > 0.05. There is no
significant relationship between IB and SDGs (as indicated by the chi-square tests). The variables are
independent of each other. A chi-square test is inconclusive as to whether the variables are related. A
small correlation may have been missed using the chi-square test. IB and SDGs have yet to be studied.
This analysis could require more data or a different statistical test.

Table 6
The model of random effects (IB2)

IB, Beta SD t t P Sig
E -1.608 0.372 -4.60 -4.60 0.00 Hok
EC -0.701 0.179 -3.81 -3.81 0.00 ok
CR -0.212 0.162 -1.43 -1.43 0.043 =
EE -0.106 0.004 -26.50 -26.50 0.00 ok
Constant 4.914 1.230 3.96 3.96 0.00 ok
R-square 0.612 0.612 obs 550 550

F-test 8.940 8940 Prob>F 0.00 0.00

The results of the linear regression model that predicted IB2 based on E, EC, CR and EE are presented in
Table 6. The model was significant, with an R-squared value of 0.612, accounting for 61.2 percent of the
variance in IB2. The four independent factors were shown to have important effects on IB2. E's
coefficient was negative, meaning that the coefficient of E decreases IB2. The EC and CR coefficients
were also negative, meaning that increases in these variables lead to decreased IB2. EE raised IB2, as its
coefficient was positive. For all four coefficients, the p-values were less than 0.05, thus having
statistically significant impacts on IB2. The p-value represents the probability of observing the results
obtained if the independent factors did not affect the dependent factor. If the p-value is < 0.05, then that
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is statistically significant, and the independent factors do affect the dependent variable. There is
evidence that the four independent variables E, EC, CR and EE have an impact on IB2 in the linear
regression model. EE raises IB2; E, EC and CR lower it. The linear regression model is a statistical model,
rather than a causal model. The associations observed may be due to chance or other factors not
included in the model. Research is needed to examine the factors' connections. This may require further
information or another statistical method.

Table 7
Random effect model (SDGs)

SDGs Beta SD t P Sig
E 1.718 0.262 5.70 0.000  ***
EC 0.472 0.268 3.92 0.000  ***
CR 0.432 0.281 2.52 0.042  ***
EE 0.216 0.104 6.50 0.000  ***
Constant 4.877 1.330 3.96 0.000  ***
Overall R-squared  0.547 0.547 Number of obs

Chi-square 31.695 31.695 Prob > Chi? 0.000
R-squared within 0.467 0.467 R-squared between  0.358

In Table 7, a linear regression model to predict SDG from E, EC, CR, and EE is shown. The model
explained 54.7 percent of the SDG variance (R-squared = 0.54747). Four independent factors had a
substantial impact on SDGs. E was positively correlated with SDGs. EC coefficients and CR were positive,
meaning that SDGs increase with each variable. There was a positive relationship between EE and SDGs.
All four coefficients have p-values less than 0.05, indicating that all four have an appreciable effect on
SDGs. The p-value is a measure of the chance that the results obtained would occur by chance if the
independent variables had nothing to do with the dependent variable. If the p-value is less than 0.05, then
it is concluded that the independent variables affect the dependent variable.

The linear regression model indicates that the four independent variables E, EC, CR and EE have an
impact on SDGs. EE, E, EC and CR are factors that improve SDGs. The linear regression model is a
statistical model and NOT causal. Chance or other unconsidered elements of the model may explain the
observed associations. These model factors account for 46.7 percent of the variance in SDG within each
group, and the R-squared value is 0.467. The R-squared value of the model is 0.358, and the model
accounted for 35.8% of the SDG variance between groups. It is statistically significant with a chi-square
value of 31.695 and a p-value of 0.000. The model factors explain many of the SDG variances.

Findings
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The present study investigates how employing Islamic banking resources can benefit the company's
profit and the environment in the country. The results demonstrate a positive link between IBs and
improvements in environmental, energy, and economic efficiency.

This research confirms that the inclusion of RE in different economic processes, such as running a
company, making products and services, and marketing, can help organizations, including IBs, lower
their waste levels and boost productivity. As a result, organizations can produce better-quality products
with fewer resources and preserve environmental quality (Du et al., 2023; A. Jan et al., 2021; Arauskis et
al., 2021). The findings indicate that an organization's tendency to use energy-efficient or renewable
energy resources reduces hazardous EC, such as hazardous chemicals and polluted waste (Bosu et al.,
2023; Gokgoz & Yalcn, 2022; A. Jan et al., 2023).

Consequently, total spending is reduced, and production and marketing are enhanced at the same cost.
This is why Islamic banking helps enhance ecological efficiency (Samusevych et al., 2023; Wang et al.,
2023). These results have also been endorsed by an institution that claims that the utilization of the
resources offered by Islamic banking also supports the maintenance of the natural environment, the
integrity of natural resources, and the health of living organisms. In the business world, material and
human resources, such as these resources and live people, are used. These results also align with
previous findings, providing further evidence that the implementation of Islamic banking products has
made conventional businesses more environmentally efficient.

This results in high-quality products, a healthy atmosphere for the public, and a healthy working
environment for the organization's personnel. This means that the staff can carry out their work activities
effectively and enhance productivity. With the use of Islamic banking, there is no emission of harmful
pollutants in the environment, unlike the use of nonrenewable energy sources.

The research results also reveal that Islamic banking production has a positive connection with its
impact on the environment. The findings are consistent with the study, which indicates that EC is a non-
harmful product and doesn't contain any potentially harmful ingredients. Gongalo et al. (2022), Iram et al.
(2020), and Omercic (2022) found that it absorbs heat from the surrounding air, reducing harmful carbon
emissions. Emissions in these areas are lower because there are more opportunities to create Islamic
financial resources in regions that are trending toward developing such resources to meet the energy
needs of commercial enterprises. Moreover, business organizations that operate in these regions can
reduce the negative impacts of economic activities on the environment (Thao et al., 2022; Domagaa &
Kadubek, 2023).

The use of RE resources helps maintain a positive atmosphere and safeguard environmental quality.
Thus, production can be higher and better with the availability of outstanding resources and a strong
workforce. Therefore, Islamic banking resource development improves the quality of the environment,
natural resources, and human health, which consequently contributes to high production. These results
better illustrate the relevance of RE production in achieving environmental efficiency when compared
with production using non-renewable materials, shown in previous results.
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Creative thinking has been demonstrated to be significantly related to environmentally beneficial
behaviors. The results align with the results reported in other research studies, which claim that an
organization's employees can resolve environmental problems, including emissions, by (a) adopting a
new perspective towards the problem; (b) developing innovative solutions through analysis; and (c)
implementing these solutions during the business processes (D'Agostino et al., 2019; Lanzara, 2021;
Yani Ismail et al., 2020). The results support the notion that organizational personnel can solve
environmental problems, such as emissions. As a result, they might provide environmentally friendly
manufacturing, using the minimum resources and costs. Adopting this perspective, a possible definition
of creativity in the workplace could be the capacity to contribute that is new to the whole system.

The suggested innovation may involve changing, inventing, or adding value to the existing processes and
systems. The outcomes of the research indicate that organizations that are engaged in creative
activities stand a better chance of solving environmental problems while maintaining commercial
activities (Araminta et al., 2022; Zhao et al., 2022). The results also indicate that the Sustainable
Development Goals (SDGs) correlate positively with environmental efficacy. The authors have accepted
these results, demonstrating their relevance. The study demonstrates the relevance of the SDGs to
carbon-emission-related problems and increased environmental efficiency. The findings indicate that
using environmentally friendly resources can help corporate organizations achieve financial goals by
reducing energy-efficiency-related challenges (Muhmad et al., 2021).

Reducing emissions increases environmental effectiveness and quality. The recommendations are
substantiated by consistent data showing that corporations involved in SDG activities are as concerned
as those in the financial sector about reducing emissions. Overall, they improve their environmental
performance and long-term sustainability.

The study concludes that the Sustainable Development Goals (SDGs) have been connected to economic
growth. The findings are in line with previous research and indicate that financial stability drove
economic stability. There is evidence supporting this idea (Bosu et al., 2023; Du et al., 2023). In addition,
because of the emphasis placed on long-term objectives for economic growth, the connection between
economic efficiency and the Sustainable Development Goals (SDGs) is a fascinating topic of discussion
worldwide (Gokgoz & Yalcan, 2022; Jan et al., 2023). Why is that? It's because scholars have proposed
that governments can achieve financial success and economic stability while also reducing
environmental damage. Pollution and ecological imbalance are known as global economic and political
issues owing to their close association with social progress and human life. This is because pollution
and ecological imbalance are related to both aspects. These components are directly affected by
environmental problems (Samusevych et al., 2023; Wang et al., 2023).

The Sustainable Development Goals (SDGs) are a crucial part of long-term economic development
because they connect financial development, environmental improvement, and economic development,
according to the research. First, they connect financial development, environmental improvement, and
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economic development. Second, as a new financial model, they integrate environmental and social
protection with economic profits.

Research has demonstrated that creativity is a vital component of sustainable development and makes
a major contribution to the 2030 SDGs agenda. Therefore, these results are somewhat in agreement with
the previous findings. The results are also in line with the economic and environmental sections. The
findings show that creative thinking positively influences the economic aspect of long-term
development. From this perspective, creativity promotes inclusiveness in social development,
encourages all to accept their obligations, promotes constant development and innovation for
sustainability, and promotes the arts. These are some of the advantages of creativity, and it is an
imperative part of a sustaining civilization.

Conclusion

The present study has noteworthy implications, not only on the theoretical level but also on the practical
level. The purpose of this study is to examine the attributes linked to the Sustainable Development Goals
(SDGs), including EC, E, EE, and creativity, and to examine the impacts of Islamic banking and
environmental efficiency on commercial firms due to these characteristics. This study carries significant
theoretical weight, as it contributes to the current body of research on environmental quality. These
contributions provide some understanding as to why this study is so significant. Up to this study,
researchers and academics have been focused on the impacts of EC, E, creativity, and SDGs on how
effectively emissions are produced while still protecting the environment. The study, however, examines
the impact of EC, E, and creativity on energy efficiency and environmental effectiveness across different
subheadings of creativity and finance, and aligns these with the Sustainable Development Goals (SDGs).
The purpose of this study is to complement the previous studies.

Thus, the present study is a valuable contribution to the previous study. Moreover, most studies have
been conducted in the context of addressing Islamic banking issues, and the elements linked to those
issues are Islamic banking and environmental efficiency. This study is novel because it covers a subject
that has so far been given very little importance in 10 different countries of the world at the same time.
The results of this study have theoretical and significant empirical implications. Based on the research
results, one way to enhance environmental efficacy is to achieve the Sustainable Development Goals
(SDGs) through Islamic banking consumption. This is an example of what environmental regulators,
economists, and government officials could do to design policies to optimize environmental efficiency.

The nations leading the way in carbon dioxide emissions into the atmosphere are China, Indonesia, India,
South Korea, and Japan. Commercial companies need to be environmentally efficient to ensure
sustainable growth. This can be achieved if a company acts as a “firm” for the SDGs about carbon
emissions generated by its operations. Accordingly, the present study was undertaken to discuss the
positive role of Islamic banking in the efficiency of EC, E, and EE in the context of SDGs. The purpose of
this research was to collect quantitative data on the effect of EE, E, and EC on creativity and
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SDGs/environmental efficiency in Asian countries. Based on these results, to achieve the Sustainable
Development Goals (SDGs), it is essential to make the best use of the available energy resources. This
reduces overall costs and optimizes product marketing and production with fewer resources.

This means that Islamic banking's operations lead to higher environmental efficiency. The results
showed that effectively incorporating SDG principles into policies that guide economic decisions
promotes environmentally sustainable project development, thereby reducing the negative impact of
economic activities on the environment. This approach consequently leads to a considerable
enhancement in ecological effectiveness. Based on the results, the company's staff can work more
efficiently thanks to the innovative tools they have and improve their environmental performance.

Although there are beneficial things that they've done, there are also some drawbacks to the research.
This research discussed topics related to Sustainable Development Goals (SDGs), including Islamic
banking, production, consumption, creativity, and SDGs. This study did not explore many other factors
that affect environmental efficiency, such as geographic attributes, economic conditions, and
government policies. Future scholars should consider these limitations and expand the research.
Moreover, the empirical evidence is from Asian countries from 2016 to 2025. Due to these limitations,
the research is not extensive or valid. Therefore, the authors need to extend the period to improve
validity.

Declarations

Ethics, Consent to Participate, and Consent to Publish

Ethics, Consent to Participate, and Consent to Publish declarations: not applicable. This study relies
solely on secondary, publicly available panel data (World Development Indicators and MIX Market) and
did not involve human participants, human data, or animal subjects.

Funding

This research received no specific grant from any funding agency in the public, commercial, or not-for-
profit sectors.

Author Contribution

All authors contributed to the conception and design of the study. Data analysis, interpretation of results,
and manuscript preparation were performed by the authors. All authors read and approved the final
manuscript.

Page 17/21



Acknowledgement

The authors would like to acknowledge the support provided by their respective academic institutions
during the development of this research. The authors also acknowledge the publicly available data
sources used in this study. No external individuals or organizations contributed to the research or
manuscript preparation in a manner requiring acknowledgement.

Data Availability

The datasets generated and/or analysed during the current study are available from the corresponding
author on reasonable request. The datasets analysed during the current study were obtained from
publicly available sources, including MIX Market and World Development Indicators.

References

1.

Abdurrehman H, Hasan H, Muhammad M, Abdurrehman H, Hasan H, Muhammad M. Islamic
Banking and Finance Review Compatibility of Sustainable Development Goals (SDGs) with Maqasid
al-Shariah: Are there any Missing Goals Author(s): Citation. Islamic Bank Finance Rev.
2021;8(2):109-32. https://doi.org/10.32350/ibfr.

. Araminta DV, Qudziyah Q, Timur YP. The Role of Green Sukuk in Realizing the Sustainable

Development Goals 2030 Agenda. Jurnal Ekonomi Dan Bisnis Islam. (Journal Islamic Econ
Business). 2022;8(2):251-66. https://doi.org/10.20473/jebis.v8i2.37531.

. Alamsyah IF, Uddin MN. Strategic industry in Islamic political economy perspective. Jurnal Kajian

Peradaban Islam. 2024;7(1):33-6.

. Black W, Babin BJ. (2019). Multivariate Data Analysis: Its Approach, Evolution, and Impact. The

Great Facilitator, 121-130. https://doi.org/10.1007/978-3-030-06031-2_16

. Bosu |, Mahmoud H, Hassan H. Energy audit and management of an industrial site based on energy

efficiency, economic, and environmental analysis. Appl Energy. 2023;333.
https://doi.org/10.1016/j.apenergy.2022.120619.

. D'’Agostino D, Parker D, Melia P. Environmental and economic implications of energy efficiency in

new residential buildings: A multi-criteria selection approach. Energy Strategy Reviews. 2019;26.
https://doi.org/10.1016/j.esr.2019.100412.

. Domagata J, Kadtubek M. Economic, Energy, and Environmental Efficiency of Road Freight

Transportation Sector in the EU. Energies. 2023;16(1). https://doi.org/10.3390/en16010461.

.DuY, Zhang X, Cao C, Dai J, Gong Q, Zhang D, Deng H, Xie L. Optimal design and operation of reverse

osmosis seawater desalination system for boron removal with economic, energy, and environmental
concerns. Desalination. 2023;546:116178. https://doi.org/10.1016/j.desal.2022.116178.

. Gokgoz F, Yalgin E. (2022). An environmentnergy, and economic efficiency analysis for the energy

market in European Union. Environmental Progress and Sustainable Energy.
Page 18/21



10.

11.

12.

13.

14.

15.

16

17.

18.

19.

20.

21.

22.

https://doi.org/10.1002/ep.14068

Gong Y, Gu W, Ren W. (2022). Green Energy Economic Efficiency and Enterprise Environmental Cost
Control Based on the Internet of Things. Security and Communication Networks, 2022.
https://doi.org/10.1155/2022/6824493

Guoyan S, Khaskheli A, Syed, Raza A, Ahmed M. Nonlinear impact of municipal solid waste recycling
and energy efficiency on environmental performance and economic growth: evidence from non-
parametric causality-in-quantiles. Environ Sci Pollut Res. 2021;29:16067-81.
https://doi.org/10.1007/s11356-021-16721-1/Published.

Hair JF, Favero LP. Multilevel modeling for longitudinal data: concepts and applications. RAUSP
Manage J. 2019;54(4):459-89. https://doi.org/10.1108/RAUSP-04-2019-0059.

Iram R, Zhang J, Erdogan S, Abbas Q, Mohsin M. Economics of energy and environmental efficiency:
evidence from OECD countries. Environ Sci Pollut Res. 2020;27(4):3858-70.
https://doi.org/10.1007/s11356-019-07020-x.

Jan AA, Lai FW, Asif M, Akhtar S, Ullah S. Embedding sustainability into bank strategies has
implications for reporting on sustainable development goals. Int J Sustain Dev World Ecol. 2022.
https://doi.org/10.1080/13504509.2022.2134230.

Jan A, Mata MN, Albinsson PA, Martins JM, Hassan RB, Mata PN. Alignment of Islamic banking
sustainability indicators with sustainable development goals: Policy recommendations for
addressing the covid-19 pandemic. Sustain (Switzerland). 2021;13(5):1-38.
https://doi.org/10.3390/su13052607.

.Jan A, Rahman HU, Zahid M, Salameh AA, Khan PA, Al-Faryan MAS, Aziz C, R. B., Ali HE. Islamic

corporate sustainability practices index aligned with SDGs towards better financial performance:
Evidence from the Malaysian and Indonesian Islamic banking industry. J Clean Prod.
2023;405:136860. https://doi.org/10.1016/j.jclepro.2023.136860.

Haque A, Maruf Tl, Uddin MN, Anis MZ. Empowerment of sustainable community health through the
application of the theory of Maqasid Al-Shariah. Asia Pac J Health Manage. 2025;20(2):1-16.

Khan T, Badjie F. Islamic blended finance for circular economy impactful SMEs to achieve SDGs.
Singapore Economic Review. 2022;67(1):219-44. https://doi.org/10.1142/S0217590820420060.

Lanzara F. Islamic finance and Sustainable Development Goals. A bibliometric analysis from 2000 to
2021. Eur J Islamic Finance. 2021;1-19. https://doi.org/10.13135/2421-2172/5765.

Maione C, Barbosa RM. Recent applications of multivariate data analysis methods in the
authentication of rice and the most analyzed parameters: A review. Crit Rev Food Sci Nutr.
2019;59(12):1868-79. https://doi.org/10.1080/10408398.2018.1431763.

Merkle AC, Hair JF, Ferrell OC, Ferrell LK, Wood BG. An examination of pro-stakeholder unethical
behavior in the sales ethics subculture. J Mark Theory Pract. 2020;00(00):1-18.
https://doi.org/10.1080/10696679.2020.1777434.

Miled KBH, Younsi M, Landolsi M. Does microfinance program innovation reduce income inequality?
Cross-country and panel data analysis. J Innov Entrepreneurship. 2022;11(1).

Page 19/21



23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

https://doi.org/10.1186/s13731-022-00195-7.

Muhmad SN, Muhamad R, Sulong F. Sustainable Development Goals and Islamic Finance: An
Integrated Approach for Islamic Financial Institutions. Indonesian J Sustain Acc Manage. 2021;5(1).
https://doi.org/10.28992/ijsam.v5i1.286.

Omercic J. The Integration of Knowledge (IoK) Methodological Approach to Reforming the
Development of Islamic Economics, Banking, and Finance (IEBF) considering Maqgasid (Objectives)
and Sustainable Development Goals (SDGs). Global Rev Islamic Econ Bus. 2022;9(2):039.
https://doi.org/10.14421/grieb.2021.092-04.

Pathan DMS, Ahmed DM, Khoso DAA. Islamic Banking Under Vision of Green Finance: The Case of
Development, Ecosystem and Prospects. Int Res J Manage Social Sci. 2022;3(1):193-210.
https://doi.org/10.53575/irjmss.v3.1(22)20.193-210.

Rahman MM, Chowdhury MAF, Haque MM, Rashid M. Middle-income customers and their
perception of Islamic banking in Sylhet: one of Bangladesh’'s most pious cities. Int J Islamic Middle
East Finance Manage. 2020. https://doi.org/10.1108/IMEFM-02-2019-0067.

Rukiah R, Frihatni AA, Abbas A, Uddin MN. The Prospect of Zakat Growth in Indonesia and its Effect
on Economic Growth in Indonesia. ZISWAF: Jurnal Zakat dan Wakaf. 2024;11(2):126-42.

Saad NBM, Uddin MN, Ismail YB, Nahar L. (2026). An Impact Assessment of Islamic Microfinance
on Achieving Sustainable Development Goals (SDGs): A Comparative Study in Bangladesh, Malaysia,
and Turkey.

Saad NBM, Uddin MN, Ismail YB, Nahar L. (2025). Outreach In Islamic Microfinance Institutions.
Routledge Handb Islamic Econ Finance, 303.

Samusevych 'Y, Lyeonov S, Artyukhov A, Martyniuk V, Tenytska I, Wyrwisz J, Wojciechowska K.
Optimal Design of Transport Tax on the Way to National Security: Balancing Environmental
Footprint, Energy Efficiency and Economic Growth. Sustain (Switzerland). 2023;15(1).
https://doi.org/10.3390/su15010831.

Sarauskis E, Naujokiené V, Lekavi¢iené K, Kriaugidiniené Z, Jotautiené E, Jasinskas A, Zinkevigiené R.
Application of granular and non-granular organic fertilizers in terms of energy, environmental and
economic efficiency. Sustain (Switzerland). 2021;13(17). https://doi.org/10.3390/su13179740.

Thao NTT, Hieu TT, Thao NTP, Vi LQ, Schnitzer H, Son LT, Braunegg G, Braunegg S, Hai LT. An
economic—environmental—energy efficiency analysis for optimizing organic waste treatment of a
livestock-orchard system: a case in the Mekong Delta. Vietnam Energy Sustain Soc. 2022;12(1).
https://doi.org/10.1186/s13705-022-00347-3.

Uddin MN, Haque A. Islamic Worldview-Based Corporate Governance Framework in Providing
Guidance on Executive Directors' Remuneration in an Islamic Financial Institution. Cases on
Uncovering Corporate Governance Challenges in Asian Markets. IGI Global Scientific Publishing;
2024. pp. 153-77.

Uddin MN. Role of Governance in Microfinance Sustainability: Evidence from Bangladesh. Springer
Nature; 2024.

Page 20/21



35.

36.

37.

38.

39.

40.

Uddin MN, Kassim S, Hamdan H, Saad NBM, Embi NAC. Green microfinance promoting sustainable
development goals (SDGs) in Bangladesh. J Islamic Finance. 2021;10(1):11-8.

Uddin MN, Saad BN, Ismail YB, Nahar L. Digital Empowerment of Women Entrepreneurs in a Post-
COVID-19 World: Examining the Role of Islamic Microfinance Institutions in Achieving Sustainable
Development Goals. Islamic Finance and Financial Innovation. Routledge; 2026. pp. 215-32.

Wang CN, Nguyen TTT, Dang TT, Hsu HP. Exploring economic and environmental efficiency in
renewable energy utilization: a case study in the Organization for Economic Cooperation and
Development countries. Environ Sci Pollut Res. 2023. https://doi.org/10.1007/s11356-023-27408-0.

Yani Ismail A, Bibi Musafar Hameed L, Fatin Mohamad Suhaimi A, Izzati Jamaludin N, Shahimi S.
(2020). Value-Based Intermediation and Interconnection of Sustainable Development Goals in
Islamic Banking Framework. In International Journal of Islamic Economics and Finance Research
(Vol. 3, Issue 1).

Yunus L, Iswandi M, Baco L, Zani M, Limi MA, Sujono. How Does Sustainable Energy System,
Creativity, and Green Finance Affect Environmental Efficiency and Sustainable Economic Growth:
Evidence from Highest Emitting Economies. Int J Energy Econ Policy. 2023;13(1):261-70.
https://doi.org/10.32479/ijeep.13924.

Zhao L, Chau KY, Tran TK, Sadiq M, Xuyen NTM, Phan TTH. Enhancing green economic recovery
through green bonds financing and energy efficiency investments. Econ Anal Policy. 2022;76:488-
501. https://doi.org/10.1016/j.eap.2022.08.019.

Page 21/21



