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Abstract

The development of sukuk as a contemporary Islamic financial instrument
demonstrates a significant shift from being merely an alternative to conventional
bonds to a strategic instrument for financing development and strengthening a
sustainable financial system. This article examines the implementation of sukuk
within the framework of Islamic financial economics, emphasizing its conceptual
foundation, contract structure, regulatory framework, and contribution to economic
development oriented toward the magqasid al-syari'ah (the goals of Islamic
economics). Using a qualitative approach based on literature, this study analyzes the
dynamics of sukuk as an asset-based and risk-sharing instrument that seeks to
integrate normative Islamic principles with the demands of modern financial markets.
The results indicate that sukuk have significant potential to support financial system
stability, infrastructure financing, and the sustainable finance agenda, particularly
through innovations such as green sukuk and sustainability sukuk. However, sukuk
implementation still faces structural challenges, including tensions between formal
and substantive Islamic compliance, regulatory fragmentation across jurisdictions,
and limitations in secondary market governance and liquidity. This article emphasizes
that sukuk success is not determined solely by product innovation, but also by
strengthening the integrity of sharia principles, regulatory harmonization, and
institutional commitment to maintaining an ethical orientation and long-term welfare
in the Islamic financial system.

*correspondence address: ISSN
JI. Lebak Bulus Raya No.2, RT.2/RW.2, Lb. Bulus, Kec. Cilandak, XXXX-XXXX (print) XXXX-
Kota Jakarta Selatan, Daerah Khusus Ibukota Jakarta 12440 XXXX (online

E-mail: abidnurhuda@mhs.ptig.ac.id
E:.T.


https://journal.unnes.ac.id/journals/isefin

Abid Nurhuda: Implementation of Sukuk in Islamic Economic ISEFIN Journal Vol. 2, No. 1, 2026, pp: 121-130
Finance: Strategies, Challenges, and Their Impact on Sustainable
Economic Development

INTRODUCTION

The development of global Islamic finance over the past two decades has shown significant dynamics,
particularly through the strengthening of Islamic capital market instruments. One of the instruments
experiencing the most rapid growth is sukuk, an asset-based financing instrument that complies with Sharia
principles. Sukuk serves not only as an investment instrument but also as a fundraising mechanism oriented
towards the real sector and sustainable economic development (Smaoui & Nechi, 2017). This phenomenon
shows that sukuk have become an integral part of the architecture of the modern Islamic financial system, both
in Muslim-majority and non-Muslim countries (1IFM, 2020).

Conceptually, sukuk differs fundamentally from conventional bonds because they do not represent an
interest-based debt-receivable relationship, but rather proportional ownership of the underlying asset, benefit,
or project. This characteristic aligns sukuk with the Islamic prohibition of riba (usury), gharar (gharar), and
maysir (gambling), while also reinforcing the dimensions of justice and balance in the distribution of risks and
returns (Godlewski et al., 2013). Therefore, sukuk are seen as instruments that not only meet Sharia compliance
normatively but also offer structural stability in the financial system.

In the macroeconomic context, the implementation of sukuk has a strategic role in supporting
development financing, particularly in the infrastructure, energy, and public services sectors (Hidayat et al.,
2024). Various studies show that the issuance of sovereign sukuk can expand the fiscal financing base without
increasing dependence on conventional debt instruments (Alshaleel, 2019). In addition, sukuk enables domestic
and global investors to participate in productive projects that directly impact economic growth and job creation.

Indonesia, one of the countries with the largest Muslim populations in the world, has made sukuk a
key pillar of its national Islamic finance (Ascarya, 2017). Through the issuance of State Sharia Securities
(SBSN), the Indonesian government is utilizing sukuk to finance various strategic projects, ranging from
transportation infrastructure development to educational and religious facilities (OJK, 2023). This success not
only reflects the country’s institutional capacity to manage sharia-compliant instruments but also demonstrates
growing investor confidence in the stability and credibility of the domestic sukuk market.

As global attention to sustainability issues increases, sukuk are also evolving into innovative
instruments, such as green and sustainability sukuk. These instruments integrate Islamic finance principles with
the Sustainable Development Goals (SDGs) agenda, particularly in financing environmentally friendly projects
and mitigating climate change (Alam et al., 2016). This integration strengthens the position of sukuk as an
ethical financial instrument that is not only oriented toward financial profit but also toward social and
environmental responsibility (World Bank, 2022).

However, sukuk implementation is not without various structural and institutional challenges.
Differences in sharia interpretations across jurisdictions, complex contract structures, limited secondary market
liquidity, and reliance on a regulatory framework that is not yet fully harmonized remain major obstacles to
optimizing sukuk (Jan et al., 2019). This challenge demands a comprehensive policy approach and strengthened
sharia governance so that sukuk not only meet the formal aspects of compliance but also the substance of
Islamic economics itself.

Based on this background, this article aims to comprehensively examine the implementation of sukuk
within the framework of Islamic economic finance, emphasizing conceptual, structural, and regulatory aspects,
as well as its contribution to sustainable economic development. This study is expected to provide a deeper
understanding of the strategic position of sukuk as a contemporary Islamic financial instrument, while offering
a critical reflection on its challenges and prospects for future development.

METHOD

This study uses a qualitative approach with a library research design to deeply analyze the concept,
structure, and implementation of sukuk within the Islamic financial system. The primary data sources consist
of articles from reputable international scientific journals (Scopus), accredited national journals (Sinta), reports
from international Islamic financial institutions, and policy and regulatory documents related to sukuk.
Secondary sources include research, articles, final projects, websites, e-books, and relevant books (Snyder,
2019). This approach was chosen because it allows researchers to conduct a comprehensive conceptual and
analytical exploration of the sukuk phenomenon, particularly by examining the suitability of sukuk practices
with respect to sharia principles and modern economic dynamics.

The data analysis technique used thematic analysis and critical synthesis. The stages included
grouping the literature based on key themes, such as sukuk contract structure, regulatory framework,
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contribution to economic development, and implementation challenges. These were then analyzed
comparatively and reflectively. The synthesis approach was used to integrate various research findings to
produce a coherent conceptual understanding and scientific value-added (Paltrinieri et al., 2020). The study’s
validity is maintained through the use of credible sources, consistent analytical logic, and conceptual
triangulation across the literature, thereby minimizing interpretive bias in Islamic finance research.

RESULT AND DISCUSSION
Definition of Sukuk

Sukuk derives from the Arabic word shakk (<L), which is usually interpreted as a check, document,
or deed. Therefore, the word sukuk is the plural of the word shakka, which means check. Meanwhile, according
to Law Number 19 of 2008, sukuk is a document or security that indicates ownership of SBSN (National Sharia
Securities) assets and is issued in accordance with sharia principles, either in foreign currency or rupiah
(Syariah et al., 2008). Meanwhile, according to AAOIFI (The Accounting and Auditing Organization for
Islamic Financial Institutions), sukuk is a security or certificate that serves as proof of ownership of an activity
or project rather than a particular investment, so that benefits are obtained from its assets and services.

As for referring to the Fatwa of the National Sharia Council (MUI & Indonesia, 2006), No. 32/DSN-
MUI/IX/2002 that sukuk or sharia bonds are important and valuable letters and documents issued by
international non-profit institutions based on sharia principles that include auditing, accounting, ethics,
governance, and their suitability for sukuk holders so that they can enjoy profit sharing/fees/margins at
maturity. Thus, it can be said that sukuk are securities issued by governments or institutions in accordance with
sharia principles to avoid usury, gharar, maisir, and other practices, and to fund long-term projects. Moreover,
sukuk or checks of the type above have, in fact, long been used as a tool of international trade in various Muslim
regions and have evolved into modern banking (Huda & Nasution, 2008).

The purpose of issuing sukuk is to provide an alternative source of financing for the state budget and
capital for approved strategic projects. It also encourages the development of the Islamic financial market,
optimizes the utilization of state assets, expands the source base for state budget financing, creates benchmarks
in the Islamic financial market, develops alternative investments, diversifies the investor base, and finally,
utilizes funds from the public that the Islamic banking system has not captured. Furthermore, sukuk also
provides benefits to investors, including (Wahyuni, 2018): payment of returns and nominal value is guaranteed
by the state, investment instruments that comply with sharia principles, receive returns periodically, there is
potential for capital gains for sukuk holders, and finally, they can be traded on the secondary market.

Legal Basis and Types of Sukuk

The basis and legal basis for sukuk is contained in verses of the Koran, although not directly
(explicitly), but implicitly, several verses regulate muamalah and economic relations with others. Among them
are QS Al-Maidah (5): 1, which contains the obligation to fulfill promises both in terms of worship and
mua’malah, then there is QS. An-Nisa Verse 29 regarding the prohibition of taking other people’s property in
vain, there is also QS. Al-Bagarah Verse 282 regarding the obligation to write agreements, especially debts
and receivables, and other economic processes, and finally QS. Al-Bagarah Verse 275, which contains the
prohibition against committing usury (Syafei, 2006).

Based on these verses, it is clear that transactions and economic relationships with others are
permissible as long as they do not contain prohibited elements. Islamic economists have classified various
types of sukuk, which are often used in the capital market. First, there is ljarah (sale-and-leaseback), which
involves selling the asset and leasing it back. Therefore, the rental price is included in the purchase price, and
the lessee indirectly becomes the owner of the asset, bit by bit (Warde, 2009). This form of leasing could be a
sukuk, which requires investors to own a portion of the leased asset and to receive benefits based on certain
assets, such as buildings, land, vehicles, and other goods.

Some of the characteristics of ijaroh sukuk include (Wahid, 2010) namely, clarity of the contract
between the parties regarding the leased assets and the amount leased, the existence of a special SPV (Special
Purpose Vehicle) mediator which acts as a trustee between investors and issuers, expenses related to assets are
borne by the owner but if the lessee bears expenses related to maintenance and operations, and finally the form
of the initial lease purchase must be clear as well as future changes.

Second, mudhorobah is a contract agreement involving capital providers/investors/party 1 and
business managers/party 2 to cooperate to obtain profits through profit and loss sharing, which means that if
there is a loss, it is only borne by the capital owner in accordance with the agreement of the contract because
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the manager has suffered losses in terms of time and energy. Some of the criteria for mudharabah sukuk include
the business carried out by the issuer in accordance with sharia principles, the contract used must be
mudhorobah, profits must have been determined according to the agreement before the letter is issued, profit
sharing is calculated in full and paid according to the agreement periodically, the income given by the issuer
to investors must be free from non-halal elements, if the issuer is negligent, it is obliged to return the
mudhorobah funds and investors have the right to withdraw funds, ownership of sharia bonds can be transferred
to another person if it has been agreed upon during the contract, and finally there is supervision from the
National Sharia Council.

Third, musyarakah, where sukuk are issued according to an agreement to finance a project, business,
or other matter where both parties provide capital and manage the business so that if a loss occurs, it will be
borne proportionally by both parties according to the agreement (U. Chapra, 2000). Fourth, murobahah/chost
loss sharing, which means sukuk based on the original price at the time of the sale and purchase, plus an agreed-
upon profit margin. Fifth, istishna: a contract between a buyer and a supplier, under which the supplier sources
the goods only after both parties agree on specifications and price. Of the various sukuk described above, the
most frequently used and well-known in the Islamic capital market are sukuk ijarah and sukuk mudharabah.

Meanwhile, if we look at the source of sukuk issuance in Indonesia, it is divided into 2 types, namely
State Sukuk which is often called State Sharia Securities (SBSN) in accordance with Law No. 19 of 2008
Acrticle 1 paragraph (1) where it is a Securities Asset and an object of financing state spending either through
bookbuilding (Retail State Sukuk/SR and Indonesian State Sukuk/SNI), private placement (for certain
investors) and Auction (open to the public) (Tandelilin, 2010). Then there are Corporate Sukuk, which private
companies or certain companies usually issue. These sukuk issuers come from various business sectors,
including transportation, property, plantations, financial institutions, private industry, and telecommunications,
in accordance with Capital Market Law No. 8 of 1995 and DSN-MUI Fatwa No. 32/DSN-MUI/1X/2002.

Sukuk in the Framework of Islamic Economic Finance

Sukuk is conceptually a sharia-compliant financial instrument designed to represent ownership of real
assets, benefits, or specific projects, rather than simply a debt claim like conventional bonds. This concept is
rooted in the fundamental principles of Islamic muamalah, which emphasize the direct link between financial
activities and the real sector, ensuring that financing activities are not speculative or fictitious (El-Gamal,
2016). Thus, sukuk occupy a strategic position in the Islamic financial system because they integrate ownership
value, economic productivity, and fair risk distribution.

From an Islamic economic perspective, sukuk are understood as instruments that reflect the principle
of al-ghunm bi al-ghurm, namely the balance between potential profits and risks borne by the parties. Sukuk
investors do not receive an absolute guaranteed return, but rather one based on the performance of the asset or
project underlying the sukuk issuance (Klein et al., 2018). This characteristic fundamentally distinguishes
sukuk from interest-based instruments, while also emphasizing the ethical orientation and contractual fairness
of Islamic finance.

From the perspective of the maqasid al-syarT'ah (Islamic principles), sukuk serves as an instrument
that supports the productive and sustainable protection and development of wealth (%Zifz al-mal). Sukuk not
only safeguards wealth from exploitative practices but also encourages the circulation of capital to sectors that
provide broad benefits to society (MU Chapra, 2016). Therefore, the implementation of sukuk can be
understood as a manifestation of the value of welfare (maslakah) in public economic and financial policies.

Furthermore, the conceptual basis of sukuk is closely related to the principle of risk sharing, a hallmark
of the Islamic financial system. This system is considered more stable than the risk transfer mechanism in
conventional finance because it encourages prudence, transparency, and shared responsibility between issuers
and investors (Igbal & Mirakhor, 2017). Several studies have shown that profit-sharing and real asset-based
instruments, including sukuk, have greater potential to reduce financial system volatility, particularly during
economic crises.

In practice, the concept of sukuk is also influenced by legal frameworks and international standards
developed by institutions such as the AAOIFI and the Islamic Financial Services Board (IFSB). These
standards aim to bridge the normative principles of sharia with the needs of modern financial markets.
However, they often spark debate over the substance of asset ownership and the extent of sharia compliance
(AAOQIFI, 2017). This debate shows that sukuk are not just technical instruments, but also a dialectical arena
between normative ideals and market realities.

Thus, the conceptual foundation of sukuk cannot be understood solely as a financial innovation, but
rather as part of an effort to reconstruct a more ethical, inclusive, and long-term welfare-oriented financial
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system. A strong conceptual understanding is a key prerequisite for successful sukuk implementation, as
without a solid philosophical and normative foundation, sukuk risk is reduced to a mere replication of
conventional instruments in Sharia terminology.

Sukuk Contract Structure and Its Implications for Sharia Compliance

The contract structure is the most crucial element in sukuk implementation because it determines the
level of Sharia compliance and its economic legitimacy. Every sukuk issuance must be based on a valid sharia
contract, such as ijarah, musharakah, mudharabah, wakalah, or a combination of these. The choice of contract
is not only technical but also reflects the risk orientation, profit distribution, and legal relationship between the
sukuk issuer and investors (Khan, 2019). Therefore, the structure of the contract becomes the meeting point
between the principles of Islamic jurisprudence and the needs of modern financial markets.

The ijarah contract is the most widely used sukuk structure because it is relatively simple and provides
stable cash flow. In ijarah sukuk, investors receive returns from renting assets leased to the issuer, thus creating
an asset-based economic relationship (Razak et al., 2019). However, various critical studies have shown that,
in practice, asset ownership is often nominal and not fully transferred to investors, giving rise to debate over
the substance of sharia-compliant compliance of modern sukuk ijarah.

Unlike ijarah, sukuk structures based on mudharabah and musharakah better reflect the ideal risk-
sharing principles of Islamic finance. Both contracts position investors as business partners who share the
business risks, rather than simply receiving a fixed return (Naim et al., 2018). Although normatively more in
line with the maqasid al-syarT'ah, profit-sharing sukuk are relatively less attractive to the market due to higher
returns uncertainty and the complexity of project management.

Furthermore, developments in the sukuk market also indicate a trend toward the use of wakalah
contracts, which provide issuers with greater flexibility in managing sukuk funds. In this structure, investors
appoint the issuer as an agent (wakil) to manage specific assets or projects (Radzi, 2018). Although the wakalah
contract is permissible in Islamic jurisprudence, criticism arises when this structure is combined with a
purchase undertaking mechanism that guarantees the return of the principal, potentially approaching the
characteristics of an interest-bearing debt.

The complexity of these contract structures creates tension between formal and substantive Sharia
compliance (Shariah authenticity). Several studies confirm that many modern sukuk legally comply with Sharia
requirements but, economically, still replicate conventional financial logic (Alkhamees, 2013). This
phenomenon raises concerns about the occurrence of sharia arbitrage, namely, the use of sharia terminology
without significant changes in economic substance.

Therefore, strengthening the sukuk contract structure requires an active role from the Sharia
Supervisory Board and the harmonization of international standards, so that sukuk implementation is oriented
not only to market appeal but also to the integrity of Islamic economic principles. Going forward, the primary
challenge is not simply creating an innovative sukuk structure, but also ensuring that such innovation remains
grounded in the values of fairness, transparency, and welfare, which are the foundation of Islamic finance.

The Role of Sukuk in Financing Economic Development and Infrastructure

Sukuk have become a strategic instrument for development financing, particularly in developing
countries requiring long-term funding for infrastructure projects. Unlike conventional financing, which relies
on interest-bearing debt, sukuk enables real asset-based financing, making infrastructure projects not merely
objects of financing but also the basis for creating economic value (Laldin & Djafri, 2021). This makes sukuk
a relevant fiscal instrument that supports economic growth while maintaining the principle of prudence in
public financial management.

In the context of public policy, sovereign sukuk play a crucial role in expanding budget financing
sources without increasing reliance on conventional debt instruments. Issuing sovereign sukuk enables the
government to link fiscal financing to productive projects with long-term economic impacts, such as road, port,
airport, and energy facility construction (Malikov, 2017). Empirical studies show that the use of sukuk for
infrastructure financing contributes positively to fiscal stability and to the efficiency of budget allocation.

Indonesia is a leading example of implementing sukuk for development financing through the
issuance of State Sharia Securities (SBSN). Through the project-based sukuk scheme, the government directly
links funds raised from investors to specific infrastructure projects, thereby increasing transparency and
accountability in the use of public funds (Juaris et al., 2018). This model not only increases investor confidence
but also strengthens the legitimacy of sukuk as a sharia-compliant financial instrument oriented toward the
public good.
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In addition to the physical infrastructure sector, sukuk also plays a role in financing productive social
and economic sectors, such as education and health, and in empowering micro, small, and medium enterprises
(MSMEs). With the right structure, sukuk can be directed to support human resource development and
strengthen an inclusive economy (MU Chapra, 2016). This shows that sukuk not only functions as a capital
market instrument, but also as an economic policy tool with a strong social dimension within the framework
of Islamic economics.

However, the effectiveness of sukuk in development financing depends heavily on institutional
readiness and the quality of governance of the projects being financed. Weak project planning, a lack of
transparency, and limited managerial capacity can reduce the positive impact of sukuk on economic
development (Basyariah et al., 2021). Therefore, integrating fiscal policy, Islamic capital market regulations,
and public project management is a key factor in optimizing the role of sukuk.

Thus, the role of sukuk in financing development and infrastructure cannot be separated from the
broader framework of transforming the financial system toward a more sustainable and equitable model. Sukuk
offers a financing paradigm that simultaneously connects the interests of investors, the state, and society,
thereby potentially becoming a leading instrument for economic development grounded in Sharia values (El-
Gamal, 2016). The challenge ahead is to ensure that sukuk implementation remains consistent with long-term
development goals and is not reduced to merely a technical alternative to conventional financing.

Sukuk Innovation and Its Integration with Sustainable Finance

The development of contemporary sukuk demonstrates a paradigm shift from simply being a sharia-
compliant financing instrument to a sustainable financial instrument integrated with the global development
agenda. Sukuk innovations emerge in response to growing awareness of environmental, social, and governance
(ESG) issues, which are increasingly becoming key considerations in investment decisions (Dewi & Hidayat,
2025). In this context, sukuk have normative advantages because they inherently contain ethical values, social
responsibility, and sustainability that align with Islamic economic principles.

One of the most prominent innovations is green sukuk, namely sukuk that are specifically issued to
finance environmentally friendly projects such as renewable energy, energy efficiency, waste management,
and climate change mitigation (Bin-Armia, 2025). Green sukuk not only expands the function of sukuk as a
financial instrument but also strengthens its contribution to achieving the Sustainable Development Goals
(SDGs). Several studies have shown that green sukuk can attract investors across various segments, including
conventional investors who prefer sustainable investments.

Indonesia is a global pioneer in the issuance of green sukuk, both in global and domestic markets. The
issuance of green sukuk by the Indonesian government reflects the integration of fiscal policy, environmental
commitments, and the development of Islamic financial markets (Flammer, 2021). This model demonstrates
that sukuk can serve as a strategic financing instrument for the transition to a low-carbon economy without
compromising Sharia principles.

In addition to green sukuk, other innovations, such as social and sustainability sukuk, are emerging,
particularly to fund social projects such as education, health, and poverty alleviation. These instruments
broaden the spectrum of sukuk’s functions from financing physical infrastructure to more inclusive social
development (Azman & Ali, 2016). From the perspective of the maqasid al-syarT'ah, this innovation strengthens
the role of sukuk in realizing social justice and collective prosperity (falah).

However, integrating sukuk with sustainable finance also presents new challenges, particularly related
to reporting standards, impact measurement, and the risk of greenwashing. Without a robust regulatory and
oversight framework, there is a risk that sustainability labels will be used solely as marketing strategies with
little impact on the environment and society (Marwan et al., 2024). Therefore, harmonization of standards
between Sharia institutions and international institutions is a crucial prerequisite for maintaining the credibility
of sustainable sukuk innovation.

Thus, the innovation of sukuk and its integration with sustainable finance underscores the instrument’s
immense potential as a bridge between Islamic values and the demands of the modern global economy. Sukuk
not only offers a Sharia-compliant financing solution but also makes a tangible contribution to the global
sustainability agenda. The challenge ahead is to ensure that this innovation remains rooted in the substance of
Islamic economics and maintains its ethical orientation amid global market pressures.
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Regulatory and Governance Challenges in Sukuk Implementation

Regulation and governance are crucial factors for the successful implementation of sukuk in the
Islamic financial system. Although sukuk have been widely adopted across various jurisdictions, their
regulatory frameworks remain highly fragmented. Differences in legal systems, levels of financial market
maturity, and interpretations of sharia lead to significant variations in sukuk issuance and oversight practices
(Smaoui & Nechi, 2017). This situation has the potential to create legal uncertainty and heighten investor risk
perceptions, particularly in the cross-border sukuk market.

One of the main challenges is harmonizing Sharia standards between international bodies such as the
Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI) and the Islamic Financial
Services Board (IFSB) with national practices in each country. Although AAOIFI standards have become a
global reference, they are not always fully adopted by national regulators (Godlewski et al., 2013). This
difference often gives rise to controversy over certain sukuk structures, particularly those involving the
purchase undertaking mechanism and principal repayment guarantees, which are seen as potentially deviating
from the risk-sharing principles of Islamic finance.

In addition to Sharia standards, regulatory challenges also concern legal aspects of asset ownership
and investor protection. In many modern sukuk structures, investor ownership of assets is indirect or legally
limited, raising questions about investor rights in the event of default (Klein et al., 2018). This weakness in
legal protection could reduce the attractiveness of sukuk as a long-term investment instrument, especially for
global institutional investors who demand a high level of legal certainty.

From a governance perspective, the role of the Sharia Supervisory Board (SSB) is crucial in ensuring
the integrity of sukuk implementation. However, several studies indicate that the independence and capacity
of the SSB remain issues in some countries, particularly when the SSB is too close to the issuer or regulator
(Besi¢, 2024). This situation has the potential to create conflicts of interest and weaken the substantive function
of sharia oversight.

Another equally significant challenge is the limited liquidity of the secondary sukuk market, partly
due to capital market regulations and investors’ preference for holding sukuk to maturity. Low liquidity not
only reduces market efficiency but also limits sukuk’s ability to function as a flexible portfolio management
instrument (Young & Auret, 2018). Therefore, developing market infrastructure, providing regulatory
incentives, and increasing transparency of information are key agenda items for strengthening sukuk market
governance.

Thus, the regulatory and governance challenges in sukuk implementation demonstrate that the success
of this instrument is determined not only by product innovation but also by the quality of the institutional
framework that supports it. Regulatory reforms focused on harmonizing standards, strengthening investor
protection, and enhancing the independence of sharia supervision are key prerequisites for sukuk to develop
sustainably and consistently with Islamic economic values.

The prospects for sukuk development in the global Islamic financial economy are showing a
strengthening trend, alongside the increasing need for long-term financing and the demand for a more stable
and equitable financial system. In an international financial landscape prone to crises, sukuk are seen as an
instrument that can offer stability because they are based on real assets and avoid excessive speculation
(Smaoui & Nechi, 2017). Several studies have emphasized that these characteristics provide significant
opportunities for sukuk to play a more dominant role in the global financial system, not only in Muslim
countries but also in non-Muslim jurisdictions.

The future direction of sukuk development is also influenced by the increasing integration of Islamic
financial markets with global financial markets. The issuance of international sukuk (cross-border sukuk) opens
up opportunities to diversify funding sources and expand the global investor base (Saleh & Soualhi, 2026).
However, this integration requires regulatory harmonization, standardization of contract structures, and
strengthening of cross-border legal frameworks so that sukuk can compete effectively with other global
financial instruments without losing their sharia identity.

From a product innovation perspective, the future of sukuk is closely linked to the development of
instruments that address contemporary economic needs, such as digital financing, financial inclusion, and green
economic transformation (Mohamed, 2025). The use of financial technology (fintech) in sukuk issuance and
distribution, including blockchain to increase transparency and efficiency, is increasingly seen as a significant
breakthrough in expanding access and strengthening investor confidence.

In addition to technical and market considerations, future sukuk development must also be directed at
strengthening the substantive dimensions of Islamic economics, particularly by integrating the maqasid al-
syarT'ah (objectives of Islamic law) into sukuk design and performance evaluation. This approach requires that
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sukuk success be measured not only by issuance volume or financial returns, but also by its contribution to
social justice, reducing inequality, and promoting environmental sustainability (Primadhita et al., 2025). Thus,
sukuk can serve as a transformative instrument in Islamic economic development, oriented towards long-term
welfare.

However, the bright prospects for sukuk also come with structural challenges that must be anticipated,
including the risk of standards fatigue, reliance on structures that are too similar to conventional bonds, and
the potential for weakening public trust if deviations from Sharia principles occur. Therefore, sukuk innovation
must be balanced with strengthening ethics, governance, and accountability to ensure that quantitative
developments do not compromise the normative quality of Islamic finance.

Thus, the direction of sukuk development in the global Islamic financial economy demands a holistic,
balanced approach that balances innovation, regulation, and Islamic values. Sukuk has significant potential to
become a leading instrument in a fairer, more stable, and sustainable future financial system. Realizing this
potential depends heavily on the commitment of stakeholders, such as regulators, issuers, investors, and
religious scholars, to uphold the integrity of Sharia principles while responding adaptively and visionarily to
global economic dynamics.

CONCLUSION AND RECOMMENDATION

The implementation of sukuk within the framework of Islamic economic finance demonstrates that
this instrument has evolved beyond its technical function as an alternative to conventional bonds. Sukuk
represents an asset-based financing and risk-sharing paradigm that seeks to integrate Sharia principles with the
needs of a modern economy. Through diverse contract structures and a focus on the real sector, sukuk
contribute to financial system stability and the achievement of Islamic economic goals that emphasize fairness,
transparency, and public welfare.

The discussion in this article also emphasizes the significant role of sukuk in development financing,
sustainable financial innovation, and strengthening the Islamic capital market, particularly in developing
countries like Indonesia. However, the effectiveness of sukuk implementation depends heavily on the quality
of regulations, governance, and consistent Sharia compliance, which are not only formal but also substantive.
The challenges of harmonizing standards, protecting investors, and strengthening the role of the Sharia
Supervisory Board are strategic agendas that must be addressed seriously to prevent sukuk from being reduced
to conventional instruments labeled as sharia.

Going forward, sukuk development needs to adopt a more holistic approach, integrating maqasid al-
syari‘ah, the global sustainability agenda, and financial technology innovation in a balanced manner. With
strong institutional commitment and an adaptive policy framework, sukuk has great potential to become a
transformational instrument in realizing a more equitable, inclusive, and sustainable financial system.
Therefore, strengthening the quality of sukuk implementation is key to ensuring its contribution to long-term
sharia-compliant economic development.
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