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ABSTRACT - Islamic social finance is one of the sources of funds in the

Islamic economic system. It refers to voluntary philanthropic activities

that have a unique presence in Islam. Islamic law is the first to define and | Received: 14" Oct 2023

regulate  Zakat and Wagfs as civil society institutions. Currently, | Revised: 19" Oct 2023

microcredit and microfinan rograms are un ful in reducin acechicdiciioycoes
crocredit a crofinance programs are unsuccess! reducing | by lished: 01 Dec 2023

poverty and income inequality in Northern Nigeria. Islamic social finance

institutions are promoting programs such as offering free education, | KEYWORDS

scholarshlps, fre.e rn.edlcal care, and orphgnage activities around the globe. Ty e—

However, in Nigeria, such Islamic social finance is currently growing | reduction, Sustainable

slowly. This paper investigates people's perception of reducing poverty | Economic Development,

and promoting sustainable economic development in Northern Nigeria. | Northern Nigeria.

The study employed random sampling using Structural Equation
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Modeling (SEM) for the analysis. Findings indicate the relationship

between Wagf and sustainable economic development and Zakat and sustainable economic
development as a direct effect. The findings indicated that Wagf and Zakat significantly reduce
poverty, and Poverty reduction promotes and enhances sustainable economic development in
Northern Nigeria. The study further suggests and recommends that the Northern states, where
the majority of the citizens are Muslim, deserve serious consideration for developing Zakat and
Waqf institutions in the region to assist in reducing the vulnerable group in society.

INTRODUCTION
Islam is an all-encompassing religion that encompasses all aspects of human life. As a perfect way
of life, Islam has a secure and perfect economic system. One of the powerful Islamic economic
instruments, Wagqf, means "religious donation" and refers to religious, purity, or charitable
donations. It was a source of development, such as the construction of mosques, madrasas,
educational institutions, libraries, accommodations for tourists, inns, etc. Its benefits are not
limited to the Muslim community alone but transcend religious, cultural, racial, and sectarian
boundaries (Almahfali and Avery, 2023). Wagfis one of the underlying tools of Islam to eliminate
poverty and improve the socio-economics of the Muslim Ummah, among other purposes (Ismail
etal.,, 2023). The Wagfinstitution has been important throughout Islamic history, from the Prophet
to his early nineteenth century and up to the present (Iskandar et al., 2023).

In the history of Islam, the first known Wagfwas the Quba Mosque in Medina, a city 400
kilometres North of Mecca, built after the Prophet Muhammad's (PBUH) arrival in 622 AD
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(Masrifah et al., 2023). A real innovation in Wagfbegan in early Islamic Medina (Badawia, 2022).
It was initially given when the Prophet (PBUH) called on someone to purchase the well of Ruma
and designate it as a public utility providing free drinking water to all (Al Hashmi, 2022).
Afterwards, the Prophet (PBUH) admonished Umar to allocate his land in Khyber as a Wagf for
the poor and needy (McChesney, 2021). This was the second innovation to assist the poor and
needy, from the size of an individual charity to the size of a social citizenship institution with
capital investment. A third innovation occurred when comrades added the family Wagf during the
reign of Umar ibn Al-Khattab (McChesney, 2021). Nigeria is the first and seventh most populous
globally; 65 percent are predominantly Muslim, and 80 percent of Northern countries are Muslim
(Muhammad & Khalil, 2021). As a Muslim-dominated area, the Zakat and Wagf institutions were
limited; new intellectual property and cash-Wagftrends have recently emerged, and researchers are
advocating for them (Khaliyarov, 2022).

Northern Nigerian States need to institutionalize Zakat and Wagqf to accelerate economic
growth in the North and reduce poverty (Zauro et al., 2020). With the MDGs in mind, the
government must adopt and approve the Poverty Reduction Strategy (PRS) to bring the Northern
State on track to address poverty reduction in the region (Chao et al., 2021). In addition to the
government's efforts, the government has adopted a basic strategy of secking cooperation between
NGOs and the private sector, particularly by providing necessary support to NGO activities to
meet the challenges of poverty alleviation. However, it suffers from sustainability (Moeenian,
Khamseh, and Ghazavi, 2022). The study attempts to prove how Islamic Social Finance can be
used to address poverty reduction in Northern Nigeria. The study is divided into four sections.
Section One is an introduction, Section Two is a Literature review, Section Three is a
Methodology, and Section Four is the Results discussion and conclusion.

LITERATURE REVIEW

Alfiani and Akbar (2020) conducted a study on the Sustainable Development Goals of Zakat and
human development. This study indicates that Zakat increases the well-being of disadvantaged
people and promotes human development. The study further emphasized that Zakat is one of the
most important funding sources in the financial system and Islamic economy. Along with taxes on
agricultural products and property taxes, it is a major source of income in Islamic countries.
Furthermore, Zakat is wealth that should be distributed to vulnerable groups as justified by the
Qur'an and Sunnah (Zulhendra et al., 2020). Hasan (2020) states that Zakat can be distributed to
victims of disasters. From this perspective, the COVID-19 pandemic is considered a disaster, and
the Zakat Fund could be used to help those affected by considering the role of Zakat in mitigating
the effects of COVID-19 (Umar & Danlami, 2022). Hambari et al. (2020) argue that Zakat is an
Islamic right that society needs in light of any circumstance in which people or individuals find
themselves vulnerable around the globe (Abbasi, 2022). It claims to be the Social Security Fund.
Scholars say Zakat organizations will focus on communities and places affected or needs and
increase effectiveness by providing health facilities, education and awareness, food, and other
related materials of human life (Kumar et al., 2021; Mohsin & Ismail, 2013).

However, Al Anshory et al. (2020) affirmed that Zakat institutions have a significant and
vital role in assisting the public authority in preventing the impact of COVID-19 in the economy,
given their position as a charitable organization. This vital role can be executed in different
dimensions, such as education and social orientation, to enhance the well-being of the people
affected by the pandemic (Hamilton & Gross, 2021). Zakat institutions can be used in the health
sector and developing ways of eradicating poverty (Ahmad & Ghiasul Haq, 2021) regarding a Zakat
institute for the study and provisions of vaccines for the COVID-19 pandemic to forestall the
spread of the disease (Hasan, 2020). Moreover, the study conducted by Sulaeman and Ninglasari
(2020) demonstrates that the Zakat institution has played an important role in assisting people
during the COVID-19 pandemic. This can serve as a reference for other countries to take Zakat
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as an essential mechanism for social financing. Collaborating with several parties will help
overcome the vulnerable group. Hambari et al. (2020) demonstrated that Zakat has an important
role in reducing societal poverty.

Similarly, posits that several people in various countries face difficulties in life. Zakatis one
of Islamic social financing that can play an essential role in overcoming difficulties by supporting
societies. Besides, the institutions of Zakat can play a significant role in helping the government
deal with vulnerability if they are properly institutionalized in the country (Muhammad & Bin
Ngah, 2020). Note that implementing the government's Movement Control Order (MCO) in
Malaysia resulted in Zakat institutions providing funds to assist people through the different
programs for the victims of COVID-19 (Hambari et al., 2020). This effort demonstrates that the
institutions of Zakat have an important role to play by assisting people amidst the crisis and
beyond.

Moreover, in an Indonesian investigation relating to using Zakat to cushion the effect of
COVID-19 and other related crises, Sulaeman and Ninglasari (2020) recommend that Zakat could
assist the government and policymakers in their plans to mitigate or minimize the negative effect
of the deadly pandemic. Similarly, Ibrahim (2015) discovered that Zakat plays a significant role in
mutual assistance to Muslim communities. Zakat assists in redistributing wealth, reducing
inequality, alleviating poverty, and as well assist in demonstrating the willingness of rich Muslims
to submit themselves to the commands of the Almighty Allah by worshipping Him and assisting
in implementing His injunctions (Muhammad & Bin Ngah, 2020).

Saad and Farouk (2019) study relating to Zakat management in Nigeria. Rusydiana and As-
Salafiyah (2021) examine a business incubation model based on productive Zakat for the economic
recovery of small and medium enterprises (SMEs) during a difficult time. The study strongly
emphasizes the utilization of Zakat products for community development schemes, which have
gigantic potential to reestablish the economy of the people affected negatively. The authors
demonstrate that Zakat in Malaysia helps various people during the MCO by offering various
innovations and empowerment for community-based business programs that can positively impact
the community. More so, the outcomes of the study conducted by Ascarya (2022) show that
Islamic social financing has enormous potential to fight any pandemic, especially through Zakat,
which has proved to be an effective mechanism to fight the vulnerability.

Islamic social finance has great potential for economic development, including Zakat,
which can effectively alleviate the suffering of Muslim communities (Tok et al., 2022; Mohsin,
2019). Similarly, Zakat has been one of the Islamic social programs that have had a significant role
in safeguarding and promoting Muslim well-being throughout Islamic history. The Zakat
management and distribution were extensively efficient and effective during the second caliphs to
the extent that Zakat was offered to all the needy in communities (Abdul-Jabbar and Bin-Nashwan,
2022). All these demonstrate that Zakat can potentially improve communities' well-being,
especially in reducing societal poverty.

Waqfon the Social Development

Waqfis one of the major Islamic economic mechanisms used for the socio-economic development
of society. Wagfimplies a devout and charitable donation. Generally, Wagfhas been the mechanism
for social development that incorporates maintaining and providing libraries, mosques, shops,
scholarships, and educational institutions (Seman et al., 2021; Mohadi & Akli, 2022; Muhammad
et al., 2023). Waqf serves as an instrument for eradicating poverty and the socio-economic
development of Muslim societies. Wagfinstitution plays an important role in the history of Islam,
starting from the era of the Prophet (PBUH) up to the 19th century. The Wagf institutions
significantly impact the social lives of many societies. It has established a network that covers all

the areas of human life, such as education, religion, health, social, and economic sectors (Medias
et al., 2022).
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Muhammad & Bin Ngah (2020) pointed out Wagf as a powerful concept discovered by
scholars and Islamic scholars and considered an essential tool for the welfare of the masses. Wagf
has long played an important role in various Islamic societies and social development. Based on
the challenges to overcome, its popularity as a unique and progtessive development tool in today's
Muslim community shows a downward trend (Biswas, 2023). Additionally, Wagf has made a
revolutionary shift in its means, introducing a range of Wagf products that respond to the well-
being and needs of communities and revitalize an economy that appears to be thriving during the
current global economic crisis (Khan & Haneef, 2022). Othman et al. (2022) found that a Wagf
could reduce the burden on local communities during and after MCO implementation in Malaysia.
Waqf benefits communities and societies, the public sector, and national development. Solichin
(2022) studied income generation through the Wagf Project and the Malaysian Wagf Institute and
found improvements in its application and reduced suffering for the vulnerable; however, the
authors suggest further improvements to Wagf to meet the needs for a sustainable and stable
economy.

On the other hand, Kasri and Chaerunnisa (2022) explore the application and potential of
Waqf institutions in the Islamic Development Banks of Indonesia, Malaysia, Kuwait, and Egypt.
Research has found that Wagf can support financial activities through Wagf real estate for various
purposes, such as infrastructure, health, nutrition, and education. Similarly, efforts to foster
economic empowerment in communities can be realized through Cash Wagf, which funds small
businesses. Moreover, the contribution and role of cash Wagf can increase local economic activity
(Wahyuni et al., 2021; Ramli et al., 2022). Furthermore, Wagf organizations play an important role
in Muslim communities by assisting the poor, orphans, and the elderly through business activities,
health, training, and education (Laila et al., 2023). Priyadi et al. (2023) argued that Wagf could
improve various activities, including Wagfhospitals, Wagfisolation shelters, Wagf general hospitals,
Waqf masks, Waqf universities, Wagqf ventilators, etc.

Hypothesis Development

For this study, conceptually, research has focused on Wagf-based social systems that may
contribute to solving problems in poverty reduction in the targeted areas in Northern Nigeria.
Berakon et al. (2022) emphasize Zakat and Wagf's importance, whereas some argue about the
power mechanism of Wagfand Zakat in eradicating poverty and enhancing sustainable economic
development. Nevertheless, social income performance remains low, and robust social support for
poor Muslims. Most low-income households need more sources of revenue to tackle poverty. The
study builds on Wagfand Zakat in addressing and reducing the region's poverty and sustainable
economic development.

Furthermore, the studies check the relationship between variable Wagfand Zakat in
enhancing sustainable economic development in Northern Nigeria. The study used two
approaches to analyse the role of Islamic social finance based on direct relationships. Therefore,
the proposed model is as follows:

H::  Wagfsignificantly enhances sustainable development.

H. = Zakat significantly enhances sustainable development.

Hi:  Wagfsignificantly reduces poverty.

Hy  Zakat significantly reduces poverty.

Hs:  Poverty reduction promotes sustainable economic development.

METHODOLOGY

Method and Sampling

A survey method with a random sampling approach was used in this study. Data samples were
collected from officials, teachers, researchers, employees, and customers of financial institutions
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in Northern Nigeria where six states are in north-western and north-eastern Nigeria. However, the
sample size was determined in a study using Structural Equation Modeling (SEM) (dos Santos &
Cirillo, 2023). Many used SEM as a parameter estimation approach. However, many researchers
pay attention to the suitability of their data to meet the estimated requirements using maximum
likelihood methods to obtain reasonable research solutions. The minimum sample size for SEM is
200 respondents and above (Rakhimov et al., 2023). A total of 285 people from the North
participated in the survey. Participants were surveyed using a 5-point Likert scale. This study
analysed data using SEM and the Statistical Package for the Social Sciences (SPSS) software.

Data Analysis

Data analysis was performed based on confirmatory factor analysis to test the model's effectiveness
in reducing poverty in northern Nigeria. Nevertheless, it also measured people's perceptions of
the relationship between Wagf Zakat and enhancing sustainable economic development (Al-
Shaghdari et al., 2021). Structural relationships between standardized loadings of constituents and
latent variables were given based on the goodness-of-fit index. The indices consist of the
approximate Root-Mean-Square Error (RMSEA), Goodness-of-Fit Index (GFI), Adjusted
Goodness-of-Fit Index (AGFI), and Comparative Fit Index (CFI). Descriptive and frequency
analyses were performed to represent the demographic variables of the respondents. In addition,
we checked the 'internal consistency' of the questionnaires using the normality assessment test and
the Cronbach alpha test. Consequently, the normal distribution was tested using the SEM. The
researchers then tested the measurement model. This identified hypothetical relationships between
observed variables and underlying constructs. Finally, SEM should be performed to determine the
relationship between the Waqf, Zakat and underlying direct effect, as shown in Figure 1.

H3

Poverty W —
Reduction

He

Figure 1: The relationship between wagf, zakat and underlying direct effect

Model Assessment of Normality

The result of the assessment of normality is presented in Table 1. It has shown the skewness and
Kurtosis of all items as well as the variables placed between 2 to *2 for skewness as
recommended by (Byrne, 2013), and Kurtosis is considered £7 to +7 as recommended by (Sarstedt
et al.,, 2022). The data set of all item constructs were well-modelled by a normal distribution. The
skewness ranges from -0.599 to -1.770, and the Kurtosis ranges from 0.236 to 2.715.

183



Table 1: Assessment of normality

Construct Item Skewness CR Kurtosis CR
7K1 -1.304 -6.284 0.448 2.822
7ZK2 -0.685 -0.886 0.236 1.258
Zakat
ZK3 -0.896 -6.399 0.721 3.030
7ZK4 -0.787 -6.677 0.491 1.792
WQ1 -1.048 -7.579 2.201 2.485
Wagf WQ2 -1.076 -7.719 1.387 6.405
WQ3 -1.770 -7.300 2.420 3.630
WQ4 -1.726 -7.219 2.241 7.630
PR1 -1.667 -6.516 2.715 7.603
Poverty Reduce PR2 -1.217 -7.439 1.329 2.370
PR3 -0.599 -6.136 0.557 1.657
PR4 -0.808 -7.764 0.691 1.654
SED1 -1.254 -7.237 1.778 6.250
SED2 -1.158 -7.841 1.569 5.748
Sustainable Economic Development SED3 -1.006 -7.885 1.021 2.264
SED4 -0.784 -5.437 0.362 0.756
EES3 -1.192 -4.285 1.384 6.503
RESULT AND ANALYSIS

Table 2 shows the demographic information of the respondents, which consists of the gender,
marital status, age of each group, and educational background of the respondents based on their
respective status.

Table 2: Demographic analysis of the respondents

Demographic Data Categories Frequency  Percentile
18-35 114 40%
Age 36-55 125 44%
56-above 46 16%
Male 171 60%
Gender Female 114 40%
Single 86 30%
Marital status Married 142 50%
Widow 57 20%
Primary 29 10%
Secondary 62 22%
Educational Level Degtee 114 40%
Postgraduate 51 18%
Others 29 10%

The demographics of the respondents in the study indicate their characteristics based on
gender, age, marital status, and education level to determine the possibility of Wagf and Zakat
addressing poverty reduction. The results show that 40 percent of the respondents are 18 to 35
years old. The male respondents are 60 percent, while female respondents are 30 percent. In
addition, the married category is 50 percent of the respondents. Furthermore, the education level
is considered differently, indicating the capacity for knowledge and sound understanding; that
means Wagqf-Zakat, which can be accessed as the basic need based on reducing poverty in Northern
Nigeria.

Table 3 shows factor loadings based on settings (Bryne, 2013). The range of standardized
factor loadings for the four external variables is from >0.5 to 0.9 (Sim et al., 2022). The higher the
factor loading, the more positive the factor construction.
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Table 3: Description and factor loading

Construct Measurement Items Loading
used Factor
WQF The Wagfreduces poverty and enhances sustainable Economic WQ 1 0.991
development.
Wagf may be used to address poverty in Northern Nigeria. WQ 2 0.861
Waqf can address the ethical values of restoring the distribution WQ 3 0.753
of income through sustainability.
Wagf can be used as a government mechanism for economic WQ 4 0.845
growth.
ZK Zakat can be used to fund SMEs and reduce poverty. ZK 1 0.874
Zakat tund can be used to eradicate poverty. ZK 2 0.903
Zakat can be utilized to formalize using Zakat institutions ZK 3 0.837
distribution.
Zakat can prevent poverty and enhance economic growth. ZK 4 0.804
PR Poverty Reduction can be achieved through Wagf. PR1 0.787
Poverty Reduction can be achieved and addressed through PR2 0.877
Zakat.
Sustainable Economic Development can be tackled by PR3 0.866
reducing poverty.
Sustainable Economic Development can be achieved through PR4 0.777
Zakat and Wagqf.
SED Sustainable Economic Development can be eradicated using SED1 0.892
the Zakat fund.
The Sustainable Economic Development is obtainable with SED2 0.763
the Wagf fund.
Both Wagfand Zakat can be used to address Poverty reduction. SED3 0.782
Both Wagf and Zakat can be used to enhance sustainable SED4 0.922
Economic Development.
Table 4: Internal consistency and reliability
Variables Cronbach  Composite  Average Variance
alpha reliability Extracted
Wagqf (WQ) 0.920 0.923 0.862
Zakat (ZK) 0.914 0.916 0.854
Poverty reduction (PR) 0.895 0.897 0.826
Sustainable Economic Development (SED) 0.905 0.907 0.839

Rakhimov et al. (2023) used such a method for the internal consistency of a model. Table
4 presented that Average Variance Extracted (AVE) and Composite Reliability (CR) have met the
criterion for Average Value Extracted as above >0.50 (Byrne, 2013) and CR, which is another way
comparable with Cronbach's alpha that is considered reliable at AVE (>0.60) as recommended by
Hair et al. (2017). The highest AVE indicates reliable data, and the variable Wagfis 0.862, followed
by Zakat (0.854), Poverty reduction (0.826), and Sustainable Economic Development (0.839).
Similarly, the CR value for all constructs exceeded the recommended value of >0.70, the same as

Cronbach's alpha with a value above 0.7, which means the convergent of the constructs analyses
is satisfied (Sim et al., 2022).
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Table 5: Discriminant validity

Variables WQF ZKT PR SED
Wagf 0.743

ZLakat 0.124 0.729

Poverty reduction (PR) 0.252 0.458 0.682

Sustainable Economic Development (SED) 0.322 0.394 0.296 0.703

The discriminant validity results described and refined in Table 5 test latent structural
variables and show correlations between latent structural variables based on AVE square root
mean diagonal and off-diagonal elements. Table 5 shows that the square root of AVE is greater
across rows and columns than off-diagonal, below the recommended threshold of 0.85 (Byrne,
2013). Note that the results show that all elements with different configurations show good
loadings.

75

Wagqf

26 ] Poverty Reduction Sustain_Econ_Devl

.55

Zakat

Figure 2: Measurement Model

Table 6 lists the model measurements and shows the fit shown above. CMIN/DF gives
2.314, as recommended by (Byrne, 2013). GFI, AGFL IFI, CFI, and TLI are recommended to be
greater than 0.9, meeting our assumptions, while RMSEA is recommended to be less than 0.08, as
suggested by (Rakhimov et al., 2023). However, the dependent variable is as specified in the
measurement model, thus indicating an appropriate and accepted study model.

Table 6: Model of fitness-based theories

Model Fit Results Recommended Theories
Threshold

CMIN/DF 2.314 <5.0 Byrne, 2013

GFI 0.935 >0.9 Sarstedt, et al., 2022

AGFI 0.929 >0.9 Byrne, 2013

IFT 0.915 >0.9 Byrne, 2013

CFI 0.943 >0.9 Sim et al., 2022

TLI 0.920 >0.9 Byrne, 2013

RMSEA 0.045 <0.08 Rakhimov et al., 2023
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Table 7: Hypotheses testing

Path Unstandardized  S.E. Critical P- Hypotheses
Estimate Ratio value

Waqf-> SED 296 045 6.541 .000 Supported (Hi)

Zakat-> SED .209 .049 4.301 .000 Supported (Hy)

Wagf-> PR 401 .049 8.103 .000 Supported (Hs)

Zakat-> PR .307 058 5.270 .000 Supported (Hy)

PR->SED 274 .045 6.541 .000 Supported (Hs)

Table 7 testing hypotheses indicates the significant relationship between Wagf Sustainable
Economic development and Wagfis significantly positive; the probability of getting a critical ratio
as large as 6.541 with an absolute p-value of 0.000. Therefore, the direct link between the W(Q and
SED is supported (H1). The scenario is the same with ZK and SED; the direct link between ZK
and SED indicates a positive effect with Wagfand accepts the H2, H3, H4, and H5. The above
results and analyses indicate the direct link between the independent variables and the direct link
with positive effects, as indicated in Table 7.

DISCUSSION

Following the measurement and structural models investigated, Table 2 indicates the demographic
analysis of the respondents. Table 3 shows the descriptive factor loading that forms the construct
factor loading. Fach item used was perfectly loaded above 0.5 as recommended (Sim et al., 2022),
which means the higher the factor loading, the more positive the construction of the measurement
model. The construct reliability and validity indicate the absolute measurement assessment as all
met the threshold of the theories, AVE above 0.6 (Alamer, 2022), CR above 0.7 (Byrne, 2013),
and Cronbach's alpha also considered the threshold of 0.7 and above in Table 4 (dos Santos &
Cirillo, 2023). Table 5 shows the discriminant validity results describing the square root of AVE
as greater than off-diagonal across rows and columns, which were below the recommended
threshold of 0.85 (Sarstedt et al., 2022). In addition, Table 6 describes the measurement of the
model and discloses each model fit of GFI, AGFI, IFI, CFI, TLI, and RMSEA as recommended
by (Byrne, 2013).

Morteover, Tables 7 and 8 indicate the results' direct effect and status of each variable
towards eradicating poverty and sustainable economic development. The hypotheses were
accepted on the direct effect between ZK towards PR and WQ towards PR and enhancing SED.
Therefore, the results have a direct effect relationship in Table 7.

The study confirmed the relationship between Islamic social finance (Wagfand Zakat) and
the reduction of poverty and enhancement of sustainable economic development and wealth
distribution in communities (Hasan, 2020). Both scenarios showed a positive relationship between
the variables and the direct effect. The results supported the argument that Wagfand Zakat were
independent and dependent variables, as supported by (Ahmad & Ghiasul Haq, 2021). The
innovative capabilities of Islamic social finance are the most important factor for maintaining a
competitive advantage in reducing poverty (Hambari et al., 2020). The study shows that Islamic
social finance can support Sustainable Economic Development by providing opportunities for
governments to invest modestly in the system and attract donors to fund the sector through Wagf
and Zakat. The result justifies the fact that Islamic social finance influences sustainable goals. The
structural funding of Wagf and Zakat established essential benefits and a strong relationship
between direct effects, as indicated in Table 7. The result emphasizes addressing vulnerable groups
and enhancing sustainable economic development in Northern Nigeria. Finally, the study stresses
the significance of applying Islamic Social Finance to tackle poverty and enhance sustainability.
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CONCLUSION

The fitness model of goodness-of-fit that consists of GFI, AGFI, TLI CFI, and RMSEA (0.052)
is perfectly fitted and ensures the theories were being used and utilized credibly to meet the
required model development. The empirical evidence demonstrates the statistical fitness and
practical significance of the results tested. The direct effect of the hypotheses indicates the positive
relationship between variables. Further, this study discovered a positive relationship between the
WQ ->SED and ZK->SED. In the practical form, the first set shows a positive influence on SED,
the same as PR, indicating a direct relationship. In addition, the study provides important
information and positive relationships between the variables.

Moreover, the study justifies that Islamic social finance will significantly reduce poverty
and assist the Government in the Northern region for vulnerable groups if appropriately
institutionalized by the Government on ethical and domestic funding sources. Therefore, two
variables, Waqf and Zakat, reduce poverty in North Nigeria. This study shows that Islamic social
finance can be a potential funding source to promote sustainable Economic Development in
Northern Nigeria. The paper provides a model that can be used to reduce poverty and impact the
sustainable regional economy.
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