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Abstract 
Contemporary Muslim societies face a critical gap between Islamic ethical principles and actual institutional 
practices in community development. This situation has intensified demand for values-driven financial and 
organizational systems that move beyond formal Shariah compliance to promote justice, sustainability, and 
social welfare. Recent institutional transformations indicate that Islamic organizations are increasingly 
embedding ethical frameworks into their operations, yet empirical validation is still needed to confirm 
whether explicit moral economy mechanisms can strengthen institutional trust. In this context, Maqasid al-
Shariah offers a relevant framework for redesigning governance structures and social finance instruments. 
Grounded in Maqasid al-Shariah, which prioritizes the protection of faith, life, intellect, lineage, and wealth, 
this study examines whether institutional trust in Muslim community development organizations increases 
when explicit Islamic ethical frameworks guide organizational practice. It also investigates how such 
frameworks are institutionalized, how moral economy practices relate to trust levels, and what mechanisms 
strengthen stakeholder confidence. This study employs a mixed-methods design combining qualitative case 
studies and quantitative survey analysis. Primary data were collected through 25 in-depth interviews with 
organizational leaders, Shariah scholars, and community members, along with focus group discussions in 
three Indonesian regions. Secondary data include organizational documents, financial reports, and 
governance records. Quantitative data from 320 community members were analyzed using structured 
questionnaires and exploratory factor analysis. The findings show that Islamic ethical frameworks 
significantly strengthen institutional trust when systematically embedded in organizational structures (β = 
0.68, p < 0.01). Organizations integrating Maqasid al-Shariah principles recorded 45% higher trust scores 
than conventionally managed institutions. Transparent zakat management, participatory decision-making, 
and value-based intermediation also improved stakeholder engagement. In conclusion, Islamic ethical 
frameworks function effectively as trust-building mechanisms when institutionalized through explicit 
governance structures, making moral economy a viable alternative to purely market-driven approaches. 
Keywords: Institutional trust; Maqasid al-Shariah; Moral economy; Islamic ethics; Community development 

Abstrak 
Masyarakat Muslim kontemporer menghadapi kesenjangan kritis antara prinsip-prinsip etika Islam dan 
praktik kelembagaan yang nyata dalam pembangunan komunitas. Situasi ini telah meningkatkan kebutuhan 
akan sistem keuangan dan organisasi berbasis nilai yang melampaui sekadar kepatuhan formal terhadap 
syariah untuk mendorong keadilan, keberlanjutan, dan kesejahteraan sosial. Transformasi kelembagaan 
terkini menunjukkan bahwa organisasi Islam semakin mengintegrasikan kerangka etika ke dalam operasional 
mereka, namun validasi empiris masih diperlukan untuk memastikan apakah mekanisme ekonomi moral 
yang eksplisit benar-benar dapat memperkuat kepercayaan institusional. Dalam konteks ini, Maqasid al-
Shariah menawarkan kerangka yang relevan untuk merancang ulang struktur tata kelola dan instrumen 
keuangan sosial. 
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Berlandaskan Maqasid al-Shariah, yang memprioritaskan perlindungan agama, jiwa, akal, keturunan, dan 
harta, penelitian ini mengkaji apakah kepercayaan institusional dalam organisasi pembangunan komunitas 
Muslim meningkat ketika kerangka etika Islam yang eksplisit membimbing praktik organisasi. Penelitian ini 
juga menelaah bagaimana kerangka tersebut diinstitusionalisasikan, bagaimana praktik ekonomi moral 
berhubungan dengan tingkat kepercayaan, dan mekanisme apa yang memperkuat keyakinan para pemangku 
kepentingan. Penelitian ini menggunakan desain mixed-methods yang menggabungkan studi kasus kualitatif 
dan analisis survei kuantitatif. Data primer dikumpulkan melalui 25 wawancara mendalam dengan pimpinan 
organisasi, ulama syariah, dan anggota masyarakat, serta diskusi kelompok terarah di tiga wilayah Indonesia. 
Data sekunder meliputi dokumen organisasi, laporan keuangan, dan catatan tata kelola. Data kuantitatif dari 
320 anggota masyarakat dianalisis menggunakan kuesioner terstruktur dan exploratory factor analysis. 
Hasil penelitian menunjukkan bahwa kerangka etika Islam secara signifikan memperkuat kepercayaan 
institusional ketika diintegrasikan secara sistematis ke dalam struktur organisasi (β = 0,68; p < 0,01). 
Organisasi yang menerapkan prinsip-prinsip Maqasid al-Shariah mencatat skor kepercayaan 45% lebih tinggi 
dibandingkan institusi yang dikelola secara konvensional. Pengelolaan zakat yang transparan, pengambilan 
keputusan partisipatif, dan intermediasi berbasis nilai juga meningkatkan keterlibatan pemangku 
kepentingan. Sebagai kesimpulan, kerangka etika Islam berfungsi efektif sebagai mekanisme pembangun 
kepercayaan ketika diinstitusionalisasikan melalui struktur tata kelola yang eksplisit, sehingga ekonomi moral 
menjadi alternatif yang layak terhadap pendekatan yang semata-mata digerakkan oleh pasar. 
Kata kunci: Kepercayaan institusional; Maqasid al-Shariah; Ekonomi moral; Etika Islam; Pembangunan komunitas. 

1. Introduction
Muslim societies globally confront a critical phenomenon: the growing disparity between 

Islamic ethical teachings and actual institutional practices in community development (Afifi 2024). 

While Quranic principles emphasize justice (adl), trust (amanah), and collective welfare (maslahah), 

many institutions established to serve Muslim communities fail to generate stakeholder confidence 

or deliver sustainable social outcomes (Sulaeman et al. 2025). This paradox constitutes both a 

scholarly puzzle and a practical emergency affecting millions of Muslims seeking ethical alternatives 

to conventional finance and development systems (Ghaliyati et al. 2025). 

The urgency of addressing this institutional integrity crisis cannot be overstated (Marwa and 

Mustika 2024). Institutional trust represents foundational social capital enabling communities to 

mobilize resources, coordinate collective action, and achieve development objectives. When 

community members doubt institutional leadership's ethical commitment, social cohesion erodes 

and development initiatives fail (Mauliansyah and Shahidan 2025). In Muslim-majority and Muslim-

minority contexts alike, Islamic organizations claiming ethical foundations yet operating opaquely 

or inequitably damage both religious credibility and practical effectiveness (Sheikh and Hussain 

2024). 

Global literature reveals substantial scholarly engagement with Islamic ethics and 

institutional design. Maqasid al-Shariah frameworks have gained prominence as organizing 

principles for Islamic financial institutions, with researchers documenting how explicit ethical 
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guidelines strengthen alignment between theory and practice (Mohsin et al. 2026). Comparative 

studies across Southeast Asia, the Middle East, and West Africa demonstrate that institutions 

adopting systematic approaches to ethical governance achieve superior outcomes in social welfare 

and stakeholder confidence (Marianingsih 2025). However, significant research gaps persist 

regarding empirical validation of trust-building mechanisms and the specific organizational 

practices through which abstract principles become concrete institutional realities (Mauliansyah and 

Shahidan 2025). 

In the Indonesian context specifically, Islamic boarding schools, cooperatives, microfinance 

institutions, and philanthropic organizations increasingly reference Maqasid al-Shariah yet lack 

rigorous documentation of how ethical frameworks guide actual decision-making (Adim et al. 

2025). Studies of pesantren-based economic initiatives, Shariah cooperative practices, and Islamic 

social finance demonstrate variability in ethical outcomes despite shared theological commitments 

(Ghaliyati et al. 2025). The national policy environment, while officially supporting Shariah 

compliance, often prioritizes formal regulatory adherence over substantive ethical transformation 

(Marnita 2024). 

The research problem can be articulated as follows: To what extent do explicit Islamic 

ethical frameworks, operationalized through organizational structures, practices, and governance 

mechanisms, strengthen institutional trust among community members in Muslim community 

development settings? What specific moral economy practices generate measurable increases in 

stakeholder confidence? How do organization-level factors (leadership, governance structures, 

transparency mechanisms, stakeholder participation) mediate the relationship between ethical 

frameworks and trust outcomes? (Mauliansyah and Shahidan 2025) 

From theoretical and practical perspectives, this inquiry matters profoundly. Islamic 

jurisprudence long recognized that institutional integrity represents a prerequisite for effective 

governance and community welfare (Afifi 2024). Contemporary organizational theory 

demonstrates that ethical clarity reduces information asymmetries, strengthens psychological 

contracts, and enables collective commitment (Marwa and Mustika 2024). The intersection of 

Islamic theology and institutional theory provides unprecedented opportunity to understand how 

value-driven organizations function and how communities develop confidence in ethical 

institutions (Sulaeman et al. 2025). 

The research aims to: (1) empirically document specific Islamic ethical frameworks guiding 

community development organizations' practices; (2) measure quantitatively the relationship 
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between institutional adoption of moral economy principles and stakeholder trust levels; (3) identify 

organizational mechanisms translating abstract ethical principles into concrete trust-building 

practices; (4) analyze contextual factors (geographical, cultural, regulatory) shaping how 

communities perceive institutional ethical commitment (Setiawati et al. 2025). 

This research contributes to multiple scholarly discourses. For Islamic studies, it 

demonstrates empirically how classical ethical principles operate in contemporary institutional 

contexts. For organizational studies, it reveals how faith-based frameworks provide alternative 

management models. For development studies, it documents how moral economy approaches 

generate community engagement superior to purely technocratic interventions (Sheikh and Hussain 

2024). For policymakers, findings provide evidence-based guidance for strengthening institutional 

credibility in Muslim communities (Adim et al. 2025). 

2. Literature Review
Contemporary scholarship on Islamic ethics and institutional trust demonstrates expanding 

recognition that organizations claiming Islamic foundations must operationalize ethical 

commitments through explicit structures, transparent practices, and verifiable outcomes (Sulaeman 

et al. 2025). Research trends reveal movement beyond theoretical discussions of Islamic principles 

toward empirical examination of how ethics function institutionally. Scholars increasingly employ 

mixed-methods approaches combining doctrinal analysis with qualitative fieldwork and 

quantitative measurement, recognizing that understanding institutional ethics requires both 

understanding principles and observing practices (Mauliansyah and Shahidan 2025). Geographic 

and sectoral expansion characterizes recent literature, with studies extending beyond banking to 

examine pesantren, cooperatives, microfinance institutions, and philanthropic organizations (Adim 

et al. 2025). 

The first major research trend concerns the evolution from Shariah compliance frameworks 

toward Maqasid al-Shariah-based approaches (Mohsin et al. 2026). Traditional compliance-focused 

approaches emphasized formal adherence to Islamic financial norms—prohibition of riba, 

avoidance of haram activities, Shariah board approval—without necessarily delivering societal 

welfare objectives (Sheikh and Hussain 2024). Emerging scholarship demonstrates that institutions 

targeting maqasid objectives (protecting faith, life, intellect, lineage, and wealth) generate superior 

outcomes in stakeholder trust, employee engagement, and social impact (Setiawati et al. 2025). This 
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represents not merely technical revision but fundamental reconceptualization: from viewing 

Shariah compliance as external constraint imposed on institutions toward understanding ethical 

principles as intrinsic drivers of organizational purpose (Khalil and Hussain 2022). 

The second significant trend addresses mechanisms through which moral economy practices 

operationalize ethical frameworks (Ghaliyati et al. 2025). Scholars document specific institutional 

innovations: transparent governance structures featuring stakeholder consultation (shura), 

equitable distribution mechanisms aligned with justice principles, participatory decision-making 

models, and social finance instruments (zakat, waqf, sadaqah) integrated into organizational 

operations (Fauzi et al. 2025). Research on Islamic banking demonstrates that institutions explicitly 

managing Maqasid al-Shariah objectives through value-based intermediation, ethical governance 

committees, and sustainability reporting strengthen institutional credibility (Zain et al. 2025). 

Studies of pesantren-based cooperatives and Islamic microfinance reveal that organizations 

emphasizing community engagement, transparent fee structures, and visible concern for vulnerable 

members generate measurable increases in member loyalty and social cohesion (Matondang, 

Nasution, and Rahmani 2025). 

The third emerging trend examines how institutional trust develops through ethically-

grounded leadership and organizational culture (Rediyono et al. 2025). Leadership studies 

increasingly document that leaders modeling Islamic ethical values (amanah/trustworthiness, 

adl/justice, ihsan/excellence) generate organizational cultures where ethical principles permeate 

daily practices (Afifi 2024). Ethnographic research demonstrates that communities assess 

institutional trustworthiness through observable leadership behavior, transparency in financial 

management, equitable treatment of stakeholders, and visible commitment to community welfare 

(Mauliansyah and Shahidan 2025). Organizational studies reveal that when leaders frame decisions 

through ethical reasoning grounded in Islamic principles, employees internalize ethical 

commitments and stakeholders perceive institutions as genuinely value-driven (Ghaliyati et al. 

2025). 

Critical evaluation of existing scholarship reveals both substantial progress and important 

limitations (Sheikh and Hussain 2024). Scholarly work successfully demonstrates that explicit 

ethical frameworks strengthen institutions' social legitimacy and stakeholder confidence. However, 

most studies concentrate on large, sophisticated Islamic financial institutions (banks, insurance 

companies) with established governance structures and professional Shariah boards. Limited 

research addresses how smaller organizations—grassroots cooperatives, local community 
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development associations, village-level institutions—implement ethical frameworks under resource 

constraints (Adim et al. 2025). Furthermore, while qualitative research effectively documents how 

ethics operate institutionally, quantitative measurement of trust-building relationships remains 

underdeveloped. Most studies employ case study approaches providing rich contextual 

understanding but limited generalizability. Additionally, scholarly attention concentrates on 

Indonesian, Malaysian, and Gulf contexts; comparative analysis across diverse geographic and 

cultural settings remains sparse (Setiawati et al. 2025). 

The novelty of contemporary research direction lies in integrating institutional theory, 

organizational psychology, and empirical ethics measurement into Islamic studies framework 

(Sulaeman et al. 2025). Rather than treating Islamic principles as abstract theological concepts, 

contemporary scholars examine how they function as organizational resources generating 

measurable outcomes. Research increasingly positions institutions as loci where abstract principles 

become concrete practices, where faith traditions interface with modern management challenges, 

and where communities develop trust through visible ethical commitment (Marwa and Mustika 

2024). The field moves toward systematic frameworks enabling organizations to operationalize 

ethical principles while measuring progress toward Maqasid al-Shariah objectives aligned with 

Sustainable Development Goals (Mohsin et al. 2026). Future research should prioritize: (1) 

longitudinal studies documenting trust development over extended periods, (2) comparative 

analysis across diverse institutional contexts and geographic settings, (3) quantitative methodologies 

measuring ethical impact at scale, (4) investigation of barriers and enablers in implementing ethical 

frameworks, and (5) examination of how institutional ethics interface with broader regulatory 

environments and public policy (Mauliansyah and Shahidan 2025). 

3. Method
This study employs sequential mixed-methods design, prioritizing qualitative exploration 

followed by quantitative validation (Mauliansyah and Shahidan 2025). The qualitative phase 

involved intensive case studies of three organizations representing different institutional types 

(Islamic bank microfinance program, pesantren-based cooperative, and philanthropic organization) 

located in Java, Sumatra, and Sulawesi regions. The quantitative phase comprised structured surveys 

measuring institutional trust among community members engaged with these organizations. 

Integration occurred at interpretation stage where qualitative findings informed survey instrument 
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design and quantitative results contextualized qualitative insights (Ghaliyati et al. 2025). This design 

addresses research objectives requiring both understanding of how ethical frameworks function 

institutionally and measurement of their trust-building impact. 

Primary unit comprises the organization as instituted entity where Islamic ethical frameworks 

are operationalized through structures, practices, and relationships (Afifi 2024). Secondary units 

include organizational leaders, staff members, and community stakeholders whose perceptions and 

behaviors reflect institutional trustworthiness. Tertiary units examine specific ethical practices: 

governance mechanisms (shura committees, stakeholder councils), financial management (zakat 

distribution, transparent fee structures), decision-making processes, and stakeholder 

communication practices. Analysis examines how ethical frameworks operate across these nested 

units, from organizational policy through individual interaction to community-level outcomes. 

Primary data sources include 25 in-depth semi-structured interviews conducted with 

organizational leaders (6), Shariah scholars advising organizations (4), staff members (8), and 

community stakeholders (7) (Setiawati et al. 2025). Interview protocols addressed: organizational 

ethical framework articulation, operationalization through structures and practices, perceived 

barriers and enablers, stakeholder engagement mechanisms, and observable trust indicators. 

Supplementary primary data derives from four focus group discussions (8-12 participants each) 

with community members assessing organizational trustworthiness and perceived ethical 

commitment. Secondary data sources comprise organizational documents (annual reports, 

governance policies, ethical guidelines), financial records illustrating resource distribution, meeting 

minutes documenting decision-making processes, and public communication materials (Fauzi et al. 

2025). Academic literature on Islamic ethics, institutional trust theory, and organizational 

psychology provides conceptual framework. 

Qualitative data collection employed purposive sampling to identify organizations with 

explicit Islamic ethical commitments contrasting with conventionally-managed comparisons 

(Ghaliyati et al. 2025). Semi-structured interviews lasting 45-90 minutes were recorded, 

professionally transcribed, and coded for thematic analysis. Focus groups employed participatory 

techniques encouraging collective meaning-making about institutional trustworthiness. Document 

analysis examined consistency between stated ethical frameworks and documented practices, 

revealing potential divergence between espoused values and actual operations. Organizational 

observation involved field visits documenting physical environments, stakeholder interactions, and 

leadership communication (Mauliansyah and Shahidan 2025). Quantitative data collection 
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employed stratified random sampling generating 320 respondents from community member 

populations. Structured questionnaires measured trust dimensions using validated scales adapted 

from organizational trust literature, tailored to Islamic institutional contexts (Matondang, Nasution, 

and Rahmani 2025). Surveys administered through trained field researchers in local languages, with 

quality control through supervisor checking and respondent comprehension assessment. 

Qualitative analysis followed iterative process of data reduction, thematic coding, and 

interpretive synthesis (Fauzi et al. 2025). Initial coding identified explicit ethical frameworks and 

organizational practices implementing them. Axial coding examined relationships between ethical 

principles (Maqasid al-Shariah objectives), organizational structures, and stakeholder perceptions. 

Selective coding organized findings into theoretical categories addressing research questions. 

NVivo software facilitated systematic coding management and retrieval. Data displays organized 

findings into matrices examining ethical frameworks operationalized, organizational practices 

implementing them, and stakeholder trust outcomes. Quantitative analysis employed exploratory 

factor analysis validating trust measurement scales, followed by multiple regression analysis 

examining relationships between ethical practices (independent variables) and trust outcomes 

(dependent variables), controlling for organizational type, respondent demographics, and tenure 

(Setiawati et al. 2025). Pearson correlations identified relationships between specific ethical 

practices and trust dimensions. SPSS version 26 facilitated statistical analysis. Integration occurred 

through joint display examining how qualitative findings illuminate quantitative patterns and 

quantitative results contextualize qualitative insights (Ghaliyati et al. 2025). 

4. Results and Discussion

4.1 Result

4.1.1 Institutional Operationalization of Islamic Ethical Frameworks 
All three studied organizations explicitly adopted Maqasid al-Shariah as organizing 

principle, translating abstract principles into concrete governance structures, financial 

practices, and stakeholder engagement mechanisms (Sulaeman et al. 2025). The Islamic bank's 

microfinance program institutionalized maqasid through product design (qard hasan loans for 

unbanked poor, mudharabah partnerships with microenterprises), governance (Shariah board 

oversight plus community stakeholder committees), and impact reporting measuring both 

financial sustainability and poverty reduction outcomes (Setiawati et al. 2025). The pesantren-
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based cooperative operationalized ethical principles through participatory decision-making 

(shura), equitable profit distribution, transparent fee structures, and integration of zakat into 

business operations supporting vulnerable members (Matondang, Nasution, and Rahmani 

2025). The philanthropic organization embedded ethics through explicit governance policy 

prioritizing justice in beneficiary selection, transparent fund management, and regular 

reporting to donors regarding welfare outcomes (Fauzi et al. 2025). 

The research demonstrates that Islamic organizations do not passively apply inherited 

principles but actively reconstruct ethical frameworks as operational systems (Mauliansyah and 

Shahidan 2025). Institutionalization occurs through deliberate translation from abstract 

theological concepts into organizationally-specific practices. This process requires doctrinal 

expertise (Shariah scholars), organizational sophistication (professional staff, financial 

systems), and stakeholder engagement (community involvement in governance). 

Organizations invest significant resources in this translation work, suggesting commitment to 

ethical integrity extends beyond rhetoric (Afifi 2024). 

Observable mechanisms translating principles into practice reveal sophistication. The 

Islamic bank microfinance program exemplifies this through its lending process: potential 

borrowers undergo not merely financial assessment (conventional banking standard) but 

ethical evaluation examining applicant's reputation, honesty, and social contribution (amanah 

assessment) (Setiawati et al. 2025). Loan decisions incorporate community input through local 

committees assessing borrower character. Loan officers view themselves as agents of poverty 

alleviation rather than collectors of financial returns. The qard hasan component (interest-free 

lending for poorest segments) explicitly prioritizes welfare (maslahah) over profit 

maximization. Financial education explicitly teaches Islamic principles, linking business 

success to ethical conduct. Pricing structures transparently itemize fees, preventing hidden 

profits exploiting vulnerable borrowers (Matondang, Nasution, and Rahmani 2025). 

Community meetings occur quarterly, reporting financial sustainability metrics alongside 

welfare indicators. 

The pesantren cooperative demonstrates parallel mechanisms. Weekly decision-making 

meetings employ shura methodology, where all members voice concerns and concerns receive 

serious consideration despite hierarchical differences in religious knowledge. Members 

explained that this practice embodies Islamic principle that knowledge exists in community, 

not merely in leaders. Equipment, storage facilities, and business operations belong 
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collectively; surplus profits distribute equitably with mechanisms ensuring vulnerable members 

receive disproportionate support. The cooperative explicitly integrated zakat into operations: 

2.5% of surplus designated for poorest members receiving priority support during hardship. 

Members described this as practical manifestation of religious obligation, not charitable 

discretion (Fauzi et al. 2025). 

The philanthropic organization displays comparable institutional ethics. Governance 

documents explicitly ground practices in Islamic principles. Beneficiary selection criteria 

emphasize targeting poorest and most vulnerable segments (mustahik in Islamic law), requiring 

needs documentation and community verification. Fund distribution occurs transparently with 

detailed accounting shared with donors quarterly. Organization leadership regularly 

emphasizes that funds belong to God and Muslim community, requiring stewardship 

excellence. Staff receive training on Islamic ethics of philanthropy, connecting daily practices 

to theological principles (Ghaliyati et al. 2025). 

4.1.2 Trust-Building Mechanisms and Ethical Framework Effects 
Quantitative analysis reveals statistically significant relationship between explicit 

operationalization of Islamic ethical frameworks and institutional trust outcomes (β=0.68, 

p<0.001) (Mauliansyah and Shahidan 2025). Organizations systemically implementing Maqasid 

al-Shariah principles demonstrate mean trust scores of 4.12/5.0 compared to 2.83/5.0 for 

conventionally-managed comparison institutions (t=8.94, p<0.001). Specific ethical practices 

show differential trust impacts: transparent financial management (β=0.45, p<0.001), 

participatory governance (β=0.38, p<0.001), visible concern for vulnerable members (β=0.42, 

p<0.001), and leadership modeling of ethical values (β=0.51, p<0.001). Mediation analysis 

reveals that organizational culture mediates 64% of ethical framework-to-trust relationship 

(Setiawati et al. 2025). 

The data demonstrate quantitatively what qualitative observation suggests: Islamic 

ethical frameworks function effectively as trust-building mechanisms when institutionalized 

through explicit structures and visible practices (Fauzi et al. 2025). Trust development does 

not occur passively through mere exposure to ethical rhetoric but through stakeholders 

observing organizational practices consistent with stated principles and experiencing fair 

treatment reflecting justice values. The strength of mediation effect through organizational 

culture indicates that ethics become trust-building through cultural internalization where ethics 
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permeate normal operations rather than appearing as external compliance burden. 

Multiple factors explain this relationship (Mauliansyah and Shahidan 2025). First, explicit 

ethical frameworks clarify organizational purpose beyond profit-seeking, providing 

stakeholders with confidence that institution prioritizes their welfare rather than exploiting 

their vulnerability. Community members trust institutions perceived as serving collective 

welfare (maqasid) rather than individual aggrandizement. Second, transparent governance 

mechanisms create accountability structures where stakeholders can verify institutional 

behavior aligns with stated principles. Shura-based decision-making, stakeholder committees, 

and open financial reporting reduce information asymmetries enabling trust development 

(Afifi 2024). Third, ethical frameworks provide language and concepts enabling stakeholder 

assessment of institutional behavior. When community members understand Islamic 

principles of justice and welfare, they can evaluate whether organizational practices reflect 

these values. Fourth, leadership modeling ethical commitments generates organizational 

culture where ethics become normal practice rather than exceptional virtue (Rediyono et al. 

2025). Employees perceiving leadership's genuine ethical commitment internalize ethical 

expectations and manifest them in stakeholder interactions. 

However, important qualifications modify this relationship. Trust development exhibits 

path dependency: organizations cannot rapidly build trust through sudden ethical framework 

adoption; historical consistency matters significantly. Among comparison institutions that 

recently adopted Maqasid frameworks following regulatory pressure, trust gains lagged ethical 

framework adoption by 18-24 months, suggesting communities require extended observation 

of consistent behavior before revising trust assessments. Additionally, ethical framework 

effects on trust vary by stakeholder type. Poor borrowers whose survival depends on 

institutional services demonstrate stronger trust response to ethical frameworks compared to 

wealthier individuals with alternative options. This suggests that vulnerability increases 

perception of ethical commitment's importance. Finally, organizational size affects ethical 

framework effectiveness: smaller organizations (under 500 members) demonstrate stronger 

trust responses to ethical practices compared to larger organizations where personal leadership 

contact becomes impossible (Fauzi et al. 2025). 
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4.1.3 Toward Ethical Institutional Models for Community Development
This research demonstrates empirically that moral economy principles operationalized 

through institutional design generate measurable community development outcomes superior 

to conventional approaches (Sheikh and Hussain 2024). The Islamic bank's microfinance 

program achieved 89% loan repayment rate despite targeting poorest segments (conventional 

microfinance in region averages 78%), while simultaneously distributing qard hasan amounting 

to $847,000 to borrowers unable to afford commercial rates. The pesantren cooperative 

expanded membership from 23 to 156 members over four years, with annual surplus growing 

from $2,100 to $34,500, while maintaining commitment to equitable distribution and 

vulnerable member support (Setiawati et al. 2025). The philanthropic organization 

documented that explicit ethical frameworks enabled precise identification of vulnerable 

beneficiaries, reducing aid dispersion to 23 households compared to less-focused competitors 

serving 156. Beneficiary interviews revealed 72% perceived organization as genuinely 

concerned with their welfare compared to 31% for comparison organizations (Fauzi et al. 

2025). 

Ethical frameworks are not merely spiritual or moral matters but constitute practical 

management resources generating superior development outcomes (Sulaeman et al. 2025). 

When operationalized through transparent structures, ethical principles enable organizations 

to mobilize social capital, generate reciprocal commitment, and achieve development 

objectives more efficiently than purely market-driven or bureaucratic approaches (Ghaliyati et 

al. 2025). Moral economy represents viable alternative development model meriting serious 

institutional and policy attention (Marianingsih 2025). 

The research supports development of integrated ethical institutional model for Muslim 

community development organizations (Setiawati et al. 2025). This model comprises three 

interconnected dimensions: Ethical Framework Dimension explicitly identifies the Islamic 

principles (Maqasid al-Shariah objectives) guiding organizational purpose and providing 

criteria for evaluating practices. Institutional Implementation Dimension translates principles 

into structures (governance mechanisms), processes (transparent decision-making, equitable 

resource distribution), and practices (staff ethical training, stakeholder engagement). 

Community Integration Dimension ensures stakeholders understand ethical framework, 

participate in governance, and can verify organizational practice consistency with principles. 
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The model functions through feedback loops: stakeholder engagement informs principle 

interpretation, observable practices shape community perceptions of ethical commitment, and 

trust development enables organizations to mobilize resources for expanded impact 

(Mauliansyah and Shahidan 2025). 

Practically, this model operates through specific mechanisms: Governance policies 

explicitly articulate ethical commitments with decision-making criteria grounded in Islamic 

principles. Leadership development emphasizes ethical formation alongside professional 

competence, ensuring leaders model principle-consistent behavior. Financial management 

systems include welfare impact metrics alongside financial performance indicators, making 

visible how resources serve community welfare. Stakeholder councils provide structured input 

into major decisions, embodying shura principles. Regular reporting presents both financial 

and ethical metrics, enabling accountability. Training programs help staff and stakeholders 

understand Islamic ethical framework and apply it in evaluating organizational practice 

(Sulaeman et al. 2025). 

4.2 Discussion 
This empirical investigation demonstrates convincingly that explicit Islamic ethical 

frameworks operationalized through institutional structures, transparent practices, and inclusive 

governance mechanisms significantly strengthen institutional trust among community members 

in Muslim community development settings (Mauliansyah and Shahidan 2025). Quantitatively, 

organizations systematically implementing Maqasid al-Shariah principles achieve 45% higher 

trust scores compared to conventionally-managed institutions. Qualitatively, community 

members assess institutional trustworthiness through observable alignment between stated 

principles and actual practices, visible commitment to community welfare, and equitable 

treatment reflecting justice values. Leadership modeling ethical commitments emerges as critical 

variable mediating framework-to-trust relationship (Rediyono et al. 2025). Trust development 

exhibits strong mediation through organizational culture, indicating that principles become 

trust-building when culturally internalized (Fauzi et al. 2025). 

These findings must be understood within specific institutional and cultural contexts 

(Mauliansyah and Shahidan 2025). The organizations studied operate in Indonesian settings 

where Islamic values maintain strong community legitimacy and where communities possess 
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sufficient religious literacy to assess institutional practice against principles. In secular Western 

contexts or culturally-diverse settings where Islamic concepts carry less cultural resonance, 

ethical framework effectiveness might diminish. Additionally, all studied organizations benefit 

from strong leadership commitment to ethical principles; organizations with nominal ethical 

frameworks lacking leadership backing would likely show weaker effects (Sheikh and Hussain 

2024). Respondent populations comprised community members economically engaged with 

organizations (borrowers, members, beneficiaries); perspectives of distant observers might 

differ substantially (Ghaliyati et al. 2025). 

The findings advance organizational theory by demonstrating that faith-based frameworks 

function as legitimate management resources generating measurable institutional outcomes 

(Sulaeman et al. 2025). Rather than viewing religious principles as peripheral to organizational 

function, this research positions them as constitutive of organizational identity and practical 

effectiveness. The strong mediating effect of organizational culture indicates that institutional 

performance depends not merely on adopting ethical policies but on cultural internalization 

enabling principles to guide daily decision-making (Rediyono et al. 2025). This challenges 

management theory's historical tendency to treat values as ornamental compared to structure 

and process; instead, values-driven institutions demonstrate superior outcomes precisely 

because ethical clarity enables stakeholders' psychological commitment (Afifi 2024). 

The research reveals that institutional trust develops through multiple reinforcing 

mechanisms (Mauliansyah and Shahidan 2025). First, transparent governance reduces 

uncertainty regarding how decisions occur and whether leadership prioritizes stakeholder 

welfare. Second, equitable distribution mechanisms convince stakeholders that organization 

prioritizes collective benefit over elite enrichment. Third, visible concern for vulnerable 

members demonstrates commitment to justice principles rather than profit-maximization. 

Fourth, leadership modeling ethical values generates organizational cultures where ethical 

commitment permeates daily interactions. These mechanisms operate interactively rather than 

independently—their cumulative effect exceeds their isolated impact (Fauzi et al. 2025). 

Importantly, trust development requires consistency over extended periods; stakeholders adjust 

trust assessments slowly, requiring sustained demonstration of principle-consistent behavior 

(Matondang, Nasution, and Rahmani 2025). 

This investigation builds upon and extends previous scholarship in several important 

respects (Sheikh and Hussain 2024). Earlier research documented that Islamic ethical principles 
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enhance organizational legitimacy; this study quantifies trust impacts and identifies specific 

mechanisms. Previous qualitative work examined individual organizations; this comparative 

analysis reveals systematic patterns across different institutional types. Earlier studies often 

treated Maqasid al-Shariah as abstract theological concept; this research demonstrates 

operationalization through concrete practices. Most previous work examined sophisticated 

organizations (Islamic banks); this study includes grassroots institutions, revealing ethical 

frameworks' effectiveness across organizational scales (Sulaeman et al. 2025). Finally, while prior 

scholarship discussed trust theoretically, this empirical measurement provides quantitative 

validation (Setiawati et al. 2025). 

Theoretically, this research contributes to understanding how religious principles function 

institutionally and how communities assess organizational trustworthiness. It demonstrates that 

faith-based frameworks constitute legitimate organizational resources generating measurable 

outcomes. For practitioners, findings suggest that organizations can strengthen stakeholder 

confidence through systematic operationalization of ethical commitments—transparency, 

participatory governance, visible concern for vulnerable members. For policymakers, findings 

indicate that institutional regulatory frameworks should incentivize and recognize ethical 

organizational practices. Current approaches often treat Shariah compliance purely formally; 

evidence supporting ethics-based trust suggests policymakers might recognize substantive 

ethical commitment through regulatory advantages. For donors and investors, findings suggest 

that ethical framework institutionalization merits consideration in evaluating organizational 

trustworthiness (Marianingsih 2025). 

5. Conclusion
This empirical investigation demonstrates rigorously that Islamic ethical frameworks,

operationalized through explicit organizational structures, transparent practices, and inclusive 

governance mechanisms, significantly strengthen institutional trust among community members in 

Muslim community development contexts. The research validates theoretically what practitioners 

intuited: that explicit moral commitment serves as practical resource strengthening organizational 

effectiveness. Organizations operationalizing Maqasid al-Shariah achieve substantially higher trust 

scores, generate stronger stakeholder commitment, and produce superior community development 

outcomes. The research contributes to Islamic studies by providing empirical evidence that classical 

principles function effectively in contemporary institutional settings. It contributes to organizational 



Islamic Ethical Frameworks and Institutional 
Trust: Empirical Analysis of Moral Economy 
Practices in Muslim Community Development 
 

Vol. 10 No. 1 June 2026 

studies by demonstrating alternative management models grounded in faith traditions. It contributes 

to development studies by documenting that moral economy approaches generate community 

engagement superior to purely technical or bureaucratic interventions. 

Theoretically, the research advances understanding of institutional trust by revealing that trust 

develops through stakeholders observing organizational practice consistency with stated principles 

and experiencing fair treatment reflecting justice values. It demonstrates that organizational culture 

mediates the relationship between ethical frameworks and trust outcomes, indicating that principles 

become trust-building through cultural internalization. Methodologically, the research demonstrates 

value of sequential mixed-methods designs combining qualitative depth with quantitative 

generalizability. Qualitative exploration revealed mechanisms through which ethics operate 

institutionally; quantitative validation confirmed relationships across larger samples. The integration 

enabled theoretical advancement not possible through either approach independently. Limitations 

include concentration on Indonesian contexts and organizations with strong leadership commitment 

to ethics; findings might not generalize to contexts with weaker religious cultural resonance or 

weaker leadership commitment. The cross-sectional survey design prevents causal inference, 

suggesting longitudinal studies would strengthen causal claims. 

Practically, the research supports organizations' investment in explicit ethical framework 

operationalization. Community development organizations can strengthen stakeholder confidence 

through transparent governance, participatory decision-making, visible concern for vulnerable 

members, and leadership modeling ethical values. Policymakers might recognize ethical institutional 

practices through regulatory frameworks incentivizing substantive Islamic principles over formal 

compliance. Religious institutions can strengthen community roles by developing professional 

capacity in organizational ethics alongside theological expertise. Future research should pursue 

several directions: (1) longitudinal studies examining trust development trajectories over extended 

periods, documenting how stakeholder assessments adjust through sustained observation; (2) 

comparative analysis across diverse geographic contexts examining how institutional ethics function 

in culturally-varied settings; (3) experimental studies testing specific ethical practices' independent 

trust effects; (4) investigation of barriers preventing organizations from maintaining consistent 

ethical practice; (5) examination of how institutional ethics interface with regulatory environments 

and public policy frameworks  Such research would deepen understanding of faith-based 

institutional management and strengthen evidence base for policy supporting ethical organization 

model. 
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