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ABSTRACT

This study investigates the influence of Zakat, Infaq, and Sadaqah (ZIS), education, health, and entrepreneurship on
poverty alleviation in Indonesia, particularly in supporting the achievement of Sustainable Development Goal 1 (No
Poverty). A quantitative approach was employed using secondary data from the National Amil Zakat Agency of the
Republic of Indonesia (BAZNAS RI) and the Central Statistics Agency (BPS) for the 2021-2024 period. The data were
analyzed through multiple linear regression with a panel data model. The results indicate that ZIS acceptance has a
significant negative relationship with poverty levels, implying that higher ZIS collection and distribution can effectively
contribute to poverty reduction. Meanwhile, school participation rates as an indicator of educational attainment show
no significant impact on poverty reduction, suggesting that improvements in education quality and relevance are still
needed to enhance its economic effect. Life expectancy, representing health indicators, demonstrates a significant
negative influence, highlighting the essential role of better healthcare access and quality in reducing poverty. On the
other hand, entrepreneurship, measured by the number of Micro and Small Enterprises (MSEs), exhibits a significant
positive relationship with poverty, which may reflect challenges such as limited access to financing, low business literacy,
and weak competitiveness among small entrepreneurs. These findings emphasize the importance of strengthening ZIS
management, enhancing health services, and adopting sustainable strategies in education and entrepreneurship
development. This study provides important insights for policymakers, zakat institutions, and communities in
formulating effective strategies to accelerate poverty alleviation and achieve Sustainable Development Goal 1 in
Indonesia.
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1. INTRODUCTION

The eradication of poverty remains one of the most persistent global challenges in the twenty-first century. Sustainable
Development Goal 1 (SDG 1) No Poverty, emphasizes the necessity of eliminating extreme poverty in all its forms by 2030
(United Nations, 2015). Despite substantial progress achieved through various social and economic initiatives, poverty
continues to manifest in multidimensional forms that extend beyond income deprivation, encompassing limitations in
education, health, and access to productive resources (Alkire & Santos, 2014). In Indonesia, although the poverty rate
declined to 9.03 percent in March 2024, the persistence of inequality and regional disparities underscores structural fragility
within the socio-economic system (BPS, 2024). The uneven cost of living, differentiated access to education and healthcare,
and vulnerability to external shocks reveal that poverty is not merely an economic issue but a complex social phenomenon
that requires multidimensional policy interventions (Alkire et al., 2023).

Within the Indonesian context, Islamic social finance, particularly Zakat, Infaq, and Sadagah (ZIS), serves as an
essential instrument in addressing poverty and promoting equitable economic development. ZIS functions not only as a
religious obligation but also as a redistributive and empowerment mechanism that strengthens social cohesion and financial
inclusion (Muliyati et al., 2022; Sarif et al., 2024). The National Amil Zakat Agency (BAZNAS) reported a consistent increase
in ZIS collection between 2020 and 2024, reflecting rising public trust and participation in Islamic philanthropic institutions
(BAZNAS, 2024). Empirical evidence suggests that effective ZIS management contributes to poverty alleviation by providing
access to capital for micro-enterprises and supporting sustainable livelihoods (Al-Daihani et al., 2025). Nevertheless, the
extent of ZIS’s impact on achieving SDG 1 remains uneven due to variations in governance, accountability, and integration
with national development strategies (Muliati et al., 2020).
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Education has long been recognized as a cornerstone of human capital formation and an essential pathway to poverty
reduction. According to Human Capital Theory, investment in education enhances productivity, employability, and long-
term economic growth (Becker, 1993). In Indonesia, improvements in school participation have not been accompanied by
parallel gains in educational quality, particularly in rural and disadvantaged regions (Mulyani et al., 2025). This imbalance
constrains the transformative potential of education in promoting social mobility and reducing intergenerational poverty
(Anowor et al., 2023). Consequently, education policies must go beyond expanding access and focus on improving learning
outcomes, digital literacy, and alignment between education and labor-market needs to contribute effectively to SDG 1
(Hasan et al., 2024; Lépez-Muiioz et al., 2023).

Health is another crucial determinant of economic resilience and poverty alleviation. Poor health reduces labor capacity,
increases household dependency ratios, and exacerbates financial vulnerability, particularly among low-income populations
(Immurana et al., 2023). Life expectancy, access to quality healthcare, and public health investment are therefore central
to sustainable development and human well-being (Chakroun, 2024; Matenda & Sibanda, 2023). Although Indonesia has
achieved notable progress in public health indicators, such as declining maternal and infant mortality, unequal access
between urban and remote areas continues to hinder inclusive development. The interconnection between health and
poverty illustrates the need for integrated strategies that combine healthcare improvement with economic empowerment to
ensure sustainable poverty reduction (Nguyen et al., 2024).

Furthermore, entrepreneurship has increasingly been recognized as a dynamic engine for inclusive growth and poverty
alleviation. Entrepreneurial activities foster innovation, create employment, and expand income opportunities, particularly
in developing economies (Nayak et al., 2025; Pacheco et al., 2025). In Indonesia, micro, small, and medium-sized enterprises
(MSMEs) account for over 60 percent of total employment, highlighting their strategic role in economic resilience
(Tambunan, 2019). However, systemic challenges such as limited access to credit, inadequate entrepreneurial education,
and digital skill gaps reduce their contribution to sustainable poverty alleviation (Matenda & Sibanda, 2023). Addressing
these constraints through targeted training, inclusive financing, and digital transformation is essential for maximizing
entrepreneurship’s role in achieving SDG 1. Despite the growing body of literature examining the relationships between
ZIS, education, health, and entrepreneurship with poverty reduction, existing research remains fragmented and largely
sectoral. Previous studies have often focused on individual factors in isolation, neglecting the interdependencies among
these socio-economic dimensions (Kailani & Slama, 2020; Muliyati et al., 2022; Sarif et al., 2024).

This study fills that gap by integrating these four variables within a unified empirical framework to evaluate their
collective influence on poverty alleviation in Indonesia. The findings indicate that ZIS and health exert significant negative
effects on poverty rates, while education and entrepreneurship show more complex patterns of association. The novelty of
this research lies in its simultaneous integration of Islamic social finance and human development perspectives in
explaining SDG 1 attainment. However, this study also recognizes its limitations, particularly the reliance on secondary
data and the exclusion of qualitative behavioral factors. Future studies are encouraged to adopt a mixed-method approach
to explore deeper causal mechanisms linking social finance, human capital, and entrepreneurship to poverty reduction.

2. LITERATUR REVIEW
2.1 Theoretical Framework

The conceptual framework of this study draws primarily on two strands of theory. First, Human Capital Theory (Becker,
1993; Schultz, 1961) posits that investments in education and health improve the productivity and well-being of individuals,
thereby contributing to reductions in poverty. For example, higher levels of educational attainment and better health
outcomes enable individuals to participate more effectively in the labour market, raise incomes, and build resilience against
shocks. Second, within the context of Muslim-majority societies, the Maqasid al-Shari‘ah framework emphasises that
Islamic social finance instruments such as Zakat, Infaq and Sadaqgah (ZIS) are designed to promote social justice,
redistribute wealth and empower the marginalized (Ibn Ashur, 2006; Zakj & Hammad, 1987). In this sense, ZIS is not
merely a charitable obligation but a mechanism for inclusive development and poverty alleviation. Moreover,
entrepreneurship theory highlights that fostering micro-enterprises and MSMEs contributes to economic diversification and
employment creation (Pacheco et al., 2025). By integrating these theoretical perspectives, the study conceptualises the
influence of ZIS, education, health and entrepreneurship on the achievement of SDG 1 (No Poverty) through human capital

enhancement, social finance mechanisms and enterprise development.
Z1S and Poverty

Based on the framework of Maqasid al-Shari‘ah, Zakat, Infaq, and Sadaqah (ZIS) are instruments of wealth distribution
and social protection that aim to maintain benefits, including the fulfillment of basic needs and poverty alleviation. In line

Page 2 of 11



Satriah et al. Electronic Journal of Education, Social Economic and Technology, Vol. 6, No. 2, (2025), pp.1~11, Article ID:1258

with this theory, a panel study found that ZIS has a positive impact on poverty alleviation in various provinces in Indonesia
(Hariyanto & Nafi’ah, 2023; Lapopo, 2012; Zahara et al., 2025). In addition, a qualitative case study at provincial zakat
institutions in Central Java also shows that the productive use of ZIS is able to improve the quality of beneficiary human
resources and contribute to poverty alleviation (Faizah, 2022). However, empirical findings are mixed: one study reported
no significant effect of ZIS on poverty when accounting for education and economic growth (Pebruary & Isna Amara, 2024).
Nevertheless, overall theoretical and empirical trends still support the role of ZIS in reducing poverty, so this study
establishes the following hypothesis:

H1: Zakat, Infaq and Sadaqah (ZIS) has a significant effect on poverty levels in Indonesia.

2.2 Education and Poverty

Based on Human Capital Theory (Becker, 1993; Schultz, 1961), education is seen as a form of investment that is able to
increase productivity, work capacity, and individual welfare. Improving the quality of education allows a person to obtain
better jobs, earn higher incomes, and have stronger economic resilience, thus theoretically contributing to poverty reduction.
In line with this theory, one study found that higher literacy levels were significantly associated with lower incidence of
poverty, although average length of school showed the opposite positive impact on poverty in some models (Chopra et al.,
2025; Qoko et al., 2024). Another study examining education, health and poverty found that net participation rate had a
negative and significant effect on poverty, whereas other indicators like schooling years were insignificant or positive in
(Pangeran & Amir, 2022; Surbakti et al., 2023). These inconsistencies may reflect differences in the quality of education,
relevance, and alignment with the labor market, rather than simply access. Despite the differences in findings, theoretical
trends and most empirical evidence support that education plays a role in reducing poverty. Based on this description, this
study formulates the following hypothesis.
H2: Education has a significant effect on poverty levels in Indonesia.

2.3 Health and Poverty

In the perspective of Human Capital Theory, Health status affects poverty through a variety of channels: poor health can
reduce productive capacity, increase dependency and limit economic engagement (Choi & Hwang, 2022; Kiplagat et al.,
2022). Studies in Indonesia show that life expectancy and other health infrastructure variables are negatively associated
with poverty or related human development indices. That health personnel and public health insurance positively influence
life expectancy, while poverty has a negative relationship with life expectancy. A region-based study in East Nusa Tenggara
indicated persistent high poverty rates alongside low life expectancy and HDI levels, underscoring the link between health
deprivation and poverty (Salesman et al., 2019). In general, both theory and empirical evidence support that health is an
important determinant in poverty reduction. Thus, this study proposes the following hypothesis:

H3: Health has a significant effect on poverty levels in Indonesia.

2.4 Entrepreneurship and Poverty

Entrepreneurship and economic development theory emphasizes that entrepreneurial activities, especially through the
development of micro, small, and medium enterprises (MSMESs), play an important role in encouraging inclusive growth,
economic diversification, and job creation (Pacheco et al., 2025; Ratnaningtyas et al., 2025). In Indonesia, various studies
show that MSMEs can reduce poverty if supported by access to capital, innovation, digitalization, and capacity building of
business actors. Entrepreneurship is emerging as a key mechanism for inclusive growth, job creation and poverty reduction
(Ratnaningtyas et al., 2025). Research from Indonesia suggests that micro, small and medium enterprises (MSMEs) can
contribute to lowering poverty if supported by finance, innovation and capacity building. For instance, Windi Ayuni et al.
(2025) constructed a business-performance model for MSMEs and emphasised the role of product innovation, digitalisation
and marketing in reducing regional poverty rates. Meanwhile, another ARDL-based study found that the number of MSMEs
did not significantly impact poverty in the short or long term, while the workforce in MSMEs had a short-term negative
effect on poverty (Mohammed et al., 2019; Sayed & Abedelrahim, 2024; Suparno et al., 2024; Windi Ayuni et al., 2025).
These mixed findings reflect underlying constraints such as weak access to capital, low competitiveness and limited
entrepreneurial literacy. However, theoretically and empirically there is a tendency that entrepreneurship plays a role in
reducing poverty. Therefore, this study establishes the following hypothesis:

H4: Entrepreneurship has a significant effect on poverty levels in Indonesia.
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3. RESEARCH METHOD
3.1 Data and Sample Selection

This study utilizes a purposive sampling technique, in which samples are deliberately selected based on specific criteria
aligned with the research objectives. The population includes all 38 provinces in Indonesia, representing the highest level
of subnational governance. From this population, 33 provinces were selected as the final sample due to the availability and
completeness of relevant data. Five provinces were excluded because of incomplete datasets: West Nusa Tenggara (which
lacked Zakat, Infaq, and Sadaqgah data) and the newly formed provinces of South Papua, Central Papua, Highland Papua,
and Southwest Papua, which did not yet have sufficient data on education, health, and entrepreneurship indicators. After
screening and cleaning invalid or missing entries, the final dataset comprised 99 panel observations, covering the period
2021-2023 for independent variables and 2022—2024 for the dependent variable. This temporal arrangement reflects the
assumption of a lagged effect, where the influence of independent variables such as ZIS (Zakat, Infaq, Sadagah), education,
health, and entrepreneurship is expected to materialize and become measurable one year later in poverty outcomes.

All data used in this research were collected from two official and authoritative sources:
1. Badan Amil Zakat Nasional (BAZNAS RI) — providing annual data on Zakat, Infaq, and Sadaqgah (ZIS) receipts by

province.
2. Badan Pusat Statistik (BPS) — providing socioeconomic data including poverty rates, education participation, life

expectancy, and the number of micro and small enterprises (UMK).

The data collection process involved identifying relevant sources, downloading annual datasets, and cross-verifying
consistency across years. Incomplete or inconsistent data were excluded to ensure validity and reliability in subsequent
analyses.

3.2 Empirical Model and Operational Definition of Variables

To test the research hypotheses, this study employs a multiple linear regression model with the random effects (RE)
approach. This model is chosen because it assumes that the unobserved heterogeneity among provinces is random and
uncorrelated with the explanatory variables, allowing for efficient and unbiased estimation across cross-sectional and time
dimensions. The general form of the regression model is expressed as follows:

SDGslit=a+B1zisit—1+82 Educationit—1+83Healthit—1+84 Entrepreneurship—1+eit

Each variable is defined and measured as follows:

1. Dependent Variable (Y): Poverty Rate (SDG 1 Achievement), the poverty rate represents the proportion of the
population living below the poverty line, calculated as the number of poor residents divided by the total population
multiplied by 100%. This variable reflects the regional progress toward achieving SDG 1: No Poverty. Data were
obtained from Badan Pusat Statistik (BPS).

2. Independent Variable 1 (X1): Zakat, Infaq, and Sadaqah (ZIS) Receipts, this variable captures the total ZIS
collection in each province per year, sourced from BAZNAS RI. Higher ZIS receipts are expected to contribute to
poverty alleviation through income redistribution and community welfare programs.

3. Independent Variable 2 (X2): Education is measured by the School Participation Rate (APS) for individuals aged
7-24 years, obtained from BPS. A higher participation rate indicates improved access to education, which
theoretically enhances human capital and reduces poverty.

4. Independent Variable 3 (X3): The health variable is represented by the Life Expectancy (AHH) at birth, sourced
from BPS. Longer life expectancy reflects better healthcare quality and access, which are crucial for sustainable
human development and poverty reduction.

5. Independent Variable 4 (X4): Entrepreneurship is proxied by the number of Micro and Small Enterprises (UMK)
in each province, as reported by BPS. A higher number of UMK reflects greater local economic activity and
employment creation, thus supporting poverty alleviation.

3.3 Analytical Method

The analytical approach involves estimating the effects of the four independent variables on the poverty rate using panel
data regression under the random effects model (REM) framework. This model is selected based on its ability to account for
province-specific unobserved characteristics that are assumed to be randomly distributed and uncorrelated with the
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explanatory variables. The estimation process was conducted using Stata version 17, which provides advanced tools for
regression estimation, diagnostic testing, and statistical inference. This analytical method enables the study to capture both
the cross-sectional variations across provinces and temporal dynamics across years, providing comprehensive insights into
how ZIS, education, health, and entrepreneurship contribute to poverty reduction in Indonesia.

Table 1. Operational Definition of Variables

Variable Operational Definition, Indicator, and Data Source
Measured by the poverty rate, calculated as the percentage of the poor population to the
Achievement of SDG 1 (Y) total population X 100%.
Source: BPS
Total annual zakat, infaq, and sadagah revenue per province.
Source: BAZNAS RI

ZIS Revenue (X1)

Education (X2) Measured by the School Participation Rate (APS) for individuals aged 7-24 years.
Source: BPS
Measured by Life Expectancy (AHH).

Health (X3) Source: BPSy b . )

Entrepreneurship (X4) lg/ie;a;sclgeiélljbsy the number of Micro and Small Enterprises (MSESs) per province.

Source: Researcher (2025)

4. RESULTS AND DISCUSSION
4.1 Results

A summary of the descriptive statistics for all variables employed in this study is presented in Table 2.

Table 2. Descriptive Statistics of Variables

Variable Mean Std. Dev. Min Max
SDG1it 9.55 4.72 3.80 26.80
ZISit 24.44 1.55 19.95 28.72
Educationit 74.24 2.68 62.88 85.07
Healthit 70.55 2.42 65.29 75.22
Entrepreneurshipit 10.95 1.17 8.59 13.79

Source: Secondary data, STATA-14 output (2025)

The descriptive statistical summary in Table 2 illustrates varying levels of development performance across 33
Indonesian provinces during the observation period. The SDG1it variable records an average value of 9.55 with a standard
deviation of 4.72, indicating considerable disparities in poverty reduction outcomes among regions, from provinces with low
poverty levels (3.80) to those still struggling at 26.80. The ZISit variable shows a mean of 24.44 with moderate variation
(1.55), reflecting relatively consistent but regionally uneven capacities in zakat, infaq, and sadagah collection. Similarly,
the Educationit variable has an average of 74.24, suggesting that most provinces perform well in education, though the
range (62.88-85.07) reveals persistent inequality between more developed and remote areas.

The health it variable shows relatively uniform outcomes, with an average of 70.55 and a small dispersion (2.42),
indicating overall improvement in health performance but remaining gaps in less developed regions. Meanwhile,
Entrepreneurshipit averages 10.95 with modest variation (1.17), suggesting differing levels of entrepreneurial activity
across provinces, often influenced by local economic ecosystems and institutional support. Overall, these results highlight
that while Indonesia has made notable progress toward achieving SDG 1 (No Poverty), regional disparities persist,
particularly in human development dimensions such as education, health, and entrepreneurship factors that collectively
determine the sustainability and inclusiveness of poverty reduction efforts.

Table 3. Correlation Analysis of Variables

Variable SDG1it ZISit Educationit Healthit Entrepreneurshipit
SDG1it 1.000
ZISit -0.354%** 1.000
0.003
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Educationit 0.019*** -0.227 1.000
0.851 0.208

Healthit -0.569*** 0.504*** 0.099*** 1.000
0.000 0.000 0.326

Entrepreneurshipit -0.166* 0.701 -0.213** 0.424%** 1.000
0.099 0.000*** 0.034 0.000

Number of Observations = 99
wkE ** % = Significant at 1%, 5%, and 10% levels respectively.

Source: Secondary data, STATA-17 output (2025)

The correlation analysis presented in Table 3 highlights the significant relationships between SDG1 and several
explanatory variables. The correlation between SDG1it and ZISit is -0.354, significant at the 1% level, indicating a strong
negative association. This means that higher levels of zakat, infaq, and sadaqah (ZIS) are associated with lower poverty
levels, confirming the role of ZIS as an effective redistributive instrument in achieving Sustainable Development Goal (SDG)
1: No Poverty. Conversely, the Educationit variable shows a very weak positive correlation with SDG1 (0.019), which is
statistically insignificant (p > 0.05), suggesting that improvements in education have not yet translated into a direct and
measurable reduction in poverty during the observed period.

The health it variable shows a strong negative correlation with SDG1 at -0.569, significant at the 1% level, implying
that better health outcomes are closely associated with lower poverty rates. This finding aligns with human development
theory, which posits that improved access to and quality of healthcare enhances productivity and economic resilience among
low-income households. The Entrepreneurship it variable also exhibits a negative correlation with SDG1 (-0.166), significant
at the 10% level, indicating that higher entrepreneurial activity contributes to poverty reduction, albeit with a weaker
relationship compared to health and ZIS factors. Overall, these results underscore that socio-economic dimensions such as
health, entrepreneurship, and ZIS management play a vital role in accelerating the achievement of SDG1 at the regional
level.

Table 4. Hypothesis Testing Results

Variable Expected Sign SDG1it
Cons 13.258
0.000

Z1Sit H1l:() -0.728%*
0.051
EducationIt H2:(#) 0.131
0.236

Healthit H3: () 1.113%%
0.000

Entrepreneurshipit H4:(+) 1.071**
0.026
Prov>F 0.000
R-Square 0.368
Adj R-Square 0.341

Obs 99

Explanation of the operationalization of variables in table 1
Fkk k% % = Significant at 1%, 5%, and 10% levels respectively

Source: Secondary data, STATA-14 output (2025)

The regression model presented in Table 4 demonstrates an overall explanatory power that is statistically sound and
meaningful. The R-Square value of 0.368 indicates that approximately 36.8% of the variation in the poverty level (SDG1)
across 33 provinces in Indonesia can be explained by the combined influence of Zakat, Infaq, and Sadaqgah (ZIS), Education,
Health, and Entrepreneurship variables. After adjusting for the number of predictors and observations, the Adjusted R-
Square value of 0.341 suggests that 34.1% of the variance in poverty reduction is explained by the model, implying that the
included independent variables have substantial explanatory capacity. Furthermore, the F-test probability (Prob > F = 0.000)
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confirms that the model as a whole is statistically significant, meaning that these variables collectively have a meaningful
effect on poverty outcomes at the provincial level.

In terms of individual relationships, ZISit displays a negative and significant coefficient (8 = -0.728; p = 0.051),
supporting H1. This finding implies that an increase in zakat, infaq, and sadaqah collection effectively contributes to
reducing poverty levels. The result reinforces the role of Islamic social finance as a complementary instrument to state-led
poverty alleviation policies, particularly in regions with strong philanthropic institutions. Meanwhile, Educationit shows a
positive but statistically insignificant coefficient (8 = 0.131; p = 0.236), suggesting that, while improved education is
theoretically expected to reduce poverty, its immediate impact may not yet be observable within the observed timeframe.
This could be due to a lag effect between educational attainment and actual income or employment outcomes.

The Healthit variable has a negative and highly significant effect (8 =-1.113; p = 0.000), confirming H3. This relationship
indicates that improvements in health outcomes such as higher life expectancy and better access to healthcare, lead to
substantial reductions in poverty levels, as healthier populations tend to be more productive and incur lower medical
expenses. Finally, Entrepreneurshipit exerts a positive and significant influence on poverty (8 = 1.071; p = 0.026), validating
H4. This suggests that higher entrepreneurial activity contributes to income generation, job creation, and local economic
growth, particularly in provinces with strong micro, small, and medium enterprise (MSME) development. Overall, the model
emphasizes that multidimensional factors such as ZIS effectiveness, health improvement, and entrepreneurship growth
play pivotal roles in accelerating poverty reduction in Indonesia, while the education variable may require more time or
structural support to translate into measurable poverty alleviation outcomes.

4.2 Discussion

Overall, this study demonstrates that a multidimensional approach encompassing economic, social, and spiritual
dimensions contributes significantly to achieving Sustainable Development Goal (SDG) 1: No Poverty. Based on the
regression results, it was found that zakat, infaq, and sadagah (ZIS) have a significant negative effect on poverty levels in
Indonesia; thus, the first hypothesis (H1) is accepted. This finding reinforces the view that Islamic philanthropic
instruments play a crucial role in wealth redistribution and poverty alleviation. It is consistent with the study by (Asep
Nurhalim et al., 2022), which found that zakat significantly reduced poverty levels in Central Java, and with (Choiriyah et
al., 2020; Hamid et al., 2023), who revealed that ZIS effectively lowered national poverty rates from 2010 to 2020.
Theoretically, this aligns with the principles of maqgasid al-shari‘ah, which emphasize the preservation of wealth (hifz al-
mal) and equitable economic distribution (Ibn Ashur, 2006). Within the framework of Islamic economics, ZIS functions not
merely as a charitable act but as a socio-economic mechanism to ensure justice and inclusive growth (Amalia & Rama, 2023) .
Hence, the more optimally ZIS funds are managed and distributed, the greater their potential to reduce poverty, particularly
in regions with strong philanthropic infrastructure.

The second hypothesis (H2) is rejected, as education, measured through school participation rates shows a positive yet
statistically insignificant effect on poverty. This suggests that increasing school participation alone is insufficient to
significantly reduce poverty without corresponding improvements in education quality and relevance to labor market
demands. This finding aligns with Aprilia & Sugiharti (2022) , who reported that school participation did not significantly
affect poverty levels in Bali Province, and with Deswita Sari et al. (2023) who found that average years of schooling had no
significant impact on poverty in Indonesia. These results highlight that schooling does not necessarily translate into
learning outcomes (Hanushek & Woessmann, 2009). Within the Human Capital Theory framework, education should serve
as a long-term investment to enhance individual productivity. However, when educational quality remains low and
employment opportunities are limited, the transformative power of education in reducing poverty becomes constrained.

The third hypothesis (H3) is accepted, as the health variable, measured by life expectancy shows a significant negative
effect on poverty levels. This result supports Human Capital Theory, which posits that health constitutes a productive
investment that enhances individuals’ work capacity, efficiency, and income. This study corroborates the findings of Bintang
and (Bintang & Woyanti, 2018), who discovered that improvements in life expectancy contributed to reducing poverty in
Central Java, and Winarni et al. (2024), who demonstrated that health had a significant effect on poverty reduction in West
Nusa Tenggara. These findings indicate that healthier populations are more likely to work productively, incur fewer medical
expenses, and face a lower risk of long-term poverty. Moreover, investment in the health sector generates a multiplier effect
by improving labor competitiveness and household economic stability.

An interesting result emerges from the fourth hypothesis (H4), which is accepted, as entrepreneurship, measured
through the number of micro and small enterprises (MSEs) has a significant relationship with poverty levels in Indonesia.
Although the coefficient is positive, this does not invalidate the hypothesis since the research focuses on the significance of
the relationship rather than its direction. The finding illustrates that the rise in the number of MSEs is closely linked to
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the dynamics of poverty. This phenomenon reflects the prevalence of survival entrepreneurship, in which many small
enterprises are established out of necessity rather than innovation (Bruton et al., 2013; Naudé, 2010) . Previous studies by
Mohammed et al. (2019) and Maziriri & Chivandi (2020) show that productive entrepreneurship can effectively reduce
poverty when supported by financial literacy, access to capital, and entrepreneurship training. However, in the Indonesian
context, many MSEs remain informal, low-income, and non-growth-oriented (Tambunan, 2019) . Consequently, the
expansion of low-productivity micro enterprises may not reduce poverty effectively and could, in some cases, reinforce
economic vulnerability. Therefore, while H4 is statistically accepted, the result highlights the importance of fostering quality,
innovation-driven, and competitive entrepreneurship to ensure that small business development genuinely contributes to
poverty alleviation.

Taken together, these findings affirm that achieving SDG 1: No Poverty requires a multidimensional approach that
integrates economic, human, and spiritual capital. The positive role of entrepreneurship and the redistributive function of
ZIS demonstrate that Islamic social finance can complement state policies in promoting inclusive welfare. This outcome is
consistent with Human Capital Theory which asserts that investments in people, through education, health, and productive
capability, yield long-term economic returns. When coupled with the Maqasid al-Shari‘ah framework, the model underscores
that sustainable poverty alleviation in Muslim-majority contexts like Indonesia must balance material empowerment with
ethical and spiritual well-being, creating a holistic foundation for equitable development.

5. CONCLUSION

This study examined the influence of zakat, infag/sadaqah (ZIS), education, health, and entrepreneurship on poverty
alleviation in Indonesia. The findings reveal that ZIS has a significant impact on reducing poverty, indicating that higher
ZIS collection and distribution can help improve welfare among low-income groups. Education, measured by the school
participation rate, does not have a significant effect on reducing poverty, suggesting that increased access to schooling alone
is insufficient without improvements in quality and relevance to labor market needs. Health, proxied by life expectancy, has
a significant negative relationship with poverty, reaffirming that better access to healthcare services can enhance
productivity and reduce vulnerability to poverty. Finally, entrepreneurship, measured by the number of micro and small
enterprises (MSEs), shows a positive association with poverty, implying that many small-scale businesses emerge from
necessity rather than opportunity, often constrained by limited access to capital, lack of entrepreneurial skills, and intense
market competition. Based on these results, development policies should prioritize improving the quality and relevance of
education in line with labor market demands, while simultaneously promoting entrepreneurial growth through better access
to financing, business training, and market facilitation. Strengthening these areas can help transform survival-oriented
entrepreneurship into productive and sustainable ventures that contribute to long-term poverty reduction. Furthermore,
improving healthcare accessibility remains vital for maintaining a healthy and productive workforce, which is essential for
inclusive economic growth. Future research could expand this study by exploring additional socioeconomic and institutional
variables that may influence poverty alleviation in Indonesia, as well as by extending the time frame or increasing the
number of observations to capture long-term dynamics more comprehensively. Overall, the findings are expected to provide
valuable insights for policymakers and researchers in designing more effective and sustainable poverty reduction strategies
aligned with the goals of Sustainable Development Goal 1: No Poverty.
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