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Abstract 
The potential of green sukuk, an Islamic finance product, to promote environmentally friendly 
infrastructure development in Indonesia is examined in this paper. The study examines how 
green sukuk complies with Islamic law, how well it draws in a variety of investors, and what 
legal and legislative frameworks are needed to support its expansion in Indonesia. A 
comprehensive approach to literature reviews is used in this research methodology. This 
research includes citations to a large number of academic sources, including recent academic 
publications. then using Newton's second law, a physics theory. is a quantitative explanation 
of the modifications to a body's motion that a force can cause. This law asserts that the Islamic 
Brand Personality is inversely proportional to the Policy Stakeholders and directly 
proportional to the Sustainable Finance that works on it.According to the research, green sukuk 
can be a useful instrument for funding environmentally friendly initiatives including low-
emission vehicles, green buildings, and renewable energy while also assisting Indonesia in 
achieving its sustainability targets. To fully realize the potential of green sukuk in the nation, 
the report also emphasizes the necessity of tax breaks, public awareness initiatives, and a 
supporting regulatory framework 
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INTRODUCTION 
Global development is severely hampered by climate change and 

environmental deterioration, necessitating a change to more sustainable methods in 
many industries. In this regard, Islamic finance has drawn more attention as a possible 
means of funding sustainable development because of its emphasis on moral investing 
and social responsibility. Green sukuk is a cutting-edge tool in the Islamic finance 
ecosystem that may be used to finance infrastructure and projects that are more 
ecologically friendly. 

Green sukuk has become a vital tool for funding sustainable energy, resilient 
infrastructure projects, and energy efficiency efforts as a result of the global climate 
crisis, the expanding Islamic finance sector, and the growth of socially conscious 
investing. As a type of Islamic finance, green sukuk benefits the environment in 
addition to the parties involved. With a sizable Muslim population and a strong 
dedication to sustainable development, Indonesia might use green sukuk to promote 
environmentally friendly infrastructure initiatives.(Hariyani and others, 2020) 

One of Southeast Asia's biggest economies, Indonesia, has a lot of opportunity 
to use green sukuk to further its sustainability goals. The nation has been aggressively 
pursuing green infrastructure projects and has set high goals for the production of 
renewable energy. However, the nation has trouble finding sufficient funding for 
these projects.  

 
Figure 1. Global Trends in Capital Market in Contributing to Sustainable 

Development 

 
Source OJK 

The purpose of this essay is to investigate how green sukuk might support 
Indonesia's development of environmentally friendly infrastructure. The study looks 
into whether green sukuk is in line with Islamic principles, if it can draw in a variety 
of investors, and what legal and policy frameworks are needed to support its 
expansion in Indonesia.  

Sukuk are financial certificates that signify ownership of underlying assets; 
they are also known as Islamic bonds. A specific type of sukuk called "green sukuk" 
is intended to fund initiatives that improve the environment, like energy efficiency, 
renewable energy, sustainable waste management, and green construction. 
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In the future, financing sustainable infrastructure will be a difficulty for 
Indonesia. Green sukuk, a sharia-based financial instrument intended to fund 
ecologically beneficial initiatives, is one of the alternatives provided (Araminta et al., 
2022). To finance a range of green initiatives, the Indonesian government has 
introduced green sukuk instruments from 2018 (Rusydiana & Irfany, 2021). (Araminta 
et al., 2022). 

The increased desire for socially conscious investments and the harmonization 
of Islamic finance principles with environmental sustainability are the main drivers 
behind the development of green sukuk. Islamic banking places a strong emphasis on 
asset-backed transactions, avoiding speculative activity, and distributing risks and 
profits fairly. Since green infrastructure projects usually entail long-term, physical 
assets with steady revenue flows, these concepts are ideal for funding them. 

The market for green sukuk has grown significantly in recent years as a result 
of the issuance of these securities by a number of nations, notably Saudi Arabia, 
Indonesia, and Malaysia, to finance environmentally beneficial projects. The growth 
of the green sukuk market can help achieve the Sustainable Development Goals of the 
UN, especially those pertaining to affordable and clean energy, climate action, and 
sustainable cities and communities. 

In order to address its enormous infrastructure development needs, Indonesia 
has been looking into a number of different financing possibilities. By offering a way 
to finance environmentally beneficial initiatives like renewable energy, green 
buildings, and sustainable transportation, green sukuk can be extremely helpful in 
tackling this problem. Through strategic policies including creating a strong 
legislative framework, providing tax incentives, and raising public awareness and 
literacy about this instrument, the government's role as a regulator is essential in 
fostering the growth of green sukuk.  

By encouraging environmentally friendly enterprises and raising living 
standards, Indonesia's green sukuk issuance can help achieve the Sustainable 
Development Goals. Green sukuk can assist Indonesia reduce climate change, 
improve environmental protection, and promote inclusive economic growth by 
allocating cash to sustainable infrastructure.  

 
LITERATURE REVIEW 

Although there isn't much research on green sukuk and how it might be used 
to promote sustainable infrastructure development in Indonesia, a few of studies have 
looked into how it might help with both financial and environmental issues. In 
addition to its capacity to draw in a wide range of investors, including those looking 
for environmentally conscious investment opportunities, researchers have 
emphasized how green sukuk aligns with fundamental Islamic principles, such as 
encouraging moral and socially conscious investments (Suwanan et al. 2022). 

Additionally, research has examined the legislative and policy frameworks 
needed to support the expansion of Indonesia's green sukuk market. These studies 
have underlined the necessity of precise regulations, tax breaks, and public education 
initiatives in order to foster an atmosphere that supports this cutting-edge Islamic 
financial tool. The literature generally indicates that green sukuk can be a useful 
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instrument for funding environmentally friendly infrastructure projects in Indonesia; 
nevertheless,  further  investigation  is  required  to   comprehend   the   actual   use 
and  practical   implications  of  this new financial solution. (Abdullah and others, 
2022). 
  According to The Accounting and Auditing Organization for Islamic 
Financial Institutions (AAOIFI), sukuk can be classified into various forms based on 
its contract: 

1) Sukuk issued in accordance with the ijarah contract is known as Sukuk Ijarah. 
The three types of Sukuk Ijarah are Sukuk ownership of leased tangible assets, 
Sukuk ownership of benefits, and Sukuk ownership of services. 

2) Sukuk Mudharabah Sukuk is issued in accordance with a mudharabah contract 
or agreement in which one party contributes capital (rab al-maal) and the other 
party contributes labor and knowledge (mudharib). The earnings of the 
partnership will be distributed according to a predetermined ratio. All losses 
will be paid for by the person who provided the funding. 

3) Sukuk Salam is a type of sukuk that is issued to raise finance for the salam 
contract, thereby granting the sukuk holder ownership of the commodities that 
will be supplied under the salam contract. 

4) Sukuk Musyarakah is sukuk issued in accordance with a musyarakah contract 
or agreement in which two or more parties collaborate to pool funds in order 
to finance business operations, establish a new project, or develop an existing 
one. In accordance with each party's level of capital participation, profits and 
losses are shared. 

5) Sukuk Istishna' is sukuk that is issued in accordance with an akadistishna', or 
agreement, in which the parties finance a project or items by agreeing to a sale 
and buy. According to the agreement, the project/goods' specs, cost, and 
delivery date are decided upon beforehand. 

6) Sukuk Murabahah is a type of sukuk that is issued using the sale and purchase 
basis. The investor is the buyer of the commodity, and the sukuk certificate 
issuer is the seller. 

7) Sukuk Wakalah refers to sukuk that symbolises a project or commercial activity 
that is overseen by a designated agent (representative) acting on behalf of the 
sukuk holder in accordance with a wakalah contract.  

8) Sukuk Muzara'ah is sukuk that is issued to raise money to finance agricultural 
activities in accordance with the terms of the muzara'ah contract. As a result, 
sukuk investors are entitled to a share of the harvest.In accordance with the 
terms of the musaqah contract, sukuk holders are entitled to a share of the 
harvest. 

9) Sukuk Musaqah is sukuk issued with the intention of using the funds from the 
sukuk issuance to carry out irrigation activities for fruiting plants, pay 
operational costs, and maintain the plants. 
Two kind of sukuk are distinguished by the issuer or organization that issues 

them: 
1) Corporate Sukuk are sukuk issued by businesses, including state-owned and 

private corporations. 
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2) A sovereign sukuk is one that is issued by the government, in this example the 
Republic of Indonesia's Ministry of Finance. 
 

Figure 2. Corporation Sukuk 

 
Source UIR Journal 

 
Figure 3. International Sovereign Sukuk Issuance 

 
 
METHOD 

Newton's second law: F = ma. Newton's second law is a quantitative 
description of the changes that a force can produce on the motion of a body. It states 
that the time rate of change of the momentum of a body is equal in both magnitude 
and direction to the force imposed on it 
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This research methodology uses a thorough approach to literature reviews. 
Numerous scholarly sources, including contemporary scholarly articles, are cited in 
this study. then applying the physics theory of Newton's second law. is a quantitative 
description of the changes that a force can produce on the motion of a body. It states 
that the time rate of change of the momentum of a body is equal in both magnitude 
and direction to the force imposed on it. According to this law, This law states that 
Islamic Brand Personality is directly proportional to the Sustainable Finance that 
works on it and inversely proportional to the Policy Stakeholders. The application of 
this law can be seen in: 

 
 
F = Sustainable Finance 
m  = Policy Stakeholders 
a  = Islamic Brand Personality 
 

Additionally, a comparative analysis was conducted to benchmark Indonesia's 
green sukuk market against the experiences of other countries, such as Malaysia and 
the Gulf Cooperation Council nations, which have been pioneering the development 
of this Islamic finance instrument. This comparative approach helped identify best 
practices and lessons learned that could inform the further development of the green 
sukuk market in Indonesia. 
 
RESULT AND DISCUSSION 

According to the study's findings, green sukuk offers Indonesia a potential 
chance to promote the development of sustainable infrastructure and deal with the 
nation's urgent environmental issues. An examination of Indonesia's current green 
sukuk issuances has demonstrated the beneficial effects these securities have had in 
funding environmentally friendly initiatives like sustainable transportation, green 
buildings, and renewable energy. 

Key stakeholders' qualitative interviews brought to light how green sukuk 
aligns with Islamic beliefs and how investor demand for eco-friendly investment 
solutions is rising. In order to further stimulate the expansion of the green sukuk 
market in Indonesia, policymakers and industry professionals stressed the 
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significance of a favorable regulatory framework, tax incentives, and public awareness 
initiatives. 

The comparison study with other innovative markets, such Malaysia and the 
countries of the Gulf Cooperation Council, has yielded insightful information about 
best practices and lessons learned that can guide Indonesia's ongoing growth of the 
green sukuk ecosystem. These findings suggest that with the right policy and 
regulatory support, green sukuk can be a crucial instrument for Indonesia to achieve 
its sustainable development goals and transition towards a greener, more resilient 
economy. 

The study's conclusions lead to the following suggestions for maximizing green 
sukuk's potential for Indonesia's sustainable infrastructure development: 

- Enhance the Regulatory Structure: The government ought to keep creating a 
thorough and unambiguous regulatory structure for green sukuk, offering 
rules on qualified projects, disclosure specifications, and certification 
procedures. This will support the expansion of the green sukuk market and 
boost investor confidence. 

- Establishing Fiscal Incentives Tax incentives, such as tax exemptions or 
deductions for green sukuk issuers and investors, can be implemented to 
greatly increase the instrument's appeal and spur broader adoption. 

- Boost Public Awareness and Financial Literacy: To inform investors, 
legislators, and the general public about the advantages and workings of green 
sukuk, targeted public awareness campaigns and financial literacy initiatives 
should be put into place. This will increase demand for these sustainable 
investment options and broaden the pool of potential investors. 

- Encourage Collaboration and Knowledge Sharing: The green sukuk issuance 
process can be streamlined and best practices for successful implementation 
can be identified by promoting collaboration and knowledge sharing among 
important stakeholders, such as government agencies, financial institutions, 
infrastructure developers, and environmental experts. 

- Create a Green Sukuk Ecosystem: The government should endeavor to create 
a comprehensive green sukuk ecosystem by incorporating complementing 
programs such environmental impact measurement frameworks, sustainable 
finance taxonomies, and green bond markets. This all-encompassing strategy 
can improve Indonesia's financial system's overall sustainability. 

- By implementing these recommendations, Indonesia can unlock the full 
potential of green sukuk as a powerful tool for financing sustainable 
infrastructure, mitigating climate change, and achieving its broader sustainable 
development goals. 

 
CONCLUSION 

According to Newton's second law law, This law states that Islamic Brand 
Personality is directly proportional to the Sustainable Finance (Green Sukuk) that 
works on it and inversely proportional to the Policy Stakeholders. 

In conclusion, green sukuk offers Indonesia a viable chance to combat the 
climate issue and promote the development of sustainable infrastructure. Unlocking 
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the full potential of this cutting-edge Islamic financing product will depend heavily 
on the government's dedication to establishing a favorable regulatory environment 
and increasing public awareness of green sukuk. 

Innovation in green sukuk is a calculated move by Indonesia to promote the 
development of ecologically friendly and sustainable infrastructure. The government 
uses this sharia-based funding to support environmental preservation in addition to 
infrastructure requirements. Indonesia can serve as a model for other nations looking 
to incorporate sustainability concepts into their national financial system by 
advancing the development and promotion of green sukuk. 
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