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This study aims to establish a link between Sharia financing, the Sustainable Development 

Goals (SDG), and green financing. The relationship will be capable of resolving human 

challenges in the future. This study uses the qualitative normative descriptive. Both sharia and 

green finance contribute to the achievement of the SDGs. Sharia and green financing both 

contribute to increased welfare. The purpose of this research is to examine the development of 

shariah financing and the implementation of the Sustainable Development Goals in Indonesia. 

Indonesia is a developing country with the largest Muslim population in the world. The 

research findings will benefit bank executives and regulators of financial services. The 

research takes a novel approach to the Sustainable Development Goals, Sharia financing, and 

green financing. This study integrates three critical components: green financing, Sustainable 

Development Goals financing, and Sharia financing. Furthermore, this research examines the 

financial industry's role in fostering a more hospitable environment for human life. In order to 

achieve sustainable development goals, shariah financing and green financing are 

complementary, according to this study. 
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1. INTRODUCTION

The Sustainable Development Goals (SDGs) are a 

collection of global objectives that all 193 United Nations 

member countries must strive to achieve. By 2030, the SDGs 

seek to achieve sustainable livelihoods [1]. The pandemic of 

COVID-19 has harmed the SDG targets (COVID-19). 

COVID-19 has harmed every country's economic structure [2, 

3]. The state government has concentrated its efforts on 

recouping the impact of COVID-19. Indonesian President 

Joko Widodo has urged all stakeholders to work together to 

achieve the Sustainable Development Goals targets during the 

pandemic by leveraging the government and private sectors' 

respective knowledge and advantages [4]. Two of the private 

sector's responsibilities are profitability and social 

responsibility [5].  

Financial services are one of the sectors that contribute to 

the achievement of the Sustainable Development Goals. 

Sustainable financing is financial assistance provided by a 

financial institution to promote economic, social, and 

environmental harmony [6]. The financial industry can 

contribute significantly to achieving the SDGs. The finance 

industry is classified as either conventional or Sharia-

compliant. Conventional financial institutions provide credit, 

while Islamic financial institutions provide financing. 

The Indonesian Central Bank has endorsed Sharia financing 

as a strategy for achieving the Sustainable Development Goals. 

The same principles guide sharia finance as the Sustainable 

Development Goals, namely ethics, justice, and equality [7]. 

According to the chairman of Indonesia's Financial Services 

Authority (OJK), Sharia financing is one of the global 

solutions for achieving the SDGs' target [8]. The Finance 

Minister of Indonesia, Sri Mulyani, stated that Islamic values 

are compatible with achieving the SDGs. Additional Sharia-

compliant financial instruments are required urgently [9]. 

Additionally, the Sharia Capital Market plays a critical role in 

advancing the Sustainable Development Goals [10]. Eleven of 

the seventeen Sustainable Development Goals were directly 

related to Sharia financing [11].  

There has been no previous research on this subject. This 

study delves deeply into three critical issues: green financing, 

Sustainable Development Goals, and Sharia financing. The 

purpose of this research is to reassure financial institution 

businesses of the critical importance of focusing on 

sustainable development via green and Sharia financing. 

Additionally, this research discusses the financial industry's 

role in creating a more hospitable environment for human life. 

People still believe Sharia Financing and Green Financing 

are two separate concepts. There has been little debate about 

how Sharia Financing and Green Financing can be used to 

achieve long-term development goals. The goal of the study is 

to connect the two types of financing in order to achieve the 

Sustainable Development Goals. The goal of this study is to 

illustrate how the two types of finance contribute to 

accomplishing long-term development goals. 

2. LITERATURE REVIEW

Research on SDGs, Sharia-compliant financing, and green 

financing are still rare. This research examines alternatives to 

Sharia-compliant and green financing for achieving the SDGs. 

At the moment, available research is limited to two variables. 

This study examines three variables. The studlies of [12-21] 
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have all researched sharia financing. 

Today's economic development is market-driven, whereas 

Sharia economics focuses on holistic human development. 

[22]. The financing method reflects the economic principle. 

While free-market economics emphasizes competition and 

profit or return on investment, Sharia economics emphasizes 

human development and community welfare. 

Sharia financing research continues to be primarily 

concerned with comparing conventional and Sharia financing, 

as well as governance issues [5]. Numerous studies have 

concluded that Sharia financing violates the Sustainable 

Development Goals [19]. Sharia financing cannot be carried 

out correctly, and a gap exists between practice and theory [23, 

24]. The discussion of Shariah Finance concerning the 

Sustainable Development Goals and Green Finance is an 

enticing area of research. 

Along with zakat and adaqah, the Shariah-based financing 

institution of waqf can undoubtedly contribute significantly to 

resolving humanitarian crises caused by climate change [13]. 

These sectors face the most significant risk of economic 

disruption as a result of COVID-19. Sharia financing can be 

used to help resolve humanitarian crises [3]. Sharia-compliant 

financial products have the potential to assist in resolving 

socioeconomic issues. Sharia financing has been proven to be 

effective at empowering women and improving social welfare. 

Sukuk proceeds will improve education, health, and 

environmental conditions [20]. Sharia financing for 

productive sectors, such as micro, small, and medium-sized 

enterprises (MSMEs), contributes to the welfare and equality 

objectives of the Sustainable Development Goals (SDGs) [21]. 

Infaq, Waqf, and Zakat are all types of philanthropic funds that 

can help close the investment gap for the Sustainable 

Development Goals. Countries must work cooperatively to 

accomplish the SDGs [18]. Sharia financing enables countries 

to achieve their Sustainable Development Goals. 

Sharia financing can be used to redistribute income through 

various mechanisms, including Sadaqah, Zakat, Waqf, Sukuk, 

Musharakah, and Murabahah. It may have beneficial 

consequences for the real sector of the economy that is capable 

of achieving SDGs' objectives [25]. Sukuk can help the world 

overcome socioeconomics inequalities [20]. The concept of 

Bai Salam in Sharia-based financing for SDGs 

implementation [26]. Sharia financing should aim to increase 

social inclusion and poverty reduction [27]. Several examples 

of Sharia financing’s contribution are the construction of 

restrooms by Indonesian Zakat distribution, which benefits its 

beneficiaries. This is consistent with SDG No. 6’s objectives 

[28].  

The Sharia financing industry offers innovative products to 

help achieve these SDGs [12]. Economic growth is facilitated 

by a well-functioning Shariah financial system [17]. Sharia 

Financing can contribute to sustainable economic 

development by increasing access to finance, projects 

financing, and Takaful reaches. Productive businesses that are 

grounded in reality can have a beneficial effect on the 

development ecosystem. Sharia financing can help families 

meet unaffordable financial needs through conventional 

financing [14].  

Sharia financing cannot be implemented without the 

cooperation of all interested parties [16]. Sharia is a novel 

economic model. Regulators, business actors, and all parties 

with knowledge must promote and educate the public about 

sharia financing. One of them is to incentivize conventional 

banks to spin off their sharia-compliant business. With a self-

contained unit, the sharia business unit is distinct from its 

conventional business unit. The establishment of Sharia banks 

will ensure that SDGs principles adhere [15]. While 

conventional banks prioritize free markets, sharia banks 

prioritize human development. 

A significant funding amount will be required to achieve the 

SDGs. A significant funding amount must be accompanied by 

a high level of customer satisfaction [16]. Financing is 

available in two forms: conventional and Sharia-compliant. 

Finance is the engine of the economy. Shariah Financing has 

the same effect on the national economy as conventional 

financing does. 

Sharia Financing is available through a variety of financial 

institutions. Sharia finance can be conducted through sharia 

banking, sharia consumer finance institutions, sharia 

pawnshops, sharia microfinance, sharia capital markets, or 

sharia insurance. Sharia microfinance institutions have been 

shown to contribute positively to achieving the Sustainable 

Development Goals in four categories, namely Profit and Loss 

Sharing Financing, Loss Sharing Financing, Social Enterprises 

based on Financing, and Social Financing. The study in 

Bangladesh. Sharia financing is based on the concept of profit 

and loss sharing and is interest-free [29]. Sharia Financing is 

interest-free. Interest is a fee associated with traditional 

financing. 

Sharia financing has the potential to empower women by 

enabling them to participate in sustainable development. 

Sharia financing has increased the number of women in the 

banking industry [30]. Sharia Financing contributes to one of 

the SGDs' primary objectives, gender equality. The SDGs aim 

to achieve gender equality. 

Sharia banking must expand to the lower classes to finance 

poverty eradication [31]. Financing collaborative innovation 

between religious and non-religious institutions is one of the 

recommended strategies for achieving the SDGs. Historically, 

it has been challenging to bring Shariah financing to the local 

community. Financing shariah financial literacy through 

technology will be possible. 

Additionally, Zakah can aid in the achievement of the 

Sustainable Development Goals [32]. The Zakat Fund is one 

method of alleviating poverty. Poverty eradication is one of 

the SDGs goals [33, 34].  

Additionally, accountants contribute to the achievement of 

the SDGs. The Accountants Association has issued guidelines 

for Sharia Financing accounting [35]. Sharia financing 

businesses have unique accounting records. Accounting 

instructions are critical. Sharia accounting records are kept 

differently than conventional accounting records. One of the 

Sharia Financing requirements is that the method of 

accounting for Sharia Financing be followed. Current 

financing is interest-based, whereas sharing financing 

introduces profit- or loss-sharing financing. 

Meanwhile, Sharia economy implementation is not guided 

by the SDGs. The SDGs are an approach based on 

accommodating modification that runs counter to Sharia 

epistemology. Sharia financing for development must be 

completely redefined. The SDG concept is incompatible with 

Sharia economics [19]. On the other hand, Sharia financing is 

an alternative financial system for assisting individuals with 

COVID-19 [36].  

Sharia financing's success is contingent upon customer trust 

[37]. Additionally, Sharia financing has a more structured 

approach to implementing good corporate governance (GCG) 

[38]. Sharia financing is superior to conventional financing in 
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terms of corporate governance. A Sharia Supervisory Board 

oversees the Sharia Institution. Shareholders appoint the 

Sharia Supervisory Board at the Annual General Meeting. The 

Sharia Supervisory Board is in charge of supervising the 

director's operations. The National Sharia Council must 

approve members of the Sharia Supervisory Board. The 

National Sharia Board will appoint the Sharia Supervisory 

Board. This Sharia Supervisory Board is responsible for 

supervising the entire day-to-day operation of the company's 

sharia business. 

Sharia business growth is conditional on macroeconomic 

and microeconomic conditions. The sharia stock price index is 

negatively impacted by currency exchange rates, inflation, and 

gross domestic product. The study examined the Indonesian 

capital market [39]. Currency depreciation reduces the amount 

of Islamic financing. Meanwhile, rising inflation will result in 

a decline in sharia financing. Currency exchange rates and 

inflation affect business. When macroeconomic variables are 

unstable, the business world will halt expansion. 

Sharia financing is a powerful tool for achieving 

Sustainable Development Goals. However, no instrument 

assessing Sharia financial literacy has been developed to date 

[40]. It is critical to developing a measurement matrix for 

Sharia financial literacy. Sharia financing continues to fall 

short of its stated objectives, and there is still a disconnect 

between theory and practice [22]. Non-Muslim countries such 

as Singapore face some challenges, including the absence of 

internationally standardized rules of engagement for Sharia 

financing and banking and a talent shortage [41]. Additionally, 

several barriers to Sharia crowdfunding, including regulatory 

issues, project management, secondary markets, fraud, and 

Shariah compliance [24]. 

Additionally, Sharia financing is instrumental in advancing 

the halal industry and achieving the SDGs' goals [42]. Sharia 

financing also helps mitigate CO2 emissions from 

transportation and other sectors, excluding residential 

buildings and commercial and public services. The residential 

building and commercial and public services sectors are 

strongly associated with the development of Sharia financing 

in Indonesia [43]. Sharia financing may be used as a substitute 

financial system to assist individuals and entrepreneurs 

affected by COVID-19 [38]. Shariah Financing is active in 

several industrial sectors. Shariah Financing makes a direct 

and indirect contribution. Shariah Financing can be used to 

promote green finance. Green Financing will result in a 

reduction in CO2 emissions. Shariah Financing also 

contributes to housing ownership. Shariah Financing offers 

fixed-rate financing, allowing Shariah Financing to contribute 

to sustainable development. 

In conjunction with Sharia financing, green financing can 

be critical in facilitating rural farmers' access to cold storage 

[44]. Significant facets of green microfinance align with the 

SDGs [45]. Green and Sharia financing can be critical in 

developing agricultural storage facilities. This will mitigate 

the community's impact of poverty, hunger, and malnutrition. 

This will assist a country in achieving the SDGs [46].  

The term "green financing" refers to a new type of finance 

that is used in the process of combining environmental 

conservation and financial gain. This phrase refers to a broad 

range of environmentally friendly technologies, projects, and 

industries, as well as the testing of concepts for balancing 

ecological depreciation in the carbon absorption process in the 

atmosphere [47]. Green banking is an important aspect of 

Islamic banking that helps to safeguard the environment. 

Islamic banks have made a substantial contribution to green 

banking, which benefits the environment through cost and 

energy savings, natural resource preservation, and the 

requirement to treat all living things with respect [48]. Green 

funding has a large and positive impact on environmental 

performance [49].  

Increase the role of public financial institutions and non-

banking financial institutions (pension funds and insurance 

companies) in long-term green investments, use the spillover 

tax to increase the rate of return on green projects, develop 

green credit guarantee schemes to reduce credit risk, establish 

community-based trust funds, and address green investment 

risks through financial and policy de-risking are all practical 

solutions in green financing [50]. It is anticipated that nearly 

half of China's annual gross domestic product (GDP) will be 

required to pay for environmental costs, hence shifting China's 

huge economy to a green economy is critical. The green 

financing system aids in the reduction of environmental risks 

around the world [51]. 

This research focuses on three areas: Sharia finance in a 

Sharia economy, sustainable development goals (SDGs), and 

green finance by Sharia financial institutions. How can 

financial institutions finance green projects within the Sharia 

framework to contribute to the SDGs' achievement? 

Discussions of green finance in conjunction with Sharia 

finance are still uncommon. Scientific research continues to 

link Sharia financing to the SDGs. 

The following are the research questions: How is green 

financing being implemented in conjunction with Sharia 

financing? How can green and Sharia financing contribute to 

the achievement of the SDGs? Why will the spin-off of the 

sharia business unit benefit the development of sharia finance? 

 

 

3. RESEARCH METHODOLOGY 
 

Normative, descriptive, or literature studies entail the 

examination of standards and conducting systematic research. 

The research method is a normative descriptive research 

technique or a literature search guided by the formulation of 

the research problem and its context. This research utilized 

secondary sources or library resources. 

Qualitative research is the most frequently used method for 

examining the relationship between Sharia Financing and the 

Sustainable Development Goals. In the last four years, there 

has been an increase in research on Sharia Financing [52]. 

Sharia Financing and the Sustainable Development Goals 

have become a focus of research. This is consistent with the 

SDGs' problem. 

The research's topic focuses on existing Sharia Finance and 

Green Financing standards. The experts' reasons for both 

methods of financing are the subject of this investigation. 

Descriptive discussion has additional benefits in terms of 

maximizing the topic's potential. 

Primary, secondary, and tertiary or supporting materials are 

used in normative and descriptive research. The primary 

source material for this research is the Republic of Indonesia's 

1945 Constitution and other Sharia-related regulations. The 

secondary legal material consists of journal articles, theories, 

scientific books pertinent to the research title, 

symposium/seminar proceedings, and scientific articles. 

Tertiary materials combine the characteristics of primary and 

secondary materials [53]. 
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4. RESULTS 

 

Sharia finance is an Islamic concept. Sharia financing is 

interest-free and is not permitted to finance specific sectors 

that Islam prohibits. Sharia principles include justice and 

balance ('adl wa tawazun), benefit (maslahah), and 

universalism (alamiyah), and are devoid of gharar, maysir, 

usury, injustice, and unlawful objects. Islamic finance does not 

charge interest and is based on the profit-sharing principle. 

Additionally, Islamic financing does not impose early 

payment penalties. Islamic financing is distinct from 

conventional financing in that it makes use of separate 

agreements. Sharia financing penalties are used to fund 

charitable endeavors. 

In terms of equity holders, the relationship between Islamic 

financial institutions and their customers is a partnership 

(musyarakah and mudharabah), a seller-buyer relationship 

(murabahah, salam, and istishna), a lease relationship (ijarah), 

and a debtor-creditor relationship (qard). Sharia financing is a 

collaborative effort, not a transaction. 

Meanwhile, the relationship between traditional financial 

institutions and their customers resembles that of creditors and 

debtors. Profits and losses are the basis for this relationship. 

Sharia financing, per religious principles, did not finance the 

prostitution industry and prohibited animal slaughter and 

derivatives. 

Sharia financing is a non-traditional method of financing for 

small, medium, and micro-businesses. Sharia-compliant 

financing is available through banks, non-bank financial 

institutions, and pawnshops. Additionally, Islamic financial 

institutions include Sharia-compliant insurance and Sharia-

compliant capital market investments. This financing 

mechanism has been developed in some countries with a 

predominantly Muslim population. Islamic finance has 

expanded faster than conventional banking, particularly 

during the COVID-19 Pandemic. 

Green finance is an investment that goes toward sustainable 

development projects and initiatives, environmental products, 

and policies that promote economic sustainability [54]. Green 

financing is a type of bank financing targeted at industries or 

activities that contribute to sustainable development. This 

financing is targeted at sectors that contribute to the 

achievement of sustainable development goals (SDGs). 

Green financing is a way for financial institutions, mainly 

banks and lending institutions, to demonstrate their 

commitment to achieving sustainable development. The 

government has not mandated the distribution of green 

financing. Green financing will raise businesses' awareness of 

the importance of sustainable development. Every industry has 

the potential to be a green industry. 

The SDGs are a 17-goal global action plan. The SDGs have 

evolved into a shared commitment among United Nations 

members. The 17 SDGs aim to improve the world's standard 

of living by eradicating poverty, preserving the environment, 

achieving gender and educational equality, and ending climate 

or environmental change. 

The Sustainable Development Goals (SDGs) were 

announced on September 25, 2015, and are expected to be 

achieved by 2030. One hundred ninety-three member 

countries made this announcement at the United Nations office. 

The United Nations' primary focus is on the Sustainable 

Development Goals. Attaining SDG targets has become 

increasingly difficult in the aftermath of the COVID-19 

pandemic. Additionally, the COVID-19 pandemic exemplifies 

one of the SDG issues, namely health and equity. The 

pandemic demonstrated that health issues are a source of 

contention for humanity. Vaccinating the entire world's 

population is also a challenge. SDGs are critical for achieving 

sustainable development. 

Numerous financial institutions establish a Sharia business 

unit (UUS) early on. Traditional financial institutions have 

established a Sharia business unit to conduct Sharia business. 

Sharia financial institutions absorbed the Sharia business unit. 

An employee holds the position of head of the Sharia business 

unit. The Sharia Supervisory Board oversees the Sharia 

business unit process (DPS). Conventional financial 

institutions conventionally conduct business. By and large, 

conventional business activities refer to the operations of 

financial institutions. The financing is disbursed with an eye 

toward the financial institution's profit. The primary objective 

of conventional financial institutions is profit. Sharia is a 

business unit within conventional financial institutions. 

Sharia business units are governed similarly to conventional 

financial institutions. The board of directors is composed of 

directors, and the board of commissioners is composed of 

commissioners. This governance includes the Sharia 

Supervisory Board. The Sharia Supervisory Board's primary 

responsibility is to oversee the Sharia business unit. Sharia 

Financing's implementation of good corporate governance 

(GCG) has a more robust structure [40]. 

Sharia Financing Institutions (LPS) can provide Sharia-

compliant savings with an emphasis on green finance. This 

provides the Sharia Financing Institution with a competitive 

edge. Contribution to sustainable development through 

funding or customer savings the customer's contribution to 

sustainable development can be communicated as value to 

prospective customers. Customers can be educated that they 

have contributed to sustainable development by saving money 

at a Sharia Financing Institution. This may be an incentive for 

customers to use Sharia Financing Institutions to save money. 

Additionally, the Sharia Financing Institution can implement 

green banking practices to bolster its competitive advantage as 

a Sharia Financing Institution specializing in green financing 

[55]. 

 

 

5. DISCUSSION 

 

Financial institutions or banks can impose some 

environmental requirements on any customer or business 

seeking to borrow money. Standardization of waste disposal, 

standardization of a safe working environment, and 

standardization of the use of recycled raw materials are all 

examples of environmental requirements. If a customer does 

not meet the requirements, the financial institution will deny 

them credit. Financial or banking institutions could 

concentrate their efforts exclusively on recycling and 

environmentally friendly industries. 

Environmental factors can be included as a criterion in the 

corporate rating by government agencies or credit rating 

agencies. As a result, financial institutions and businesses will 

place a premium on this variable. Sharia Financing complies 

with all green financing requirements. Sharia Financing will 

be the preferred method of financing for financial business 

actors. Numerous forms of Sharia Financing satisfy the criteria 

for green financing. 

Green financing can help achieve the Sustainable 

Development Goals by ensuring access to safe drinking water 
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and adequate sanitation, clean energy, a healthy work 

environment, sustainable urban development, responsible 

consumption and production, a healthy land environment, 

peace, justice, and strong institutions. Robust institutions, both 

public and private, will expedite the implementation of SDG 

activities. A vital institution enables the implementation of 

SDGs, Sharia Financing, and Green Financing. 

In the first stage, financial institutions distribute financing 

to customers after conducting due diligence. Due diligence is 

used to determine the customer's viability as a business owner 

and ability to repay the financing provided. Financial 

institutions have the authority to set the criteria for financing 

and disbursing funds. Additionally, financial institutions have 

the option of disbursing different types of financing. 

Financing institutions can govern green financing at the 

time customer financing applications are accepted. In addition 

to green financing, financing institutions can distribute 

financing funds through Sharia financing. Early on, financing 

institutions will be able to establish these criteria. These 

criteria were validated as part of the due diligence process. 

Due diligence is accomplished by demonstrating the 

customer's capability and the nature of the customer's business 

to comply with financial institution requirements for 

disbursing funds. 

Financial institutions must establish policies governing 

funds disbursement. This policy applies to the industries that 

will be financed. Green financing enables financial institutions 

to assess the criteria for environmentally friendly industries. 

Financial institutions can also opt for environmentally friendly 

business models. The business model can be Sharia-compliant. 

Sharia Financing is the type of financing used in the Sharia 

business model. This is illustrated in Figure 1. 

Certain financial institutions have difficulty determining the 

appropriate type of financing to disburse. Financial institutions 

have always faced a conflict between achieving objectives and 

adhering to the established business model. Financial 

institutions struggle to reconcile profitability with business 

model ideals. 

Financial institution leaders, including shareholders, must 

establish business model policies that align with the 

institution's objectives. Financial institutions must maintain a 

long-term focus. Financial institutions should not make a 

trade-off between short- and long-term objectives. 

Financing distribution strategies can be implemented. Eco-

finance is one strategy that financial institutions can employ. 

Financial institutions can establish a competitive edge in the 

financial industry. Through Sharia financing, Sharia financial 

institutions can validate the Sharia business model. Financial 

institutions will be able to contribute to the achievement of the 

SDGs if they meet these two criteria. This procedure is 

illustrated in Figure 2. 

Green finance contributes to the achievement of the 

Sustainable Development Goals, particularly the sixth goal on 

clean water and sanitation; the seventh goal on affordable and 

clean energy; the eighth goal on decent work and economic 

growth; the eleventh goal on sustainable cities and 

communities; the thirteenth goal on climate action; the 

fifteenth goal on life on land; and the seventeenth goal on 

partnerships for the goals. 

 

 

 
 

Figure 1. Green financing business model 

 

 
 

Figure 2. Combination of Sharia financing, green financing, and SDGs 
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On the other hand, Sharia financing can help achieve 

sustainable development goals, particularly the first goal of No 

Poverty, the third goal of Good Health and Well-Being, the 

eighth goal of Decent Work and Economic Growth, the tenth 

goal of Reduced Inequality, the sixteenth goal of Peace, Justice, 

and Strong Institutions, and the seventeenth goal of 

Partnerships for the Goals. 

Sharia Finance is based on a profit-sharing or partnership 

model that emphasizes collaboration in the pursuit of a better 

living. Sharia finance will be able to alleviate poverty, grow 

the economy, restore economic equilibrium, build strong 

institutions, and collaborate to achieve common goals. The 

first, third, eighth, tenth, and seventeenth Sustainable 

Development Goals (SDGs) are listed here. Meanwhile, green 

funding will help to establish an environment with clean water, 

clean energy, environmentally conscious economic growth, 

sustainable cities, climate change action, and a better living. 

Both on land and in collaboration to achieve the SDGs. SDGs 

6, 7, 8, 11, 13, 15, and 17 all aim to achieve this. The results 

are line with research of [3, 13, 20, 21, 27, 31-34]. 
Table 1 details the SDGs' achievement through Sharia and 

green financing. 

Table 1. Achievement of SDGs by Sharia financing and 

green financing 

No. Sustainable 

Development Goals 

Sharia 

Financing 

Green 

Financing 

1. Sustainable

Development Goals

1, 3, 8, 10, 

16, 17 

6, 7, 8, 11, 13, 

15, 17 

The SDG targets will be strengthened, and their 

achievement accelerated with the support of Sharia financial 

institutions. Green and Sharia financing are complementary 

and not mutually exclusive. Sharia financing's expansion will 

enable an increase in green financing. The combination of 

green and Sharia financing will enable the majority of SDG 

targets to be met. 

Sharia Finance Institutions follow the same structure as 

conventional financial institutions. A special board supervises 

the Sharia Institution. This board ensures that sharia business 

is conducted per the sharia principles established by the 

Indonesian Ulama Council via the National Sharia Council. 

The National Sharia Board will appoint the Sharia Supervisory 

Board. This Sharia Supervisory Board is responsible for 

overseeing the company's sharia business. Figure 3 illustrates 

this. 

Meanwhile, several financial institutions have established a 

Sharia-compliant business directly by establishing a Sharia-

compliant financing institution. Sharia financial institutions 

entirely finance sharia financing. The criteria for financing 

must adhere to all Sharia principles. The Board of Directors 

and the Board of Commissioners are the governing bodies of 

a Sharia-compliant financing institution. The Sharia 

Supervisory Board is responsible for overseeing the operations 

of all Sharia financing institutions per Sharia principles. Sharia 

financing institutions conduct their operations per Sharia 

principles. Figure 4 demonstrates this. 

The Sharia Business Unit, a division of a conventional 

financial institution, will face challenges in implementing the 

SDGs' principles. The Sharia business unit's mission is distinct 

from that of conventional financial institutions. Disparities in 

objectives affect the Sharia Business Unit's work processes. 

The spin-off of the Sharia Business Unit to the Sharia 

Financing Institution will enable the Sharia Financing 

Institution to distribute Sharia financing in support of the 

SDGs' achievement. Sharia principles will guide the 

disbursement of financing. Besides the Sharia Financing 

Institution's shareholders target, Sharia Financing Institutions 

will have responsibilities and obligations per Sharia Principles. 

These distinctions are detailed in Table 2. 

Figure 3. Governance of conventional financing institution 

with Sharia business unit 

Figure 4. Governance of Sharia financing institution 
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to become a Sharia Financing Institution. This division is 

backed up by the Republic of Indonesia's Law No. 21 of 2008 
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Green banking can be applied to service units in various 

ways, including the provision of digital-based services (e.g., 

SMS banking, mobile banking, and internet banking) and the 

reduction of plastics and other environmentally unfriendly 

materials. The same principle can be applied to operational 

units, for example, by reducing paper consumption and turning 

off air conditioners when not in use. 
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Figure 5. Sharia business model 

 

Table 2. Comparison of Sharia business unit and Sharia 

financing institution 

 

No. Item 
Sharia Business 

Unit 

Sharia Financing 

Institution 

1. Status 

Part of 

Conventional 

Financing 

Institution 

Sharia Institution 

2. 

Entities of 

Financing 

Institution 

The Board of 

Directors and the 

Board of 

Commissioners are 

entities of 

conventional 

financing 

institution 

The Board of 

Directors and the 

Board of 

Commissioners are 

the entities of the 

Sharia Financing 

Institution 

3. 

Position of 

Sharia 

Supervisory 

Board  

Overseeing Sharia 

Business Unit 

Overseeing Sharia 

Financing 

Institution as a 

whole 

 

The distribution of Sharia-compliant financing must follow 

this financing. Funding is targeted at environmentally 

conscious industries. Industries that care about the 

environment include those that prioritize reforestation, such as 

mining with a reforestation strategy, industries that recycle 

their production materials, sectors that use few chemicals, and 

initiatives that promote reforestation. 

Allocation and distribution of Sharia-compliant financing, 

including financing for reforestation. The Sharia business 

model begins with Sharia-compliant financing. Following the 

funding, funds must be distributed according to Sharia 

principles. Sharia Financing Institutions will have a business 

model advantage over conventional financing institutions 

when Sharia Financing Institutions combine Sharia Financing 

and reforestation financing. Figure 5 depicts the Sharia 

business model. 

 

 

6. CONCLUSIONS 

 

Sharia financing, green financing, and SDGs are three 

distinct series that work in tandem to improve human life. 

Independent Sharia Financing enables a more effective 

implementation of the SDGs. Sharia financial institutions can 

develop strategies for achieving the Sustainable Development 

Goals through Sharia and green financing. The establishment 

of Sharia-compliant and green financing criteria for the 

distribution of financing funds will expedite the achievement 

of the SDGs. The combination of Sharia Financing and Green 

Financing has been described in research as a way to meet the 

Sustainable Development Goals. New research sheds light on 

how Sharia Financing and Green Financing can complement 

each other. Green financing requires regulatory incentives. 

This incentive contributes to the achievement of the SDGs. 

The SDGs will be achieved more quickly with the assistance 

of Sharia financial institutions. SDG research can be 

developed by examining the aggregate effect of profits on an 

economy. Additionally, additional analysis can be conducted 

to compare the quality of Sharia and green financing quality to 

conventional industry financing.  
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