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CORPORATE GREEN SUKUK
ISSUANCE FOR SUSTAINABLE
FINANCING IN INDONESIA

Abstract

Green Sukuk is a source of financing that supports the SDGs. Climate change, the
growth of the Islamic finance industry, and the rise of socially responsible investing
could make green Sukuk a vital tool for financing clean energy and sustainable infra-
structure projects. Many studies have identified its potential and advantages. However,
no companies have issued green corporate Sukuk in Indonesia yet. The purpose of
this study is to determine the potential and main problems of issuing corporate green
Sukuk in Indonesia, along with possible solutions and strategies. The research method
used is the analytic network process (ANP). In this study, respondents are experts in
the field of green Sukuk (involved experts were from academia, project actors, and reg-
ulators). The results of the study indicate that the first destination that has the potential
to be financed with green corporate Sukuk is renewable energy. At the same time, the
main problem is the lack of understanding from market participants. In terms of solu-
tions, the incentive provided by the government is the best to encourage the issuance
of green corporate Sukuk. Moreover, the first strategy is to issue green corporate Sukuk
with ijarah contracts. From the research results, it is hoped that the Indonesian govern-
ment can be more aggressive in providing incentives to green project actors.

Keywords renewable energy, ijarah contracts, green project,
analytic network process (ANP), Sukuk
JEL Classification G23,G32,013,Q28

INTRODUCTION

Green Sukuk is one of the Islamic financial instruments that encour-
age the realization of the Sustainable Development Goals (SDGs). It
can also be a breakthrough in overcoming problems related to cli-
mate change (Santoso, 2020). Indonesia is one of the countries that are
highly committed to fighting climate change. Therefore, green Sukuk
issuance in Indonesia has the potential to proliferate, including:

1) increasing demand for energy supply;

2) increasing energy financing;

3) investor awareness of socially responsible investment;
4) largest Muslim population in the world;

5) forecasting high economic growth; and

6) supporting infrastructure development (Karina, 2019).

Since 2018, the Government of Indonesia has successfully entered the
market and issued global green Sukuk with a total value of USD 5 bil-
lion (Azhgaliyeva et al., 2020). The issuance of green Sukuk in 2022
scored the largest tranche ever globally. However, many companies in
Indonesia are still not willing to issue green corporate Sukuk.

The low willingness of companies to issue green Sukuk is caused by

several inhibiting factors: a higher risk profile, poor green taxonomy;,
time-consuming and higher costs, less attractive benefits, and prob-
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lems in identifying green assets (Keshminder et al., 2022). Furthermore, other challenges corporations
face include a legal and regulatory framework that has not been expressly regulated (Liu & Lai, 2021).
Moreover, there is a limited understanding of market players on environmental-based sharia capital
market products and a lack of socialization of sharia investment product innovations, especially envi-
ronmental-based sharia bonds and sustainable development (Karina, 2019). Finally, the condition of the
secondary market is not sufficiently liquid (Hasanah, 2018).

From the phenomenon of existing corporate Sukuk, it can be illustrated the more significant challenges
in facing the issuance of corporate green Sukuk (Nurhayati et al., 2021; Shahnia et al., 2020). However,
it cannot be denied that the embedding of ‘green’ creates a different image to attract more attention
from various groups. The condition of the world that continues to experience climate change and global
warming has become an open secret. Thus, individuals who are starting to look at programs related to
environmental problems appear. Seeing the urgency of the need for funds for environmentally friendly
projects, green Sukuk may be more attractive than ordinary Sukuk. This can signal investors to support
the improvement of the earth while still getting a yield or profit from the investment. From the above
follows the determination of the potential of corporate issuance of green Sukuk in Indonesia as a reac-

tion to the lack of interest of corporations in Indonesia to issue green Sukuk.

1. LITERATURE REVIEW

Several previous studies that have discussed green
Sukuk using different methods have produced
various research results. Support for the presence
of green Sukuk was evidenced. The potential for
issuing corporate green Sukuk benefits the cli-
mate and sustainability, as noted by Liu and Lai
(2021), Hariyani and Kusuma (2020), Suherman et
al. (2019), and Morea and Poggi (2017). The trend
of a rapid increase in the issuance of corporate
green Sukuk is spread in countries. The Malaysian
government is taking a more progressive ap-
proach to supporting a green Sukuk environment
by creating guidelines, frameworks, policies, and
incentives (Abdullah & Keshminder, 2022). In
Indonesia, green Sukuk can be a source of financ-
ing for sustainable waste management (Hariyani
& Kusuma, 2020). Mat Rahim and Mohamad
(2018) and Morea and Poggi (2017) recommend-
ed issuing green Sukuk to finance renewable pro-
jects. Green Sukuk can also be used as investment
financing for producing renewable energy sources
(Dinger et al., 2019).

Liu and Lai (2021) showed that green Sukuk did
play a role in supporting sustainable development.
Several other studies discuss corporate green in-
vestment and sustainable financing and show that
green investments can provide additional bene-
fits for companies (Pratanjana & Simbolon, 2020;
Taghizadeh-Hesary et al., 2021). Pratanjana and
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Simbolon (2020) also conducted a study to see
the potential of issuing green bonds for the sus-
tainable development of peatlands carried out by
PT. Sarana Multi Infrastuktur. Using the vertical
common size analysis method, the results show
that the fair price of green bonds issued by PT SMI
continues to increase. In addition, the risk con-

tained in green bonds is lower than in ordinary
bonds.

Morea and Poggi (2017) conducted research on
using green Sukuk as an instrument for financ-
ing wind energy in Italy. The results prove that to
fight climate change and greenhouse emissions,
incentives and the use of sharia-compliant green
Sukuk instruments provide a viable and sustaina-
ble investment for the wind energy sector in Italy.
Furthermore, the potential of issuing green Sukuk
in Indonesia has an impact on increasing inves-
tor awareness of the importance of environmental
conservation and being motivated to finance re-
newable energy projects (Fitrah & Soemitra, 2022).

Jain et al. (2022) critically reviewed various liter-
ature to describe the benefits and challenges for
companies in issuing green bonds. The results
show that most of the literature recommends is-
suing green bonds by adjusting the five necessary
driving steps: reputational benefits, legislation,
stakeholder pressure, internal legitimacy, and per-
sonal motives. Green bonds are a mutually ben-
eficial solution for issuers and investors on the
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condition that green bonds must finance ‘green
projects,” which are usually related to renewable
energy and emission reductions. In addition, the
increasing demand for green bonds or green in-
vestment globally will encourage more favorable
conditions and better prices for issuers compared
to other products (Chiesa & Barua, 2019).

Mat Rahim and Mohamad (2018) reviewed the ap-
plication of green Sukuk for financing renewable
energy in several companies in Malaysia. The re-
sults show that green Sukuk, in addition to reduc-
ing the tax budget, helps to overcome many en-
vironmental problems and improve water quality.
Brahim (2018) analyzed how green Sukuk can pro-
mote sustainable development. It was found that
it has the potential to channel global capital and
become an instrument that can finance renewable
projects and climate change. Moreover, Aassouli
et al. (2018) noted that green Sukuk could bridge
the financing gap for clean energy projects.

The use of green bonds as a financing instru-
ment to achieve the goals of the Paris Agreement
was analyzed by Cortellini and Panetta (2021).
Corporate green bonds effectively increase the
company’s environmental footprint and perfor-
mance. The study concludes that corporate green
bonds bring many benefits to companies and the
environment. In addition, they are a powerful in-
strument to be used by the private sector as an
environmental financing instrument. While in
Indonesia, Abubakar and Handayani (2020) ana-
lyzed alternative financing schemes for renewable
energy power plant development projects. The re-
sult is that alternative financing that can be used is
zakat and green Sukuk. Green Sukuk is a good in-
vestment opportunity. Funds obtained from green
Sukuk are allocated to finance renewable energy
projects, including power plants.

Azhgaliyeva et al. (2020) analyzed the issuance of
green bonds for financing renewable energy pro-
jects in terms of policies in ASEAN countries. The
results show that the existing green bond policies
are effective in encouraging the issuance of green
bonds. However, this does not mean green bond
policies effectively promote renewable energy pro-
jects in ASEAN. Proceeds from green bonds in
ASEAN are used to finance projects abroad, so
they do not promote green investment in ASEAN.

40

Kungetal. (2022) analyzed green bonds as a source
of financing for renewable energy projects. They
tried identifying the barriers for developing coun-
tries using this green investment instrument. The
results are the lack of proper institutional arrange-
ments to manage green bonds and the issuance of
a minimum volume with high transaction costs;
these are the main obstacles to developing green
bonds. However, with the proper steps, various
countries can optimize the benefits of the green
bond. These steps include efficient coordination
between the ministry of finance and the ministry
of the environment, efficient use of national and
multilateral state banks to manage green bonds
and to provide guarantees to local governments to
promote local markets so that domestic investors
will be interested in issuing green bonds in local
currencies. Government assistance and policies
are vital in developing green bonds for developing
countries.

Kapoor et al. (2021) researched the viability of
green bonds as a financing mechanism for ener-
gy-efficient environmentally friendly buildings
in ASEAN. The results indicate that green bonds
have great potential as a financing mechanism and
are considered essential to be used as financing
instruments for environmentally friendly build-
ings in ASEAN. This instrument can also sup-
port overcoming the lack of investment in envi-
ronmentally friendly buildings. Niyazbekova et al.
(2021) discussed using green bonds as a green pro-
ject financing instrument. The results found that
one of the obstacles in developing green bonds is
the certification that is difficult to obtain.

The green bond market to facilitate green finance
after the COVID-19 pandemic, focusing on Asia
and the Pacific, was analyzed by Taghizadeh-
Hesary et al. (2021). Using the pooled ordinary
least squares method and the generalized least
squares random effects estimator, the results
prove that green bonds in Asia, whose market is
dominated by banks, can provide higher returns,
higher risks, and higher heterogeneity. Prakash
and Sethi (2022) discussed the financial situation
with the aim of sustainable development in Asia.
They identified the financial instruments that can
attract private investment for sustainable develop-
ment in the region. The results show that although
interest in sustainability is growing in Asia, finan-
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cial markets have not yet taken advantage of this
interest by opening up sustainable investment op-
portunities. Then to increase the interest of pri-
vate investors, the Asian economy must ensure
the availability of information, reduce distortions,
and ease regulatory obstacles.

Meanwhile, Fatica and Panzica (2021) examined
whether green bond practices are directly related
to emission reductions. The study is quantitative
research with the finding that compared to con-
ventional bonds, green bonds show a more signif-
icant and long-lasting emission reduction. This
emission reduction is also seen to be greater when
using green bonds by the Paris Agreement (Fatica
& Panzica, 2021). Alam et al. (2016) examined the
possibility of green Sukuk to finance projects de-
veloped by the Alternative Energy Development
Board in Pakistan. The study concludes that one
of the challenges of green Sukuk is that this in-
strument can expose a higher risk profile when
compared to other instruments because it involves
new technology. However, green Sukuk can still be
used as additional instruments in Islamic finance.

Many studies have discussed the topic of green
Sukuk in various countries. However, research
that discusses corporate green Sukuk in Indonesia
is still scarce, so the investigation regarding the
issuance of green corporate Sukuk in Indonesia
is worthy of being raised. Therefore, this paper
explores the potential of issuing green Sukuk by
corporations to support sustainable financing
in Indonesia by looking at the aspects, problems,
solutions, and strategies.

2. METHODOLOGY

This study is qualitative research using the analyt-
ic network process (ANP) method. ANP is a the-
ory to measure the relative decrease in the prior-
ity ratio of the individual ratio scale that reflects
the relative measurement of the influence of each
interacting element related to the control criteria
(Niemira & Saaty, 2004). ANP is a non-paramet-
ric and non-bayesian qualitative approach used to
make decisions and treat those decisions without
making assumptions regarding the independence
of elements at each level, both higher and lower
(Sinuany-Stern et al., 2000).

http://dx.doi.org/10.21511/ee.13(1).2022.04
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The population in this study are experts in corpo-
rate green Sukuk and sustainable finance. Next,
purposive sampling is used to determine the fi-
nal sample in the study (Mulyana et al., 2022).
Purposive sampling is a sampling technique with
specific considerations and conditions. The re-
quirement for determining the samples in this
study is that they must be experts and masters
in the field of corporate green Sukuk. Thus, they
are directly involved in Islamic capital markets,
especially green Sukuk. According to the ANP
method, the number of experts used is not a cri-
terion of validity. The number of respondents is
not the most important thing, but the compe-
tence and expertise of the respondents take prec-
edence (Endri, 2009).

Various studies employing the ANP method used
different numbers of experts. For example, Chung
et al. (2016) selected 12 experts, Guo et al. (2020)
used 10 experts, Liu et al. (2020) chose 9 experts,
and Hariyani and Kusuma (2020) used 3 experts.
This study selects 5 experts, as done by Endri
(2009) and Dewi et al. (2020), who discussed issues
related to corporate Sukuk issuance in Indonesia.
5 is considered the correct number because it is
not too little or too much. At the same time, the
odd value is used to avoid the answer of the same
weight if the respondent is faced with two choices.

Endri (2009) divided the analysis using the ANP
method into 3 stages: model construction, model
quantification, and analysis of the results. In this
study, model construction was compiled from the
literature review results and then results of the lit-
erature review were validated to obtain accurate
data. After validating the results, the ANP model
is compiled as a framework.

The model quantification stage is completed by
compiling and submitting a questionnaire to
the experts in pairwise comparison between el-
ements and clusters to determine which element
has a more significant and dominant influence.
Moreover, it shows how big the difference is us-
ing a numerical scale of 1-9 with the following
guidelines. Number 1 means that each variable
is equally essential. Number 3 means that one of
the variables has slightly more critical importance.
Number 5 means that one of the variables has
more substantial importance. Number 7 means
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that one of the variables has extreme importance.
Number 9 means that one of the variables is the
most significant. Numbers 2, 4, 6, and 8 are inter-
mediate between odd values (Saaty, 2006).

In the last stage, all the results of ANP network pro-
cessing are combined. Then the data are processed by
calculating the geometric mean and rater agreement.
Next, add up the agreement value between respond-
ents is done by calculating the value of Kendall’s co-
efficient of concordance. Finally, the results are inter-
preted in the geometric mean of all respondents.

3. RESULTS

Respondents in this study consisted of five inform-
ants who were considered experts in research prob-
lems. Research variables were obtained and used in
this study based on the literature review and inter-
views with the respondents (Table 1). After validat-
ing, these variables were entered into the ANP feed-
back network (Appendix A, Figure Al).

Table 1. Factors and criteria for issuance
of corporate green Sukuk in Indonesia
for sustainable financing

Criteria

Green building
Pot Sustainable Agr
otency e
Green Tourism_

GreenTransportation e
i Renewable Energy
' Problem

: Lack of

i Understanding and
i Awareness

Market Players e
: An Industry That

i Labels Itself As
“Green’

Aspect Solution

iSociaIizat‘ion and
i Education

Company Supervision
i Truly ‘Green’ Project
i Evaluation and Selection

Socialization of
i Corporate Sukuk
Contracts .

i Limited Contract
Product i Variations

: Expensive

dministration Fee
i No Standard Rules

iGIobaI Promotion

evision of Laws and

Fedldton et " Regulations
m@g\/’g‘r”r).m.gpt. ) Incentive Incentive Push
Criteria
Strategy  CreensukukWakalah

Greenjjarahsukuk
: Hybrid Green Sukuk

The results of data processing using Super Decision
software and Microsoft Excel are shown in Table 2.
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Table 2. Super decision processing results

Potential (objective) GM Rank
Renewable Energy 0.058008 1
"""" ODAlESSZ 2
""""" 0,02.9”‘_‘920 3
"""" 0.05.9”899 4
"""" 0.055'233 5
Aspect
0.057522 1
"""" 0.0'5.6”005 2
0.021.5”‘314 3
“‘I;"roduct Charac"‘['é‘r'isﬁcs """" 0.05.42192 4
Problem
Lack of Understanding 0.039126 1
ncentve 0.032528 2
‘NoStandard Rulesyet 0.029993 3
ﬁrzcencet?t that Iz;ﬁme'is itself as a H’é‘l:een 0.02.6”5‘904 .
“E;p‘);nsive Adm'i‘r'w‘i;tration Fee 0.023”‘365 5
L|m|ted Contrae"t‘\'/‘ariations """" 0.0'i.é“922 6
Solution
Incentive Push 0049483 © 1
“gé'(‘:'i'e‘xlizat'ion an'dméducat'ion """"" 040"3.2”‘531 2
oo of s Rogutrs | omsst 3
izzi;l;zcatt:on of Corporate Sukuk 0021965 4
'IS'::Ieycggien Pro'j‘;cut Evaluation";ﬁ“d O'0~2~1~~176 .
Global Promotion 0.017134 6
""""""""""""""""" 0,017678 7
Strategy
¢ 0070984 | 1
‘GreenSukukWakalah 0064122 2
Hybrid Green Sukuk 0.056282 3

Considering the potential purpose of issuing cor-
porate green Sukuk, the geometric mean values
were obtained from several elements, namely the
green building with 0.029920, sustainable agricul-
ture with 0.029233, green tourism with 0.029899,
green transportation with 0.041682, and renewa-
ble energy with 0.058008. Thus, renewable energy
has the most considerable mean geometric value,
followed by green transportation. As a result, re-
newable energy is the goal with the most potential
to be developed in Indonesia with financing from
corporate green Sukuk.

Regarding the aspects of the issuance of corporate
green Sukuk, the value of each aspect for the mar-
ket participant is 0.045314, product characteristics
is 0.034492, regulation is 0.056005, and the gov-
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ernment is 0.057522. Therefore, the priority aspect
in issuing corporate green Sukuk is the govern-
ment, followed by regulation.

From the aspect of market participants, the
mean geometric value of a lack of understand-
ing is 0.039126, while for a project that labels
itself as a ‘green’ project, it is 0.026904. Thus, it
is found that the lack of understanding is a pri-
ority problem.

Considering product characteristics, the ge-
ometric mean value of the limited contract var-
iation is 0.018922, and of the high administra-
tive cost is 0.023365. Therefore, between these
two criteria, the limited variety of contracts is
a priority problem. From the regulatory aspect,
the problem is that there is no standard regula-
tion with a mean geometric value of 0.029993.
Moreover, from the government aspect, the
problem is the absence of incentives, 0.032528.
Among all the problems, the lack of understand-
ing of market participants is a priority problem
in the issuance of green corporate Sukuk, fol-
lowed by the absence of incentives from the gov-
ernment. Finally, it is concluded that there is no
standard regulation.

In terms of solutions, it was found that the in-
centive solution from the government occupies
the highest priority with a value of 0.049483,
followed by socialization and education with a
value of 0.03253. Furthermore, in the third po-
sition, there is a revision of laws and regulations
with a value of 0.032531. The fourth position
and sequentially are socialization of corporate
Sukuk contracts with a value of 0.021965, eval-
uation and selection of projects with a value
of 0.021176, global promotions with a value of
0.017134, and the last is corporate supervision
with a value of 0.07078.

Meanwhile, the best corporate green Sukuk is-
suance strategy is the issuance of corporate
green Sukuk using the Green Sukuk Ijarah con-
tract, which occupies the highest position with a
value of 0.070984. It is followed by Green Sukuk
Wakalah with a value of 0.064122 and finally
Hybrid Green Sukuk with a value of 0.056282.
The answers to the questionnaires were submit-
ted to all respondents, and then the rater agree-
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ment value was calculated. Kendall’s concord-
ance coefficient is a tool used in determining
rater agreements.

Table 3. P-value of the rater agreement

Cluster Rater Agreement P-value
Potency ..0:293164200 ...02095936
Aspect 0.116504854 ©0.6264096
Problem 0125283019 06796320
_Solution ...0.210764675 .0:3880030
Strategy 0.065420561 ¢ 07210096

Table 3 shows that the value of W, which is be-
tween 0 < W < 1, means that none of the respond-
ents’ answers totally disagree or unanimously
agree. The p-value of all clusters is above 1%, 5%,
or 10%, meaning no significant agreement among
all respondents in each cluster.

4. DISCUSSION

It was found that renewable energy potential is a
priority goal. Renewable energy is an ideal project
to be financed using the green Sukuk instrument.
The purpose of using green Sukuk for renewable
energy projects can attract investors who tend to
focus on the environment. Of course, a good ap-
plication of signaling theory is needed to inform
investors. According to Clapp et al. (2016) classi-
fication, renewable energy is included in the dark
green category, which is a project with a long-term
vision of a future that is low in carbon and sup-
ports climate resilience.

The potential of renewable energy is also in line
with Aassouli et al. (2018), Hariyani and Kusuma
(2020), Abolhosseini and Heshmati (2014), Morea
and Poggi (2017), Sitompul et al. (2022), and Wang
et al. (2022). Not only in Indonesia, but renewable
energy is also almost suitable for use in various
other countries because the main ingredient is a
natural energy that can be renewed without de-
pleting the earth’s resources, which may damage
the earth’s condition. Renewable energy, of course,
is very likely to overcome the problem of climate
change, which has now become a big issue in all
countries.

Looking at the condition of the earth, which tem-
perature always increase and the climate change
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every year, it is not surprising that the potential
for green transportation is the second priority af-
ter renewable energy. Moreover, transportation
pollution is also the most significant contribu-
tor to climate change. In addition, the increasing
number of people in Indonesia makes the addi-
tion of private transportation due to the lack of
public transportation, which triggers more pollu-
tion. Therefore, green transport has a good chance
of tackling this. Besides reducing pollution and
global warming, green transportation will also
reduce costs and congestion in Indonesia. Thus,
with the help of regulations from the government,
green transportation will have the potential to
be financed with green corporate Sukuk. In the
CICERO classification, green transportation is in
the second stage, “medium to dark,” where these
projects are long-term steps and visions but are
not sufficient to achieve them.

Meanwhile, in terms of problems, the priority
problem in the issuance of corporate green Sukuk
is the lack of understanding of market players re-
garding Sukuk products in general and the advan-
tages of Sukuk and green Sukuk in particular. In
terms of publishers or companies, many still do
not understand green Sukuk products until the
steps for issuing them. The state of a company
without green Sukuk, which is still fine, makes
the company not glance or try to find out about
green Sukuk in depth. Not to mention knowing
the problems related to the Sukuk product itself
makes a company less interested in knowing more
about green Sukuk. In line with the findings, un-
derstanding green Sukuk is a crucial problem in
Indonesia, both in terms of publishers, companies,
and even regulators. This lack of understanding

will impact the success of issuing corporate green
Sukuk.

The second priority is from the government as-
pect, namely the absence of incentives from the
government for green Sukuk issuing companies.
Companies are reluctant to issue corporate green
Sukuk because the costs incurred are quite high.
Therefore, no assistance from the government
makes companies even more reluctant and less
motivated. Therefore, incentives from the gov-
ernment will significantly help overcome the high
costs of green Sukuk so that companies will be
more motivated.

44

The third priority problem is that no standard
regulation manages the issuance of green Sukuk
among corporations, making corporations reluc-
tant to issue green Sukuk. An example is the ob-
ligation to have an SPV in the issuance of green
Sukuk. Meanwhile, in Indonesia, there are no
regulations governing the establishment of SPV.
Therefore, if a company wants to establish an SPV,
it must choose what form of SPV is, whether it is a
foundation, institution, firm, and so on, which is
permanent. At the same time, SPV is needed only
to issue Sukuk, whichever age is the same as the
Sukuk itself. Although it can make other compa-
nies as SPV, this problem will return to the prob-
lem of the costs required being quite expensive.

In terms of solutions, incentives are the primary
solution in issuing corporate green Sukuk from
the government aspect. Although the incentive
is not the priority in the problem cluster, the in-
centive becomes the first solution in the solution
cluster. This shows that incentives from the gov-
ernment can be beneficial and can motivate com-
panies to learn and understand green corporate
Sukuk. They will also certainly help in overcom-
ing the problem of expensive green Sukuk issu-
ance costs. The second solution is socialization
and education. Looking at the previous results
regarding the priority of the first problem, the
second priority solution is more widespread. It re-
quires deeper socialization and education for all
market participants, both in terms of companies
and investors. In carrying out this approach, the
integrity of many parties is needed, both in terms
of regulators, government, and academics. It is
hoped that with a good understanding by market
participants, the green Sukuk market will deepen
and continue to grow so that the green Sukuk in-
strument can be helpful to overcome environmen-
tal problems and get investment benefits.

Revision of regulations is the next priority. The
regulators are expected to revise and strengthen
all laws and regulations regarding corporate green
Sukuk. However, a good and correct regulatory
revision will work well if stakeholders or regula-
tors have a good understanding of the green cor-
porate Sukuk, considering the main problem with
the issuance of green corporate Sukuk is the lack
of understanding, which also includes the regula-
tors’ understanding. Seeing that the socialization
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solution is the second priority even though the
problem of understanding is the top priority, the
incentive solution is the priority even though the
incentive problem is the second priority. Thus, it
can be concluded that cost is also again a solution
to overcome the main problem. This is because
support costs are still needed to carry out sociali-
zation and education.

Meanwhile, in terms of strategy, it was found that
issuing green Sukuk with the ijarah system is a
strategic priority. In an ijarah agreement, the as-
sets owned by a company are sold to SPV, which
is the institution that issues Sukuk and raises
funds from investors. Then a company will lease
the assets sold during the contract until maturity
and buy back the assets from the SPV. As noted
by Aassouli et al. (2018) and Jobst et al. (2008),
in Indonesia and the international arena, the ija-
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rah contract is one of the contracts that domi-
nates the issuance of Sukuk (both sovereign and
corporate). One reason is that the ijarah contract
scheme is considered a contract that is easily un-
derstood by investors even if they are still un-
familiar with contracts in Islamic transactions
(Suryadi et al., 2021).

This finding contradicts Aassouli et al. (2018), who
claimed that the hybrid green Sukuk is a suitable
contract to finance large projects. However, the
hybrid green Sukuk was ishtisna-ijarah, which
still uses the ijarah contract. This also strength-
ens the priority of answers from respondents that
the ijarah contract is a very suitable contract to
be used in the issuance of corporate green Sukuk.
In Indonesia, ijarah contracts are still the leading
type of contracts used to issue Sukuk, either by
companies or the government.

CONCLUSION

This study aims to investigate the causes of the disparity between the large potential for issuance of
corporate green Sukuk in Indonesia and the low interest of corporations in issuing green Sukuk. By re-
viewing the literature and with the help of interviews and questionnaires addressed to experts in related
fields, this paper concludes that renewable energy is a significant goal with great potential to be devel-
oped in Indonesia with funding sources from corporate green Sukuk. Meanwhile, the main problem
that must be addressed immediately is the lack of understanding of market players regarding corporate
green Sukuk.

However, the leading solution to overcome the problem of issuing corporate green Sukuk is incentives
from the government. At the same time, the best strategy is to issue corporate green Sukuk using an
ijarah contract because this contract is considered the most easily understood and applied by all aspects.

Thus, from the results of this study, it is hoped that the Indonesian government can encourage the
presence of corporate green Sukuk by providing incentive assistance such as tax reductions for green
projects. Moreover, the government can collaborate with regulators to educate the market participants
regarding corporate green Sukuk. Meanwhile, companies can consider issuing corporate green Sukuk
with ijarah contracts due to the ease of their implications.
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APPENDIX A

Issuance of Corporate Green Sukuk in Indonesia
for Sustainable Financing
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Figure Al. ANP feedback: Network potential for issuing green corporate Sukuk in Indonesia
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