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Abstract. This research delves into how Bank Syariah Indonesia (BSI) plays a
role in backing energy projects as a part of its commitment to sustainable banking
principles. Through the introduction of financial solutions BSI has made
significant contributions to enhancing Indonesia’s renewable energy industry by
financing projects like solar power facilities and wind farms. The study
investigates BSIs approaches in advancing finance while tackling the hurdles and
prospects in Indonesia’s Islamic banking domain. Challenges such as loopholes
and limited public awareness stand out as barriers hindering the complete
adoption of sustainable banking practices. The results underscore how Islamic
banks can contribute to advancing environmental goals by working with
policymakers and stakeholders, in Indonesia, to promote a sustainable future for
the country.
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1 Introduction

The issue of development has gained importance on a global scale with a focus on the
banking sector playing a crucial role in endorsing eco-friendly practices. In Indone-
sia’s landscape specifically lies the potential for banking growth, like Bank Syariah
Indonesia to actively participate in advancing the nations sustainability initiatives [1].
This study addresses the gap in existing research regarding the role of Islamic banks,
specifically Bank Syariah Indonesia (BSI), in promoting renewable energy projects in
Indonesia. While prior studies have discussed the general adoption of sustainable
banking, there is limited research on the specific contributions and challenges faced
by Islamic banking institutions in this domain [1], [2]. This study contributes to the
literature by exploring the strategies BSI employs to support sustainable energy initia-
tives, identifying barriers such as regulatory challenges and limited public awareness,
and proposing solutions to enhance its role in advancing Indonesia’s renewable en-
ergy sector.

By addressing these gaps, this research not only provides insights into the practical
strategies of BSI in supporting renewable energy but also enhances the understanding
of how Islamic banking can align with sustainability objectives within a complex
regulatory environment. These findings have implications for policymakers, banking
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practitioners, and scholars interested in the intersection of Islamic finance and sustain-
able development.

2 Literature Review

2.1  Sustainable Banking and Green Banking Initiatives in Indonesia

The concept of green banking has recently gained attention within the global banking
sector, with nations like Bangladesh leading the charge in adopting green finance
goals [1]. However, in Indonesia, the implementation of such banking practices re-
mains in the early stages. Traditionally, the banking industry in Indonesia has focused
primarily on financial accountability and prioritizing profitability for its investors.

Despite the slow pace of progress, there is a growing recognition within the bank-
ing industry, including Islamic banks, of the importance of incorporating sustainabil-
ity into their operations. Recent studies highlight the potential for Islamic banks to
play a pivotal role in promoting eco-friendly finance and supporting sustainable de-
velopment in Indonesia. These studies suggest that Islamic banks have a unique ad-
vantage in embedding social and environmental considerations into their lending
practices, as their principles are closely aligned with values and societal responsibili-
ties.

2.2 Bank Syariah Indonesia's Initiatives in Supporting Renewable Energy
Projects

Being a Shariah compliant bank in Indonesia means that Bank Syariah Indonesia is
actively working towards supporting development objectives by introducing eco-
friendly banking measures, like creating financial solutions tailored for renewable
energy projects.

Bank Syariah Indonesia clearly demonstrates its dedication to supporting energy
ventures by providing assistance for solar power wind energy projects and biofuel
initiatives throughout Indonesia [1][2][3]. Moreover, the bank has collaborated
closely with the Indonesian government and various partners to aid in the nation's
shift towards energy resources.

Bank Syariah Indonesia recently supported the building of a 50 megawatt solar
energy facility, in East Java to help enhance the region's energy infrastructure growth.
The bank also played a role in funding a wind farm project in South Sulawesi to show
its dedication to expanding Indonesia’s energy sources and decreasing reliance on
fuels.

Bank Syariah Indonesia has not provided support but has also initiated educational
programs and awareness drives to advocate for sustainable banking habits, among
both clients and the general public They aim to promote the adoption of eco-friendly
borrowing and investment strategies with the goal of boosting the renewable energy
industry in Indonesia in the long run.
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2.3 Challenges and Opportunities in Sustainable Syariah Banking

Bank Syariah Indonesia's commendable initiatives to back energy projects are note-
worthy; however, both the bank and the Islamic banking sector in Indonesia encounter
hurdles in seamlessly incorporating sustainability into their operations.

Developments in banking pose a challenge due to the requirement for enhanced
regulatory and policy frameworks to bolster such practices effectively [4]. While
Indonesia has initiated efforts towards development promotion; a broader spectrum of
regulations and incentives might be necessary to motivate banks to give emphasis to
social considerations, in their lending and investment choices.

Furthermore, a lack of knowledge and comprehension, among the public about the
significance of banking may impede the uptake of eco banking practices. To address
this issue, Bank Syariah Indonesia and other Islamic banks in Indonesia should focus
on implementing financial education initiatives and involving their clients to increase
awareness and advocate for the advantages of banking.

2.4 The Role of Institutional and Stakeholder Theories in Sustainable Bank-
ing

Incorporating Institutional Theory, this study examines how external pressures and
regulatory frameworks influence Bank Syariah Indonesia’s involvement in renewable
energy financing. According to this theory, organizations are shaped by social and
regulatory norms, which drive them to adopt practices that align with societal expec-
tations [3]. This perspective is particularly relevant in the context of BSI’s efforts to
navigate Indonesia’s regulatory environment while advancing its renewable energy
initiatives.

Additionally, the study draws on Stakeholder Theory, which emphasizes the im-
portance of addressing the needs of various stakeholders, including government enti-
ties, customers, and the community, in implementing sustainable banking practices
[4]. Stakeholder Theory suggests that BSI’s strategic decisions must consider the
expectations of these diverse groups, balancing profit objectives with societal respon-
sibilities. These theories provide a framework for understanding how BSI aligns its
strategies with both external pressures and internal motivations, offering insights into
the underlying dynamics of its sustainable banking initiatives.

Despite the increasing interest in sustainable banking, there remains a lack of com-
prehensive studies focusing on the role of Islamic banks in supporting specific sectors
like renewable energy. Existing literature has primarily addressed the challenges and
benefits of green banking initiatives in a general sense but has not delved deeply into
the unique dynamics faced by Islamic banks like BSI in the Indonesian context [3],
[4]. Most notably, the interplay between Shariah compliance and the push for sustain-
ability remains underexplored, creating a critical gap in understanding how Islamic
banks navigate regulatory constraints while pursuing green finance objectives. This
study addresses this gap by exploring how BSI’s adherence to Shariah principles in-
teracts with its sustainability objectives, offering insights into the operational and
strategic challenges in promoting green finance.
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3 Methodology

This study employs a qualitative approach, drawing on secondary data collected from
a variety of sources, such as academic journals, industry reports, and government
documents. The focus of this research is on analyzing the role of Bank Syariah In-
donesia in advancing renewable energy projects within Indonesia, with an emphasis
on the bank's initiatives, challenges, and opportunities in the context of sustainable
Shariah banking.

The analysis is structured around the following research questions:

- What are the key initiatives and contributions of Bank Syariah Indonesia in
supporting renewable energy projects in Indonesia?

- What challenges and opportunities do Bank Syariah Indonesia and the Is-
lamic banking sector encounter in promoting sustainable banking practices in
Indonesia?

This study utilizes a combination of secondary sources to offer a comprehensive un-
derstanding of the subject matter.

4 Findings and Discussion

Bank Syariah Indonesia has been instrumental in backing energy initiatives in Indone-
sia according to studies by [1][7][8]. The financial institution has provided funding
for the establishment of power facilities and wind farms which have supported the
growth of sustainable energy structures within the nation.

An illustrative instance involves the bank's participation in the development of a 50
megawatt solar power facility in East Java[2]. The initiative is funded via a Shariah
financial arrangement and aims to deliver sustainable and eco-friendly energy to nu-
merous households within the area.

Bank Syariah Indonesia has not provided financial support but has also introduced
programs to advocate for sustainable banking practices within its customer base and
the general public. These programs are designed to promote the adoption of eco lend-
ing and investment strategies that will help foster the development of the renewable
energy industry in Indonesia[2].

Despite all the work put in far; the Islamic banking industry in Indonesia encoun-
ters several obstacles when it comes to fully embracing sustainability in its day to day
operations. A key hurdle lies in the requirement for robust regulatory and policy
structures to endorse sustainable banking methods[2].

While the Indonesian authorities have made efforts to support development initia-
tives, a broader range of regulations and incentives might be necessary to motivate
banks to place greater emphasis on environmental and social considerations when
making lending and investment choices.

One more hurdle is the knowledge and comprehension within the broader commu-
nity regarding the significance of sustainable banking practices. To tackle this con-
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cern effectively in Indonesia at Bank Syariah Indonesia and other Islamic financial
institutions entails allocating resources towards educational initiatives, on financial
literacy and involving clients to enhance understanding while advocating for the ad-
vantages of sustainable banking principles.

5 Results

Bank Syariah Indonesia has been actively involved in backing energy initiatives in
Indonesia by providing financial support for the establishment of solar power facili-
ties and wind farms to bolster the growth of sustainable energy infrastructure, within
the nation[9].

Bank Syariah Indonesia has not just provided financing directly. Has also intro-
duced programs to encourage sustainable banking practices among its customers and
the community at large. These efforts focus on promoting friendly lending and invest-
ment strategies that support the development of renewable energy in Indonesia ac-
cording to research [1][5]

Yet the Islamic banking industry in Indonesia encounters obstacles when it comes
to incorporating sustainability into their operations completely; this includes the re-
quirement for additional enhancement of regulatory and policy structures to promote
sustainable banking practices and a lack of awareness and comprehension, among the
public regarding the significance of sustainable banking.

6 Conclusion

Islamic banking institutions in Indonesia like Bank Syariah Indonesia have shown
advancements in backing renewable energy initiatives and advocating for sustainable
banking approaches. Their efforts through funding projects and sustainable banking
schemes have played a role in enhancing the renewable energy framework, across the
nation and fostering greater acceptance of eco-friendly lending and investment strate-
gies.

The Islamic banking industry in Indonesia encounters various obstacles when it
comes to fully embracing sustainability, in their practices. To address these hurdles
effectively involves implementing an extensive set of regulations and specific policy
initiatives alongside enhancing public awareness on the matter.

By engaging in sustainable banking practices and collaborating with various part-
ners from both public and private sectors in Indonesia’s financial landscape, Bank
Syariah Indonesia and other Islamic banks have the opportunity to significantly con-
tribute to the nations efforts, towards a greener and more sustainable future [10][11]
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