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Introduction

The impetus behind the idea of this book proposal which relates to the 
“Islamic Finance, Energy Transition, and Sustainability” stems from a 
deep-seated feeling of purpose and a pressing need to tackle worldwide 
issues such as climate change and energy security. Our book aims to offer 
inventive answers for a more environmentally friendly and fair future by 
examining the convergence of Islamic finance and sustainability. As noted 
in existing literature, Islamic finance prioritizes ethical investing, risk-
sharing, and social justice and offers a distinct advantage in promoting 
sustainable development goals (SDGs). Thus, the proposed book focuses 
on the theoretical discourse of Islamic finance and sustainability, the 
global perspective on energy transition, and the use of Islamic financial 
instruments, such as sukuk and green bonds, to finance renewable energy 
projects and other sustainable initiatives. We also present successful case 
studies and emerging trends in Islamic finance which subsequently 
encourage policymakers, financial professionals, and investors to explore 
products of Islamic finance and incorporate these concepts into their plans 
and operations. Furthermore, this book assists in closing the knowledge 
disparity in this expanding domain, functioning as a significant asset for 
scholars, learners, and professionals. Personally, we are dedicated to cre-
ating a beneficial influence, firmly believing in the profound influence of 
information and the significance of disseminating ideas that might stimu-
late change. This book exemplifies the notion that finance has the poten-
tial to positively impact the world by promoting sustainability and 
creating a better planet and future for everyone in the country.
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xxii  Introduction

This book consists of 14 chapters in 4 parts: Part 1 focuses on the Islamic 
Perspectives on Climate Change and Energy Transition. Chapter 1 by Shahrul 
Azman Abd Razak explores how Islamic environmental ethics — such as 
khalifah (stewardship), mizan (balance), and israf (avoiding waste) — can 
inform climate change policies in Malaysia. It highlights the country’s vulner-
ability to rising sea levels, deforestation, and extreme weather, while examin-
ing initiatives such as green sukuk (Islamic bonds), eco-mosques, and 
sustainable halal practices. Challenges include economic reliance on fossil 
fuels, weak policy enforcement, and limited public awareness. The study 
calls for stronger integration of Islamic principles into national strategies, 
expanded green finance, and grassroots engagement through religious 
institutions. Ultimately, it advocates for a faith-based approach to comple-
ment scientific and policy efforts in addressing climate change. Chapter 2 
by Muhammad Irwan Ariffin focuses on the integration of Islamic prin-
ciples khalifah (stewardship), mizan (balance), and wasatiyyah (modera-
tion) — with public economics to address climate change. It analyzes 
tools such as carbon taxes and energy pricing through an Islamic ethical 
lens, advocating for policies that align with sustainability and equity. The 
study bridges Quranic guidance with modern economic frameworks to 
offer actionable climate solutions rooted in Islamic values. Chapter 3 by 
Mohamed Aslam Akbar et al. provides an Islamic framework for transi-
tioning to sustainable energy, drawing from Qur’anic teachings, legal 
maxims, and contemporary practices such as green sukuk. It highlights 
how Islamic finance principles align with global sustainability goals and 
proposes policy integration to promote renewable energy initiatives. 
Chapter 4 by Rafiqa Murdipi and Norazuwana Shaari investigates the 
impact of Islamic financial development and institutional quality on the 
relationship between renewable energy production and sustainable devel-
opment in 18 OIC countries from 2013 to 2023. It finds that Islamic 
financial tools, such as Sharia-compliant financing and sukuk, play a key 
role in advancing renewable energy, while strong institutions — including 
governance, political stability, and corruption control — are essential for 
maximizing its economic benefits. The research highlights the need for 
policymakers to enhance Islamic finance systems and institutional frame-
works to drive renewable energy adoption and sustainable growth in OIC 
nations.

Part 2 looks at the Financing Energy Transition with Islamic 
Instruments. Chapter 5 by Maya Puspa Rahman et al. examines how 
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Introduction  xxiii

Islamic finance supports renewable energy projects in Muslim-majority 
regions (ASEAN, Central Asia, and the Maghreb). Key findings show 
Malaysia and Indonesia leading in green sukuk, Central Asia using 
Islamic finance for hydropower/solar, and the Maghreb needing stronger 
regulations. Islamic finance helps fund clean energy but requires better 
policies and regional cooperation. In Chapter 6 by Abrista Devi et al., the 
study proposes a framework to optimize green sukuk (Islamic bonds for 
eco-friendly projects) in renewable energy financing using the Analytic 
Network Process (ANP). It evaluates benefits (carbon reduction, eco-
nomic growth), opportunities (ESG demand, government incentives), 
costs (high administration, regulatory hurdles), and risks (market volatil-
ity, currency fluctuations). Key recommendations include boosting public 
awareness, enhancing transparency, and strengthening policy integration. 
Focusing on Indonesia — a global leader in green sukuk — the research 
offers actionable insights for policymakers and investors. Future work 
should validate findings with expert input and assess long-term impacts. 
Chapter 7 by Hazik Mohamed, the author, developed a Renewable Energy 
Transition (RET) sukuk, a Shariah-compliant financial instrument, to fund 
projects such as solar, wind, and smart grids, linking returns to sustain-
ability targets (e.g., emission reductions). It highlights environmental 
benefits (lower emissions, cleaner energy) and social gains (job creation, 
economic growth) while addressing challenges such as regulatory compli-
ance and investor appeal. The framework aims to bridge the financing gap 
for renewable energy, particularly in developing markets, aligning with 
global climate goals. Furthermore, Chapter 8 by Evania Herindar et al. 
examines Islamic Blended Finance (IBF) and green sukuk as solutions for 
Indonesia’s renewable energy financing gap. While Indonesia aims for 
23% renewable energy by 2025, challenges such as regulatory barriers, 
underdeveloped solar energy, and limited private sector engagement per-
sist. The study highlights the potential of IBF but calls for stronger poli-
cies, stakeholder collaboration, and investor awareness to scale its impact 
effectively.

Part 3 is on Innovations in Islamic Finance for Sustainability. Chapter 9 
by Gairuzazmi Mat Ghani examines the relationship between religiosity 
and pro-environmental behavior (PEB) in Malaysia, using data from the 
World Value Survey. It finds that the impact of religiosity on PEB varies 
based on the measure used: prioritizing environmental protection over 
economic growth is positively linked to the importance of God in life, 
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xxiv  Introduction

while active membership in environmental organizations is negatively 
associated with religiosity. Education consistently promotes PEB, whereas 
trust and political awareness encourage participation in environmental 
groups. The study highlights the need for Islamic finance to tailor green 
products to diverse motivations, aligning with both environmental goals 
and Islamic ethical values. Chapter 10 by Shahida Shahimi and Siti Aisyah 
Zahari offers Islamic finance aligns with Value-Based Intermediation 
(VBI) to drive sustainable development, supporting renewable energy 
and  energy efficiency initiatives in Malaysia. By integrating Maqasid 
al-Shariah and SDGs, Islamic banks enhance financial resilience while 
promoting environmental stewardship and social well-being through 
impact-driven investments. While Chapter 11 by Noor Hazrin Hany 
Mohamad Hanif et al. argues that peer-to-peer (P2P) energy trading offers 
decentralized renewable energy solutions but faces social equity and 
ethical challenges. This study integrates Islamic finance principles — 
fairness, transparency, and risk-sharing — into P2P models, proposing an 
ethical framework to guide inclusive and sustainable energy markets, 
particularly in Muslim-majority regions.

Part 4 focuses on Islamic Social Finance and Energy Transition. 
Chapter 12 under this topic by Mushaddad Hasbullah and Zaharuddin 
Zakaria explores how waqf can be used to promote sustainable develop-
ment, with a focus on supporting the global shift toward renewable 
energy. This chapter argues that waqf, when properly managed, can do 
more than just meet its traditional charitable purposes. It can also contrib-
ute to the global push for sustainability and help in the transition to 
cleaner, renewable energy. Chapter 13 by Ahmad Khaliq et al. focuses 
the  feasibility of a Sustainable Waqf–Retakaful Model (SWRM) for 
Malaysia’s renewable energy sector, combining waqf’s perpetual fund-
ing  with Retakaful’s risk-sharing to address climate-related vulnerabili-
ties  in solar and wind projects. Through qualitative analysis of industry 
and policy documents, it identifies regulatory, operational, and financial 
challenges while proposing climate-resilient infrastructure solutions. The 
SWRM framework aligns Islamic finance principles with sustainable 
development, offering a risk-managed approach to support Malaysia’s 
energy transition and environmental goals. Chapter 14 by Hassanudin 
et al. explores the demand drivers for residential greenhouses in Malaysia, 
analyzing economic incentives, environmental awareness, socio-
psychological factors, and Islamic values as key influences on purchase 
intentions. It finds that religious principles, financial benefits, and social 

 D
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perceptions collectively shape green housing adoption, with faith-based 
stewardship playing a moderating role. The proposed framework offers 
policymakers strategies — such as religious endorsements, subsidies, and 
awareness campaigns — to accelerate sustainable housing uptake in 
Malaysia.
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halal certification, 11
Halal Development Corporation 

(HDC), 29
Halal industry, 16
Halal Integrated Platform (HIP),  

17
healthcare, 378
Hedonic pricing model, 428
herding, 432
high capital, 395
high-risk ventures, 387
honorable perception, 442
housing price bubbles, 432
housing shortages, 435
human behavior, 433
hydrocarbon, 391
hydropower plants, 398

I
IBR, see also incentive-based 

regulation., 52–55
IDGCC, see Islamic Declaration on 

Global Climate Change, 34–39, 
45–48, 50

ijarah, 86
impact measurement, 321
importance of God, 278
incentives, 188, 237
incentivizing, 445
income, 280, 372
information gaps, 246
infrastructure, 392
initiatives, 238
innovation, 370, 427
innovative model, 387
Institute of Islamic Understanding 

Malaysia (IKIM), 29
Institute of Oceanography and Earth 

Sciences (IIOE), 22
institutional and structural factors, 

435

institutionalizing, 402
institutional quality, 93–96, 99–102, 

105–106, 110–111, 113, 116, 
121–122, 124

instruments, 234
Integrated Finance, 229
integrity and inclusivity, 233
inter-agency, 237
interest rates, 430
international buyers, 437
International Islamic Fiqh Academy, 

11
International Islamic University 

Malaysia (IIUM), 29
interplay of local, 438
interpretation, 235
investment, 393
investment culture, 399
investment decisions, 186
investor behavior, 236
investor confidence, 402
investors, 187
Islamic Development Bank (IsDB), 

71
Islamic, 232
Islamic banking, 93, 98, 122
Islamic Declaration on Global 

Climate Change, 10
Islamic environmental ethics, 3
Islamic environmental movement,  

12
Islamic finance, 93–99, 107, 110, 

122–123, 181, 296–297, 299,  
414

Islamic Foundation for Ecology and 
Environmental Sciences (IFEES), 
10

Islamic social funds, 368
Islamic societies, 360
Islamic stewardship, 440
Islamic values, 426
Israf (wastefulness), 5
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K
kafalah, 338–339, 347
khalifah, 39–42, 45, 47, 53–55, 

57–58, 273, 395
Khalifah (humanity’s role as steward 

of the Earth), 5
Khalifah, see also Stewardship, 38

L
Lack of awareness, 377
leader, 393
LED, 21
legal authority, 410
legal maxims, 68
legal system, 409
leverage zakat, 234
leveraging, 387
local residents, 375
Logit, 282
Long-Term Low Emissions 

Development Strategy (LT-LEDS), 
27

long-term risk, 408
low-carbon economy, 402, 416
low-interest loans, 366, 380

M
Malaysia, 297
Malaysian Institute of Road Safety 

Research (MIROS), 26
Mangroves, 13
Maqasid al-Shariah, 77, 295,  

298–299, 307–308, 343, 349,  
368

market-based incentives, 426
market price, 428
market volatility, 184
Maslahah, 10
Maybank Islamic (MIB), 314–316
maysir, 19
mechanism, 231
methodological, 259

Ministry of Natural Resources and 
Environmental Sustainability 
(NRES), 28

mismanagement, 409
mitigating climate change, 12
mitigation, 4
mizan, 5, 39, 42–43, 45, 48–49, 

54–55, 58
Mizan, see also Balance, 38
mobilizes waqf, 374
Moderation, see also Wasatiyyah,  

38–39, 43–44, 50–51, 54, 58
Montreal Protocol, 270
morality, 440
mortgage-backed securities, 438
mosques, 378
mosque’s operational costs, 365
mudarabah, 19, 327
musharakah, 327, 339, 343–346, 348, 

350

N
national energy policies, 415
National Energy Transition Roadmap 

(NETR), 27, 305, 312–313
National Halal Digital Platform 

(NHDP), 17
National Land Code, 15
Nationally Determined 

Contributions (NDCs), 4, 24
National Policy on Climate Change 

(NPCC), 14, 16
net-zero emissions, 248
new industries, 370
non-economic, 439
non-fiscal incentives, 258
non-governmental organizations 

(NGOs), 271

O
obstacles, 246
OIC countries, 93–96, 99, 121
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operational mechanisms, 407
optimize energy, 447
organic farming, 366
outlines, 405

P
Paris Accord, 270
Paris Agreement, 4, 305, 314
partnerships, 379
peer-to-peer (P2P), 325–332, 342
PEKA Malaysia, 11
people’s traits, 443
Perception of Trends, 441
pilot project, 402
political participation, 281
political stability, 93, 96, 98–99, 

102–103, 110, 112, 117–118, 122, 
124

population growth, 389
populations, 437
positioning, 396
power generation, 404
practical challenges, 235
preferences, 434
pricing

auction-based, 334, 339
dynamic, 334–335
fixed, 333, 339
subscription-based, 334
time-of-use (TOU), 334, 340

private sector participation, 242,  
260

pro-environmental behavior, 268,  
275

project management, 183
projects, 254
protection of life, 394
psychological factors, 432
Public Financial Institutions, 251
public knowledge, 376
public–private collaborations, 446

Q
qualitative approach, 406
quality of life, 364
Quran, 9

R
real estate, 429
recycling, 287
reduction in GHG, 390
regulations, 248
regulatory compliance, 182
regulatory framework, 190
regulatory issues, 377
regulatory uncertainties, 185
religion, 272, 443
religiosity, 275, 278
religious endorsements, 447
religious services, 278
religious values (RGV), 426
renewable energy (RE), 4, 93, 143, 

149–150, 169, 174, 184, 189, 226, 
235, 295, 301–302, 310, 312, 315, 
317, 319

resilience and, 388
responsible investment, 288
retakaful institution, 387, 394, 408
riba, 19, 327, 336, 340
risk diversification, 387
risk mitigation, 190
risk score, 303
risk-sharing, 394
river cleaning, 371
role, 380
rule of law, 94, 102–103, 110, 114, 

118, 122, 125

S
Sabah Wind Farm, 397
Sadaqa House, 318–319, 321
Saiz, 437
scalability, 232

 D
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school curricula, 445
SDG 7 within, 369
Sense of Honor, 441
sermons (khutbahs), 29
settlement patterns, 434
sharia compliance, 182
sharia-compliant financial products, 

19, 237, 296, 316, 411
slaves, 406
smaller-scale issuance, 401
small-scale, 250
Socio-Psychological Motivation, 441
social capital, 280
social development, 361
social justice, 401
social welfare, 49–51
social well-being, 375
socially responsible, 397
soft loans, 240
solar, 314–315, 319
solar energy, 372
solar farms, 388
Solar Photovoltaic (PV), 315
solutions, 415
Southeast Asia, 240
sovereign green sukuk, 140, 183
sovereign sukuk, 174
spatial equilibrium model, 433
speculative behavior, 432
stakeholders, 439
standardized norms, 230
State Islamic Religious Council 

(Majlis Agama Islam Negeri), 28
state-owned enterprises, 251
Stewardship, see also Khalifah, 

38–39, 51, 54, 58
strict land-use regulations and zoning 

laws, 428
subsidies, 242
sukuk, 93–95, 99, 102–103, 107–110, 

115, 122–123, 396

sukuk tranche, 206–207
Sunnah, 9
surplus profits, 412
sustainability, 157, 181, 297, 299, 386
sustainability performance indicators 

(SPIs), 197–199, 203, 208–212 
215, 221–222

sustainable, 298, 425
sustainable development, 12, 93–97, 

100, 102, 105–107, 110, 112, 
114–115, 121–122

Sustainable Development Goals 
(SDGs), 168, 270, 295, 297, 307, 
425

Sustainable Energy Development 
Authority (SEDA), 15–16

sustainable finance, 175
sustainable solutions, 408
sustainable sukuk, 297
sustained economic expansion, 389

T
Tadau energy, 70
taradhi, 336, 338, 345, 347–348
tariff

fixed, 328
time-of-use, 328

Tawbah, 6
Tawhid, 10
Tawhid the Oneness of God, 5
tax exemptions, 366
tax policies, 431
technological risks, 408
temperatures, 390
tiered coupon mechanism, 197–198, 

203, 208
traditional Islamic concepts, 367
transformation, 388
transparency, 187, 365
transparent management, 362
triangulation, 176

 D
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U
underexplored, 405
underutilization, 362
United Nations Framework 

Convention on Climate Change 
(UNFCCC), 25

Universiti Sains Islam Malaysia 
(USIM), 22

user cost, 429
usul al-khams, 368
utility costs, 374

V
Value-Based Intermediation 

Financing and Investment Impact 
Assessment Framework (VBIAF), 
295, 299, 302, 304–306

Value-Based Intermediation (VBI), 
295, 298–300, 307–309, 314, 316, 
320

vision, 390

voice and accountability, 102–103, 
110, 114, 125

volatility, 412
VOSviewer, 234

W
waqf, 274, 359
waqf–retakaful, 388
Wasatiyyah, see also Moderation, 

39–40, 43–45, 50–51, 54–55, 58
wastefulness, 273
wealth, 396
welfare, 414
willingness to contribute, 275
willingness to pay, 275
wind energy, 397
wind turbines, 366
World Value Survey (WVS), 269

Z
zakat, 274

 D
ow

nl
oa

de
d 

fr
om

 w
w

w
.w

or
ld

sc
ie

nt
if

ic
.c

om
by

 H
A

SS
A

N
U

D
IN

 B
IN

 M
O

H
D

 T
H

A
S 

T
H

A
K

E
R

 . 
on

 0
5/

11
/2

6.
 R

e-
us

e 
an

d 
di

st
ri

bu
tio

n 
is

 s
tr

ic
tly

 n
ot

 p
er

m
itt

ed
, e

xc
ep

t f
or

 O
pe

n 
A

cc
es

s 
ar

tic
le

s.


	Contents
	About the Editor
	About the Contributors
	Acknowledgment
	Introduction
	Index

