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Abstract

The purpose of this study is to analyze the distribution of financing at Bank Syariah Mandiri (BSM) based on the segments included in
the sustainable finance category in 2019. The method used is quantitative, which is to analyze based on secondary data published in
2019 with research questions: (i) How much is the distribution of retail segment financing to BSM, and how much is included in the
sustainable finance category in 20192; (it) How big is the distribution of corporate segment financing in BSM, and how much is included
in the sustainable finance category in 20192; (iii) What is the ratio of the distribution of financing included in the category of sustainable
Sfinancing in the retail segment to the corporate segment in 20192. The findings of this study are (i) the distribution of financing to the
wholesale segment contributed 63% to the sustainable finance; (ii) the distribution of the funding to the retail segment contributed 37% to
the sustainable finance; (iii) The portion of BSM financing distribution included in the sustainable finance category in 2019 was 47%.
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1. Introduction

Global warming has become a problem and concern with the worldwide community. The impacts of global warming
are climate change, which includes changes in rainfall intensity, temperature increases, extreme weather events,
climate anomalies, floods, drought, storms, and other disasters that threaten human life (Arafah, Nugroho, Takaya, &
Soekapdjo, 2018; Masten & Obradovic, 2008; Nugroho, Utami, Akbar, & Arafah, 2017). Climate change has caused
huge losses and has even threatened the sustainability of life on Earth (Beniston et al., 2007; Trenberth, 2008).
Global warming caused by human activities to meet the needs of human life is called economic activity. This
economic activity stimulated rapid industrial growth (Nugroho, 2014; Stiglitz, 1996). Furthermore, industrial and
transportation operations use fossil materials containing hydrocarbons such as coal, petroleum, and natural gas.
Hydrocarbons are a source of electrical energy and heat generated from combustion. However, the results of
incomplete combustion will cause damage and environmental pollution because carbon monoxide gas is poisonous,
which makes air pollution (John & Feyisayo, 2013). The industrialization process in various fields that uses fossil
fuels and the overexploitation of natural resources on earth due to the pursuit of economic growth impacts the
increase of carbon gas for decades. This phenomenon of carbon gas has increased and caused climate change
(Marland et al., 2003).

Nevertheless, based on the macroeconomic perspective that climate change is a market failure to control greenhouse
gas emissions that are produced as a residue in the production process of goods and services (Andrew, 2008). One
indicator of the impact of climate change on the economy is the decline in Gross Domestic Product (GDP). GDP is
the value of goods and services in a country, produced by the production factors belonging to the citizens of that
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country and foreign citizens (Dincer, 1997). Climate change due to global warming will cause global GDP per capita
to be 23% lower than global warming. A report by Citigroup found that global GDP losses could be reduced by $ 50
trillion if global temperatures could be lowered to 2.7° F (1.5° C) in the next few decades. Other research suggests
that productivity peaks when the temperature in a region averages 55° F (13° C), meaning that a tise in temperature
could increase productivity in cold northern countries while lowering productivity in tropical countries. This shows
that steady temperature increases will not affect the world equally (Worland, 2015).

Moreover, on a micro-level perspective, climate change causes a decrease in productivity and increased company
operating costs. The survey conducted by the Carbon Disclosure Project shows indications of the impact of climate
change on productivity and operating costs. A total of 2,000 companies surveyed found that 44% of them
experienced production disruptions due to rain and drought. Meanwhile, 31% experienced additional production
costs. If this happens in the long term, a decrease in productivity will likely occur globally and detrimental (Liverman
& Glasmeier, 2014).

Indonesia is expected to experience a climate departure, which is a condition in which the lowest average
temperature has become higher than the previous highest average temperature in 2029 for most regions such as Java
and Sumatra, even Papua can already experience it in 2020. On average, countries in the world will experience a
climate departure in 2047. The economic sector in Indonesia most affected by climate departure is the food sector.
Every one degree Celsius increase in the lowest average temperature in Indonesia will cause rice yields to decrease by
up to 10%. Drought and hot temperatures are alleged to be one of the leading causes of reduced harvests, as
happened in the Aceh region in 2015. Drought will result in reduced crop production by up to 1.5 tonnes per
hectare. Fish catches in the Indonesian Exclusive Economic Zone are also estimated to decline by up to 40%
(Wahyudewi, 20106). The above conditions are a real warning that cannot be ignored due to the dangers of global
warming and climate change, considering that agriculture and fisheries are the two largest commodities that
contribute to Indonesia's GDP. If this continues, it is estimated that the prices of vatious agticultural and fishery
commodities will soar that it will reduce people's purchasing power. Indonesia can experience a phenomenon called
Dutch Disease, which is the slow growth of economic development in a country with abundant natural resources
(Andrew, 2008; Gerelmaa & Kotani, 20106).

Indonesia, as one of the G20 countries, has shown its commitment to reduce greenhouse gas emissions by 2020. At
the Pittsburgh Summit in 2009, Indonesia committed to reducing 26% of greenhouse gas emissions by itself and
41% with international assistance. These contributions have been translated into the National Action Plan for the
Greenhouse Movement. The Indonesian government is currently facing challenges in managing natural resources as
the basis for development and anticipating the impacts of climate change, which is better known as pro-growth
policies; pro-poor; pro-job; and pro-environment (Masruro Pimada, 2018). This response is manifested in the Master
Plan for the Acceleration and Expansion of Indonesia's Economic Development 2011-2025, issued by the
Coordinating Ministry for Economic Affairs. The masterplan contains a long-term policy strategy to promote high,
inclusive, and sustainable economic growth (Bappenas, 2011). The master plan policy for prepating the 2015-2019
Medium Term Development Plan (RPJM) is an effort to realize Sustainable Finance. The environmental aspect is
one of the pillars of sustainable development, which is new in the 2015-2019 RPJM, which is not found in the 2010-
2014 RPJM. Sustainable development will be realized if harmony and balance are created between social, economic,
and environmental aspects, and are implemented in business activities oriented towards profit, people, and the planet
(Nugroho, Utami, Doktorlina, & Husnadi, 2017). These three aspects must be supported by elements of good
institutional governance or good. Sustainable development does not only focus on economic aspects alone but also
pays attention to environmental and social factors (Hermes & Hudon, 2018; Hidayah, Badawi, Nugroho, &
Moetopo, 2020). Ecological damage and social disparities will occur if action is only to pursue economic growth
(Stiglitz, 2000).

The Financial Services Industry is one of the supporters of sustainable development because realizing the Master
Plan for the Acceleration and Expansion of Indonesia's Economic Development 2011-2025 requires a massive
investment mobilization. Estimates of the annual investment required are around the US § 300-530 billion. Most of
this investment is needed to build critical infrastructure and environmentally sensitive areas such as agriculture,
forestry, energy, mining, and waste. Also, financing for Micro, Small, and Medium Enterprises (MSMEs) and the
industry is essential to create jobs and increase productivity (Nugroho, 2020a; Nugroho, Lubis, et al., 2020; Nugroho
& Nugraha, 2020). Through its business activities, the financial services industry can play a role by providing support
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for programs such as financing and sustainable investment in biogas projects, micro-hydro, hydropower, organic
agriculture, and so on. The implementation of sustainable finance is crucial in the banking industry because the
banking industry contributes 79.8% of total national financial assets. At the same time, most banks have not
considered environmental, social, and governance factors in the lending or investment process as the primary
consideration so that it will become a threat to Indonesia's long-term economic development (Volz, 2015).
According to Nugroho, Badawi, & Hidayah (2019), researched the implementation of sustainable finance in the
Financial Industry with a case study on Bank Syariah Mandiri (BSM), with The research title “Discourses of
sustainable finance implementation in Islamic bank (Cases studies in Bank Mandiri Syariah 2018).” The research was
conducted when implementing sustainable finance (SF) at BSM was not required to apply the regulations from the
Financial Setvices Authority No.51/ POJK.3/2017. The tesults of research with secondaty data on the period of
implementing sustainable finance for financial products from BSM in the 2017-2018 period have reached a portion
of 29.56%, especially the financing portfolio in December 2018. Thus, the implementation of sustainable finance at
BSM is quite good.

Regarding the description above, this research is a continuation of previous research conducted by Lucky Nugroho,
Ahmad Badawi & Nurul Hidayah. Furthermore, this research focuses on the financing or credit segment portfolio in
BSM. Therefore, the formulation of research questions in this study are as follows: (i) How much is the distribution
of retail segment financing to BSM, and how much is included in the sustainable finance category in 20197 (ii) How
big is the distribution of corporate segment financing in BSM, and how much is included in the sustainable finance
category in 20197 (iii) What is the ratio of the distribution of financing included in the category of sustainable
financing in the retail segment to the corporate segment in 20192 Based on the problem formulation above, the
objectives of this study are: (i) To investigate the size of the corporate segment financing portfolio in BSM in 2019;
(i) To investigate the size of the retail segment financing portfolio at BSM in 2019; (iii) To analyze the comparison
of sustainable finance implementation in BSM based on the corporate and retail financing segments in 2019.

2. Literature Review

The primary function of the bank is to collect and channel public funds. The bank collects funds from people who
have more money. Then these funds are channeled back to people who are short of funds, banks channel fund to
solving financial problems experienced by individuals and business entities. More specifically, the functions of the
bank are as follows according to Nugroho & Harnovinsah (2020), the existence of a sharia bank is, of course,
inseparable from a purpose. The purpose is also often referred to as maghasid. This is following Al-Syatibi using
different words related to al-maqasid. The terms are maqasid al-syariah, al-maqasid al-syar’iyyah, and maqasid min
syar’i al-hukum. However, some of the meanings of the word sharia have the same understanding that is the purpose
of the law revealed by Allah SWT. Islamic Shariah was revealed by Allah SWT to create human well-being as a
whole. Furthermore, the purpose of Shariah or Maghasid Shariah makes benefits for the ummah (Arafah &
Nugroho, 2016b; Nugroho, 2020b; Syafii, Sanrego, & Taufiq, 2012).

Furthermore, according to Febriadi (2017) and Nugroho, Meiwanto Doktoralina, Indriawati, Safira, & Yahaya
(2020), the primary purpose of sharia is to encourage human welfare, which lies in the protection of faith (din), soul
(nafs), reason (‘aql), offspring (nasl), and property (mal). The guarantee of these five cases means that it will fulfill the
public interest and the welfare of all society, which is the ultimate goal of development. The reflection and
responsibility of Islamic banking towards the public and community interests have an impact on the vital role of
Islamic banking in the development and national economy. Sustainable development aims to improve people's
welfare and equitable development between the present and future generations (Holden, Linnerud, & Banister,
2017). The reasons for economic growth must be sustainable, namely first regarding moral reasons in preserving and
protecting natural resources, secondly maintaining ecological and environmental values, thirdly maintaining the
economic welfare of the community (Balmford et al., 2002). In principle, sustainable development is broken down
into three aspects, namely, first, economic sustainability in producing goods and services, second, environmental
sustainability in maintaining natural resources that include economic resources, and third, social sustainability as a
system capable of achieving equality, justice and welfare, and even accountability (Blackman & Rivera, 2011; Kulig,
Kolfoort, & Hoekstra, 2010; Moldan, Janouskova, & Hak, 2012). Sustainable development is the development
process that aims to balance the economy and the environment, has a close relationship with maqashid sharia values
in protecting the future generations (Julia & Kassim, 2019; Nugroho, 2015).
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Also, according to (Choudhury, 2010; Nugroho, Meiwanto Doktoralina, et al., 2020; Pratiwi, 2016; Wajdi Dusuki,
2008), Islamic banks based on the Qut'an and Hadith by Tawhid String Relation (TSR) has the same characteristics
as the purpose of sustainable finance. Islamic banks that have the foundation of Islamic law are the foundation of
the Muslim community to implement the teachings of their religion in fulfilling daily life in totality (Kaffah) (Aziz,
2012; Nugraha, Nugroho, Lindra, & Sukiati, 2020). The needs in human life in the Islamic perspective are divided
into daruriyat, hajiyat, and tahsiniyat. Furthermore, in fulfilling the needs of human life, the goal is to benefit society.
Human existence is to become a caliph, a blessing for the entire ummah (maslahah) (Arafah & Nugroho, 2016a; Dwi
Sari, Alwi, & Doktoralina, 2019; Nugroho, 2017). Therefore, to realize this condition, every human being must have
faith implemented to catry out Allah's commands and stay away from His prohibitions. Furthermore, the purpose of
the life of every Muslim is to get the blessing of Allah SWT, which is to seek happiness in the world and the
hereafter (Falah) (Asutay, 2008; Nugroho, Badawi, & Hidayah, 2019b; Nugroho, Hidayah, Badawi, & Mastur, 2020).
The combination of the Maqasid principles of sharia, Maslahah, and Falah is an implementation of the concept of
sustainable finance, which includes profit, people, planet, and prophet (4P) under the teachings of Islam. Thus, the
principles of sharia implemented in fair Islamic banks which prohibit transactions that contain Maghrib: maysir
(gambling), gharar (uncertainty), and Riba (risk-transfer) embody bank prudentiality (customer satisfaction, business
strategy, risk management, bank operation, human capital & community development). Based on Maghrib principles,
bank prudentiality and 4P is the concept of "Sustainable Finance in Islamic Banking Principle." Therefore, the
illustration of Islamic bank operations that are in line with sustainable finance is as follows (Figure 1):
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Figure 1. Islamic Banking Principles and Sustainable Finance Relation
Source: (Nugroho et al., 2019a)

In managing their products and services, Islamic banks make products and services based on specific segments.
Segments are a strategy for marketing and selling products to groups of people who have similarities such as income,
age, etc. The concepts of product differentiation and market segmentation have long been discussed in the literature.
One of the pioneers is Shaw (1912), which states that the product differentiation strategy is a way to find out human
wants more accurately than not to win the competition (Dickson & Ginter, 1987). Besides, product differentiation
aims to differentiate goods or services from those sold based on the buyer's preferences. Buyer preferences can be
analyzed from differences in product, packaging, distribution, or the prestige of trademarks and trade names (for
example, Coca-Cola, Calvin Klein, etc.). Segmentation, according to Jonker, Piersma, & Van Den Poel (2004), is one
way of marketing to sell goods or services that are right on a predetermined target or target. However, according to
Floh, Zauner, Koller, & Rusch (2014), segmentation is a way of dividing the population of customers and society or
a heterogeneous market based on clusters with the same characteristics and characteristics (homogeneous).
Meanwhile, the purpose of implementing segmentation in companies or banks is to optimize the benefits that can be
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achieved (Baesens et al.,, 2004; Buckinx, Verstraeten, & Van den Poel, 2007; Nugroho, 2020c; Van den Poel &
Lariviere, 2004).

The application of the segmentation strategy by Markowitz Portfolio Theory helps find a balance between the results
obtained and the possible risks (Finisterra Do Paco, Barata Raposo, & Filho, 2009). Thus, selecting the right
segmentation in a bank can improve bank performance. Furthermore, the segmentation in Islamic banks is divided
into two segments, namely the wholesale segment and the retail segment (BSM, 2016). The Bank has carried out a
segmentation process aimed at increasing the volume of the Bank's business by classifying existing market potentials
that have the same characteristics (desire, power, and purchasing power). This will facilitate the Bank in making
marketing and promotion strategies and making appropriate products so that segmentation will strengthen the
Bank's positioning in the industry (Zineldin, 1996). The grouping in this segment aims to improve the Bank's
performance to focus on customer characteristics and eliminate risks (Aldas-Manzano, Lassala-Navarré, Ruiz-Mafé,
& Sanz-Blas, 2009). Furthermore, if described, the application of segmentation in BSM is as follows:

The retail segment includes:
Consumer Banking;
Business Banking;

o0 Micro Banking.

Customer
Segmentation
in BSM

The wholesale segment includes:
Corporate Banking;
Commercial Banking,

—

E

Figure 2. Segmentation in Islamic Banking
Source: (Nugroho, 2020c)

e  Consumer Banking, consumer banking is a work unit that manages and distributes financing to individual
customers for consumptive/multipurpose purposes without any financing ceiling limits.

e Business Banking, business banking is a work unit that manages and distributes financing to customers:

a) Financing to individuals or private business entities for productive purposes with a financing ceiling of
more than 200 million to IDR 5 billion;

b) Financing to private individuals or business entities for productive purposes (not members of the financing
borrower group and excluding specific criteria for customers in the commercial segment):
1) Cooperative financing (including for members with productive & consumptive purposes) with a

financing ceiling of more than 200 million to IDR 5 billion;
2) Financing to Sharia Microfinance Institutions (Linkage) with a financing ceiling of more than 200
million to IDR 5 billion;

3) A Sharia Rural Bank (BPRS) with a financing ceiling of more than 200 million to IDR 5 billion;
4)  Program financing (non-micro) with a financing ceiling of more than 200 million to IDR 5 billion.

e  Micro Banking, micro banking is a work unit that manages and distributes financing to customers:

a) Individual financing for productive purposes with a financing ceiling of up to IDR 200 million;

b) Financing to individuals for multipurpose purposes with a financing limit of up to IDR 200 million;

¢) Micro program financing with a financing ceiling of up to IDR 200 million.

Furthermore, for the wholesale segment, strategies for channeling financing include:

e Commercial Banking, commercial banking is a work unit that manages and distributes financing to
customers:

a) Financing for private business entities with a financing ceiling of more than IDR 5 billion to IDR 50 billion;

b) Financing for private business entities for productive purposes (not members of the financing borrower
group and not including particular criteria for customers in the corporate segment) without any financing
ceiling limits addressed to:
1)  Regional Owned Enterprises (BUMD) and its subsidiaries;
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2)  Local Government;
3) Multifinance
4)  Financing to subcontractors through a supply chain financing pattern.
e  Corporate Banking, corporate banking is a work unit that manages and distributes financing to customers:
a) Financing for private enterprises with a financing ceiling of more than IDR 50 billion;
b) Financing for private business entities for productive purposes without a financing ceiling limit aimed at:
1)  State-Owned Enterprises (BUMN) and its subsidiaries;
2)  Multinational Company;
3)  Go Public Company;
4)  Ministries, State Institutions, and Work Units under The Ministties/State Institutions.

3. Methodology
This research is follow-up research that has previously been conducted by Nugroho et al. (2019a). The object of
research in this conceptual paper is Bank Syariah Mandiri (BSM) in the implementation of sustainable finance based
on the perspective of financing segmentation. The method used is quantitative by analyzing the retail and wholesale

segment financing portfolios in the sustainable finance category. The financing portfolio, which is the object of
observation, is the financing portfolio in 2019.

4. Results and Discussion

4.1. Sustainable Finance in Wholesale Segment

During the 2017-2019 period, BSM has distributed financing to the wholesale segment of IDR 30.756 trillion with
the following details:

Table 1. Wholesale Segmen Portfolio Financing

In Million Rupiah
Wholesale Segment Growth Growth
Financing 2019 (%) 2018 (%) 2017
Corporate Banking 22,353,676 6% | 21,122,561 5% 20,178,333
Commercial banking 8,223,959 23% 6,670,770 14% 5,870,885
Total 30,577,635 10% | 27,793,331 7% 26,049,218

Source: (BSM, 2019a)

Based on the trend from 2017 to 2019, the distribution of financing in the wholesale segment experienced a
significant increase, namely 10%, which was dominated by the Commercial Banking unit with a growth of 23%.
Commercial Banking is a work unit that distributes loans with a nominal value of Rp. 5 billion to Rp. 50 billion.
However, the portfolio in the wholesale segment is the distribution of financing to the corporate banking unit.
Corporate banking is a distribution of funding with a ceiling of more than IDR 50 billion. The allocation of the
funding included in the category of sustainable finance in the wholesale segment is as follows:

Table 2. Wholesale Segmen Portfolio in Sustainable Finance
In Million Rupiah

Sustainable Total Corporate Commercial | A portion A portion
Financing Sector Sustainable Banking Banking of of
Financing Corporate | Commercial
Banking Banking
Infrastructure 1,974,000 888,300 1,085,700 4% 5%
Education 3,241,000 1,944,600 1,296,400 9% 6%
Health 9,297,000 5,857,110 3,439,890 26% 15%
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Sukuk-based Project 7,926,000 5,627,460 2,298,540 25% 10%

Total 22,438,000 14,317,470 8,120,530 64% 36%
Soutce: (BSM, 2019b)

Furthermore, based on table 2 above, it is known that the distribution of financing to the wholesale segment, which
is included in the sustainable finance category is amounting to Rp22.438 trillion. The main contributor to funding
based on the sustainable finance category was the corporate banking unit amounting to 14.317 trillion, with the
primary sector being the health sector. If further analyzed, the portion of financing distribution that is included in
sustainable finance in the corporate segment is as follows:

Table 3. Wholesale Segmen Portfolio in Sustainable Finance VS Non-Sustainable Finance

In Million Rupiah
Wholesale Segment Portion | Portfolio
Non Sustainable Finance 27% 8,139,635
Sustainable Finance 73% 22,438,000
Total 100% 30,577,635

= Non Sustainable Fnance Sustainable Finance

Figure 3. Wholesale Segmen Portfolio in Sustainable Finance VS Non-Sustainable Finance
Source: (BSM, 2019b)

Furthermore, based on table 3 and figure 3 above, the distribution of the wholesale segment, which is included in the
sustainable finance category, has reached above 50% or 73%. The total distribution amounted to IDR 30.577 trillion
in absolute terms. The health sector is a mainstay in the wholesale segment because BSM focuses on disbursing
financing to the health sector. After all, the risk in this sector is low and in line with government programs. Based on
these conditions, the achievement of distribution of wholesale segment financing to BSM, which is included in the
sustainable finance category, is already on track.

4.2. Sustainable Finance in Retail Segment
The distribution of financing to the retail segment in BSM should be a priority. This is because the third mission of
BSM is to Prioritize raising cheap funds and channeling funding to the retail segment (BSM, 2020). This is shown
during the 2017 to 2018 period, and the distribution trend has increased significantly, namely 13%, according to table
4 below:
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Table 4. Retail Segmen Portfolio Financing
In Million Rupiah

Retail Segment Growth Growth
Financing 2019 (%) 2018 (%) 2017
Business Banking 7,979,607 -7% 8,595,213 -4% 8,950,378
Micro Banking 3,796,198 -13% 4,344,973 2% 4,266,141
Consumer Banking 30,204,558 24% 24,310,583 29% 18,833,848
Pawning 2,985,861 10% 2,708,697 15% 2,358,308
Total 44,966,224 13% 39,959,466 16% 34,408,675

Source: (BSM, 2019a)

Furthermore, referring to table 4 above, it can be analyzed that the increase in the distribution of financing to the
retail segment was contributed by the consumer banking unit that distributes loans to the public for consumptive
purposes. However, the work units channeling loans to micro, small and medium enterprises (business banking &
micro banking) tend to decline. Thus, the decline in the distribution of financing to micro and small entrepreneurs
indicates that this sector is not a priority for BSM. Meanwhile, according to Nugroho, Chandra Husnadi, Utami, &
Hidayah (2017), Islamic banks are pro to micro and small business actors so that services and products to micro and
small entrepreneurs are a priority. The retail segment distribution portfolio, which is included in the sustainable
finance category, is as follows:

Table 5. Retail Segmen Portfolio in Sustainable Finance

Sustainable Total Business Micro Consumer A A A portion
Financing Sustainable | Banking Banking Banking portion portion of
Sector Financing of of Micro | Consumer
Business | Banking Banking
Banking (%) (%)
(%)
Home for low
income 3,969,000 - - | 3,969,000 - - 30%
Green Small
Enterpreneur 3,307,500 | 3,307,500 - - 25% - -
Green Micro
Enterpreneur 5,953,500 - | 5,953,500 - - 45% -
Total 13,230,000 | 3,307,500 | 5,953,500 25% 45% 30%

Source: (BSM, 2019b)

The distribution of financing to the retail segment with the most considerable contribution to sustainable finance is
the micro sector, represented by a portion of 45% (table 5). Even though micro-entrepreneurs have the smallest
amount in the distribution of retail segment financing (Table 4), they have an enormous contribution to sustainable
finance. Therefore, BSM must be concerned about micro funding so that the portion of sustainable finance can be
even better. The total distribution of the financing for the retail segment was Rp.44.966 trillion. However, the
allocation of the funding for the new retail segment was Rp.13.230 trillion, so that the achievement was only 29%. In
detail can be seen in table 6 and figure 4 below:
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Table 6. Retail Segmen Portfolio in Sustainable Finance VS Non-Sustainable Finance

In Million Rupiah
Retail Segment Portion Portfolio
Non Sustainable Finance 71% | 31,736,224
Sustainable Finance 29% 13,230,000
Total 100% | 44,966,224

Source: (BSM, 2019b)

W Non Sustainable Finance [ Sustainable Finance

Figure 4. Retail Segmen Portfolio in Sustainable Finance VS Non-Sustainable Finance
Source: (BSM, 2019b)

Therefore, based on figure 4 and table 5 above, the distribution of financing to the retail segment, which is included
in the sustainable finance category, has only reached 29% or IDR 13.230 trillion. The main contributor is the
distribution of financing to the micro sector or green micro-entreprencurs. Thus, it is necessary to increase the
distribution of sustainable finance in the retail segment so that its achievement can be more than 50% of the total
allocation of financing in the retail segment.

4.3. Comparison Sustainable Finance in Wholesale Segment and Retail Segment
Distribution of financing to BSM in 2019 amounted to IDR 75.543 trillion with total disbursements in the
sustainable finance category of IDR 35.668 trillion or 47%. The detailed data are in table 7 and figure 5 below:

Table 7. Total Sustainable Finance VS Non-Sustainable Finance in BSM

BSM Financing Portion | Portfolio

Non Sustainable Finance 53% | 39,875,859
Sustainable Finance 47% | 35,668,000
Total 100% | 75,543,859

Source: (BSM, 2019b)
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= Non Sustainable Finance = Sustainable Finance

Figure 5. Total Sustainable Finance VS Non-Sustainable Finance in BSM
Source: (BSM, 2019b)

Therefore, based on table 7 and figure 5 above, the distribution of BSM financing in the sustainable finance category
in 2019 by 47% has increased compared to 2018, which was 29.56% (Nugroho, Badawi, & Hidayah, 2019). The
figure for the increase in the implementation of sustainable finance in BSM can be seen in figure 6 below:

47%

2018 2018

Figure 6. Sustainable Finance Implementation in BSM 2018-2019
Source: (BSM, 2019b)

Also, based on the financing segment in BSM, the implementation of sustainable finance is as follows:

Table 8. Total Sustainable Finance in Financing Segment in BSM

Sustainable Finance Portion | Portfolio

Wholesale Segment 63% | 22,438,000
Retail Segment 37% | 13,230,000
Total 100% | 35,668,000

Source: (BSM, 2019b)
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N\

= Wholesale Segment Retail Segment

Figure 7. Total Sustainable Finance in Financing Segment in BSM
Source: (BSM, 2019b)

Therefore, referring to table 8 and figure 7, it is the wholesale segment that has a significant contribution to the
implementation of sustainable finance when compared to the distribution of financing in the retail segment.
Furthermore, in the wholesale segment, which makes a vital contribution is a distribution to the health sectot.
Allocation to the health sector and its derivatives such as medical devices and pharmaceuticals will be the focus of
BSM in 2019, which is in line with government programs in improving the quality of health of Indonesian people.
The implementation of sustainable finance in the retail segment is contributed by channeling financing to green
micro-entrepreneurs. This is in line with the policy of the government on the prohibition of using plastic bags in
both supermarkets and traditional markets so that micro-entrepreneurs no longer use plastic bags to wrap
merchandise sold to consumers. Besides, currently, micro-entrepreneurs have also provided garbage basket at their
shops. Thus, the distribution of financing in the sustainable finance category is not only a concern of the
management of Islamic banks (BSM) but will be more effective if it is supported by regulations from the
government, which are in line. Therefore, there is a need for better synergy between practitioners and regulators to
realize the sustainable finance movement applied propetly to financial institutions, including Islamic banks..

5. Conclusion
The implementation of sustainable finance in Islamic banks is necessary because sharia principles are in line with
sustainable finance. BSM, as the largest bank in Indonesia and as a leader in market share in the Islamic banking
industry, has implemented sustainable finance since 2018. The results are as follows:
e The distribution of financing to the wholesale segment contributed 63% or Rp. 22,438 trillion, the majority
of which was contributed by financing the health sector;
e The distribution of financing to the retail segment contributed 37% or Rp. 13,230 trillion, the majority of
which was contributed by financing to green micro-entrepreneurs;
e The portion of BSM financing distribution included in the sustainable finance category in 2019 was 47%,
experiencing a significant increase compared to the percentage of sustainable finance in 2018, 29.56%.
However, the implementation of sustainable finance by Islamic banks will be more effective if there is support from
policies and regulations from the government that are supportive and in line.
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