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Abstract 
 

The Maldives faces a dual challenge of severe environmental vulnerability and limited financial market depth, making the 

development of Islamic green investment particularly critical. Despite rising awareness of sustainability and Islamic 

finance, existing green initiatives remain largely concentrated in the business and resort sectors, while retail investor 

participation requires significant enhancement. This study develops a conceptual framework that integrates institutional 

theory with the theory of planned behavior (TPB) to explain retail investors’ intentions toward Islamic green investment. 

The study utilizes an intensive literature review combined with a systematic literature review (SLR) based on the PRISMA 

guidelines to systematically identify recurring themes and theoretical patterns, thereby strengthening the proposed model. 

The findings provide valuable insights for policymakers, corporations, and government institutions in promoting 

environmentally responsible practices that enable adaptation and resilience to climate change while ensuring long-term 

sustainability. The Maldives presents a unique setting for this framework compared to other countries, as its small market 

size, strong Islamic identity, and acute climate risks highlight the urgent need to align institutional forces with individual 

investment behavior. 
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1. Introduction 

The Maldives is a small island nation with a predominantly Muslim population. As a Muslim-majority country, 

Islam serves as the state religion and forms the foundation for all legislative and regulatory frameworks within 

the nation. Nevertheless, despite the constitutional emphasis on Islamic principles, interest-based (riba) 

financial systems continue to exist within the broader economic structure (Shujau et al., 2022). In recent years, 

the Maldives has taken steps to develop its Islamic financial infrastructure. The Islamic capital market in the 

country is regulated by the Capital Market Development Authority (CMDA), established under the Maldives 

Securities Act. To ensure adherence to Shariah principles, the CMDA also established a Shariah Advisory 

Committee, now known as the Shariah Advisory Council, which provides guidance on Islamic financial 

activities and compliance matters (Muneeza, 2018). Although the CMDA has made commendable progress in 

establishing the foundation for an Islamic capital market, the development of Islamic finance in the Maldives 

remains in its early stages. Research in this area is still limited, and several key challenges persist, including a 

general lack of awareness among industry stakeholders, a small number of market participants, the absence of 

secondary market liquidity, weak Shariah governance frameworks, limited incentives, and various legal and 

institutional barriers that constrain growth (Muneeza, 2018; Shujau et al., 2022). Addressing these issues is 
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essential to strengthen the Maldives’ Islamic financial ecosystem and enhance its alignment with global 

standards of Islamic finance and sustainable investment. 

Additionally, the impact of climate change, natura l disasters, and environmental degradation—

particularly those driven by human activities such as global temperature rise, carbon emissions, and marine 

pollution—has become increasingly severe in recent years (Monasterolo & de Angelis, 2020; Y. Wang et al., 

2024). For small island nations like the Maldives, the consequences of climate change are not merely 

environmental concerns but existential threats. The country’s geographic characteristics—low elevation, 

dispersed islands, and heavy reliance on marine and coastal resources—make it one of the most climate-

vulnerable nations in the world. Rising sea levels, saltwater intrusion, coral bleaching, and the loss of coastal 

land pose direct risks to livelihoods, biodiversity, and the nation’s long-term sustainability (World Bank, 2024). 

Given this reality, green investment has emerged as a crucial strategy for the Maldives to strengthen 

environmental resilience and transition toward a sustainable economy. Green investments, such as renewable 

energy projects, sustainable tourism infrastructure, waste management systems, and Islamic green finance 

instruments, play a vital role in addressing both climate adaptation and mitigation needs. Furthermore, as a 

nation that depends heavily on tourism and fisheries, integrating green finance mechanisms is essential for 

maintaining economic stability and protecting natural assets. The government’s initiatives, such as the Maldives 

Green Fund and Green Tax Scheme, reflect growing institutional support for sustainable investment and 

environmental conservation (ESMF, 2021; Ministry of Tourism and Environment Republic of Maldives, 2025). 

These frameworks not only channel resources into environmental protection programs but also create 

opportunities for Islamic finance instruments to support climate-resilient development. However, although 

several efforts have been made to develop the green sector, the Maldives continues to face significant fiscal 

challenges and investment gaps that constrain its pathway toward sustainable development. Fiscal issues 

remain: nearly 67% of the national budget in 2022 was allocated to recurrent expenditures, of which 44% went 

to public sector salaries, subsidies, and welfare programs, severely limiting the fiscal space available for capital 

investment. In addition, the Maldives is burdened by a high level of public debt, with debt repayments projected 

to surge to approximately USD 600 million by 2026 (UNDP, 2022a, 2022b). 

Moreover, the country exhibits an unsustainable pattern of credit allocation. Banking data from the 

Maldives Monetary Authority (MMA) indicate that the majority of bank lending has been directed toward 

traditional infrastructure development, such as resorts and commercial real estate, while only 1.36% has been 

allocated to green and blue economic activities (UNDP, 2022a). This financing gap, coupled with limited fiscal 

space, underscores the importance of private financing as a primary solution. Therefore, enhancing the 

participation of Islamic green investors is crucial to mobilize the ethical and impact-oriented capital required 

to finance the Maldives’ green transition in the coming years. To identify effective strategies for attracting such 

capital, this study proposes a conceptual framework based on two main theories: (1) institutional theory, which 

examines how the external environment, including norms, regulations, and legal systems, shapes organizational 

and investor behavior and decision-making. In the context of Islamic green investment, this theory helps explain 

how various external pressures influence investors’ intentions to participate in Islamic green initiatives; and (2) 

the theory of planned behavior (TPB), which focuses on internal factors and individuals’ intentions to perform 

certain behaviors. Within this framework, the TPB is employed to identify the key drivers that directly influence 

investors’ intentions, such as attitude, perceived behavioral control (PBC), and subjective norms. By 

understanding these drivers through the integration of institutional theory and the TPB, policymakers and 

regulators can better design targeted interventions, such as fiscal incentives, the development of Shariah-

compliant green Sukuk products, and the strengthening of regulatory frameworks to enhance investor interest 

and intention. Ultimately, these efforts aim to create a market environment that is both conducive and 

psychologically appealing to Shariah-compliant investors, thereby facilitating a large-scale redirection of 

private capital from traditional sectors toward blue and green economic sectors that are essential for the 

Maldives’ long-term sustainability. 

 

2. Literature Review 

2.1 Institutional Theory 

Institutional theory explains how external pressures—such as regulations, social norms, and value systems—

shape the behavior and decision-making processes of organizations and individuals (Scott, 2014). In the context 

of developing countries such as the Maldives, this theory is particularly relevant for understanding how 
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institutional structures, fiscal policies, and legal systems influence investor behavior, especially in the realm of 

sustainable finance. According to Meyer and Rowan (1977) and Scott (2014), institutions consist of three 

fundamental pillars: the regulative, normative, and cultural-cognitive pillars. The regulative pillar refers to 

rules, laws, and sanctions that control behavior; the normative pillar concerns shared values, professional 

standards, and norms that dictate appropriate conduct; and the cultural-cognitive pillar encompasses shared 

meanings, symbolic systems, and common understandings that shape institutional behavior, such as belief 

systems and rationalized knowledge. These three institutional dimensions act as key forces that encourage 

organizations and individuals to conform to external expectations in order to gain legitimacy within the market 

(DiMaggio & Powell, 2000). In the context of a small island economy like the Maldives, institutional pressures 

play a crucial role, as the country remains highly dependent on fiscal policy, international support, and 

government regulation to drive its green economic agenda. However, weak fiscal capacity and the absence of 

a robust policy framework for Islamic green finance have limited the potential of Islamic investors to contribute 

effectively to sustainable development financing (Muneeza, 2018; Shujau et al., 2022). 

Furthermore, social norms and the strong religiosity of the predominantly Sunni-Muslim population in 

the Maldives can create moral pressure on investors to channel their capital toward projects aligned with 

sustainability principles and the objectives of maqasid al-shariah. Previous studies have shown that social 

norms and religiosity significantly influence individuals’ financial and investment decisions, suggesting that 

moral and cultural contexts can be powerful determinants of behavior in Islamic finance (Ali, 2016; Othman et 

al., 2017; Rehman & Shabbir, 2010; Shukor & Jamal, 2013). Therefore, institutional theory provides a valuable 

framework for understanding how institutional systems and external pressures shape green investment behavior 

in the Maldives. However, to fully comprehend investors’ actual intentions and decisions to participate in 

Islamic green investment, it is essential to complement this perspective with a theory that captures internal 

psychological factors, such as perceptions, attitudes, and behavioral control. Consequently, combining 

institutional theory with the theory of planned behavior (TPB) offers a more comprehensive understanding of 

the multifaceted determinants influencing Shariah-compliant investors’ participation in the Maldives’ green 

transition. 

 

2.2 Theory of Planned Behavior 

The theory of planned behavior (TPB), developed by Ajzen (1991), posits that an individual’s intention to 

perform a particular behavior is influenced by three key components: attitude toward the behavior, subjective 

norms, and perceived behavioral control (PBC). In the context of Islamic green investment in the Maldives, the 

TPB is relevant for explaining how individuals’ beliefs shape their investment intentions. The TPB framework 

encompasses these three primary dimensions—attitude, subjective norms, and perceived behavioral control—

that collectively determine behavioral intention. This theory has been extensively applied and further developed 

to examine internal psychological factors influencing financial behavior, including those within the field of 

Islamic finance (R. R. Ahmed et al., 2019; Ashraf, 2023; Duyufur Rohman & Al-Shaghdari, 2025; Ismail, 

2024). Numerous studies have utilized the TPB to investigate the factors driving individuals’ participation in 

Islamic banking, zakat payment, and responsible investment, confirming its robustness as a behavioral 

framework in predicting intention and action in ethical financial contexts. Integrating the TPB with institutional 

theory provides a more comprehensive understanding of both external and internal determinants that influence 

investor decision-making in the Maldives. Institutional theory explains how regulations, norms, and social 

pressures form the external framework that guides behavior, whereas the TPB highlights the internal 

psychological and perceptual dimensions that shape individual decision-making processes. Thus, the 

combination of these two theoretical perspectives offers a multidimensional lens for understanding Islamic 

green investment behavior. It enables policymakers and regulators in the Maldives to design more effective 

strategic interventions—such as fiscal incentives, green financial education, and the strengthening of Shariah-

compliant regulatory frameworks—to enhance the motivation and participation of Islamic investors in 

sustainable investment initiatives. 

 

2.3 Islamic Green Finance Development in the Maldives  

Being a country that relies heavily on tourism and marine-based industries, the Maldives faces an urgent need 

for substantial climate financing (World Bank, 2024). Its geographic exposure to climate change, compounded 

by fiscal constraints and rising public debt, limits the government’s capacity to fund green transition initiatives 
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through national budgets (UNDP, 2022a). In this context, the emergence of global Islamic green finance 

represents a pivotal mechanism to fill this financing gap, as conventional banking channels continue to favor 

traditional infrastructure investments—such as resorts and real estate—rather than financing green or blue 

projects, including eco-friendly hotels and sustainable tourism development (UNDP, 2022a, 2022b). The 

advancement of Islamic finance in the Maldives has been relatively significant, promoted by the nation’s 

Islamic identity and international acknowledgment of its financial system (Ministry of Finance and Planning, 

2024). For example, the Bank of Maldives (BML), through its Islamic subsidiary, has introduced green 

financing products designed to assist individuals and enterprises in funding environmentally responsible 

projects, such as solar power systems and energy-efficient equipment. These facilities generally require equity 

participation and collateral, and they offer long-term repayment periods.  

 

Such initiatives illustrate a growing institutional awareness of the need to harmonize Shariah principles, which 

prohibit interest (riba) and promote social justice, with environmental sustainability objectives (Muneeza, 

2018; Shujau et al., 2022). However, several challenges continue to hinder progress. The range of viable green 

investment opportunities remains narrow, regulatory frameworks for Islamic financial instruments have yet to 

fully incorporate sustainability dimensions, and the pool of skilled professionals in the field remains limited 

(Muneeza, 2018; Shujau et al., 2022). Furthermore, public awareness and stakeholder engagement regarding 

green Islamic finance are still developing. The broader Islamic financial ecosystem, including the Islamic 

capital market, is also less mature compared to its conventional counterpart (Shujau et al., 2022). At the policy 

level, the Maldivian government has outlined a long-term strategic vision aimed at transforming the nation into 

a regional hub for Islamic finance, supported by ongoing digital economic transformation (The President’s 

Office, 2025). This strategic orientation is instrumental in fostering a robust Islamic green finance ecosystem, 

ranging from regulatory support for Islamic green investments, such as green Sukuk issuance, to the 

establishment of a Shariah-compliant carbon market. Collectively, these efforts are expected to attract both 

domestic and international capital flows that are essential for financing climate change mitigation and 

adaptation projects in the Maldives. 
 

3. Research Methodology 

To build a robust and well-grounded framework, this study used a two-stage qualitative synthesis. Stage 1: 

Intensive Literature Review (ILR). In this stage, NVivo software was used to analyze the foundations of the 

theory of planned behavior (TPB) and institutional theory. Rather than just summarizing, this stage focuses on 

theoretical derivation, stripping these theories down to their cores to see how they can be effectively integrated 

into a single, cohesive model for the Maldivian context. Stage 2: Systematic Literature Review (SLR). This 

stage acts as a stress test for our model. Using a systematic literature review (SLR) guided by the PRISMA 

protocol, the study systematically scans existing empirical studies. The goal is to find evidence that supports 

(or challenges) the proposed paths between the constructs. This stage ensures that the conceptual model is not 

just theoretical but firmly rooted in empirical reality. In Stage 1, this study adopts a qualitative-exploratory 

approach focusing on developing a conceptual framework that integrates various factors influencing retail 

investors’ intentions toward Islamic green investment in the Maldives. This approach was chosen because green 

investment lies at the intersection of institutional policy and individual behavior, necessitating an in-depth 

theoretical exploration. 

The primary method employed is an intensive literature review (ILR). This process is conducted to 

identify conceptual patterns, recurring variables, and established causal relationships in prior studies (Webster 

& Watson, 2002). The reviewed sources include leading academic books and journals in the fields of Islamic 

finance, sustainable finance, and behavioral finance, as well as policy reports from international institutions 

such as the UNDP and the World Bank that are relevant to the Maldivian context. The stage of literature analysis 

and theory construction employs both deductive and inductive approaches. The deductive approach is used to 

elaborate and adapt existing theories to the context of Islamic green investment in small island nations, while 

the inductive approach is applied to develop new concepts based on emerging empirical patterns and findings 

from the literature within local communities that affect Islamic green investment intentions (Babbie, 2013). 

Subsequently, theoretical modeling is undertaken by deconstructing each theory into its core components and 

integrating them to form a coherent and contextually grounded conceptual framework (Babbie, 2013). In this 

regard, institutional theory is utilized to map the antecedents of the external environment, namely: regulative 
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pressures (government regulations and Shariah compliance), normative pressures (influence of religious 

scholars and social expectations), and cognitive pressures (religiosity, financial literacy, and green knowledge). 

These institutional pressures are hypothesized to influence the behavioral determinants in the TPB framework, 

consisting of attitude, subjective norms, and perceived behavioral control. Through the integration of deductive 

and inductive reasoning, this study seeks to explain how the institutional structures and socially embedded 

religious norms of the Maldives shape investors’ perceptions, attitudes, and intentions toward Islamic green 

investment. The outcome is an integrative conceptual framework that presents detailed hypotheses suitable for 

empirical testing in future research. 

In the second phase, a systematic literature review (SLR) governed by the PRISMA protocol is conducted 

to provide empirical support to the proposed conceptual framework. This stage acts as a validation process, 

systematically identifying and filtering empirical studies that examine the intersections of Islamic finance, 

green investment, and institutional drivers (Page et al., 2021). The search was executed through the Google 

Scholar database, utilizing a strategic combination of keywords, including: ("Green Investment" OR "Islamic 

Green Investment") AND ("Theory of Planned Behavior" OR "Behavioral Theory") AND "Institutional 

Theory". To ensure methodological rigor and transparency during the screening process, the systematic review 

tool Rayyan was employed for the initial identification and screening process. Starting from an initial pool of 

201 documents, the process followed strict inclusion and exclusion criteria, including a quality assessment of 

the methodology and contextual relevance, resulting in a final selection of 24 documents for in-depth synthesis.  

The detailed screening process is illustrated in Figure 1. 

 

 
Figure 1. PRISMA FLOW (2020) 
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This systematic refinement is critical to support the hypothesized relationships between institutional pillars and 

behavioral constructs, ensuring that the integrated model transcends purely theoretical postulation to become 

an empirically grounded framework anchored in diverse, real-world evidence. 

 

4. Data Analysis 

This study employs a qualitative, theory-driven data analysis approach using NVivo 12 software to support the 

systematic development of a conceptual framework for Islamic green retail investment in the Maldives. NVivo 

is utilized to enhance analytical rigor by enabling the structured coding, comparison, and synthesis of academic 

literature and institutional reports relevant to Islamic finance, green finance, and investor behavior. The data 

analyzed consist of peer-reviewed journal articles, policy documents, and reports published by international 

financial institutions and regulatory bodies. These sources were selected based on their relevance to Islamic 

finance, sustainable investment, behavioral finance, and institutional frameworks. NVivo facilitates cross-

source comparison and pattern recognition, allowing the study to systematically identify convergent themes 

and theoretical linkages across diverse literature streams. The resulting framework is not based on statistical 

estimation but on theoretically grounded synthesis and analytical reasoning. 

To operationalize this synthesis, the analysis followed a systematic, three-stage coding process. First, an 

open coding process was applied to extract and consolidate key variables and recurring concepts from both 

academic and contextual sources (Bazeley & Jackson, 2013). These identified concepts related specifically to 

behavioral factors (attitude, personal norms, perceived behavioral control) and institutional influences 

(regulatory support, legitimacy, technological infrastructure). Second, axial coding was utilized to organize 

these variables into higher-order categories aligned with the TPB and institutional theory, allowing for the 

examination of their interrelationships. Finally, selective coding was undertaken to integrate these behavioral 

and institutional constructs into a coherent conceptual framework explaining retail investors’ intentions to 

invest in Islamic green finance. Analytical rigor is ensured through this systematic coding procedure supported 

by NVivo, which minimizes researcher bias and enhances consistency in theme identification. Additionally, 

construct validity is achieved by grounding each construct in established theories and prior empirical studies, 

while content validity is ensured through a comprehensive coverage of behavioral, institutional, and Islamic 

finance dimensions. Figure 2 presents the overall methodological and analytical process of the study, 

illustrating the stages of qualitative synthesis and theory integration leading to the development of the proposed 

conceptual framework (Creswell, 2014). 

 

Figure 2. Qualitative Research and Conceptual Framework Development Process 
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5.  Results and Discussion 

Based on the multi-stage qualitative synthesis process outlined earlier, this study integrates insights derived 

from prior empirical studies, theoretical frameworks, and contextual evidence related to Islamic green finance 

in the Maldives. Through systematic coding and thematic integration of constructs drawn from the TPB and 

Institutional Theory, the analysis identifies key behavioral, normative, and institutional dimensions shaping 

retail investors’ engagement with Islamic green investment instruments. Accordingly, the study proposes an 

integrated conceptual framework that captures the interaction between individual-level behavioral mechanisms 

and broader institutional forces influencing Islamic green retail investment decisions, as illustrated in Figure 3. 

 
Figure 3. Proposed Conceptual Framework 

 
Theoretical Framework: Integrated TPB and Institutional Theory 

Since the primary objective of this study is to enhance retail investor participation, the TPB is adopted as the 

foundational theoretical framework to explain investor intentions toward Islamic green finance. TPB is 

particularly suited for analyzing individual decision-making, as retail investment participation is driven by a 

combination of psychological evaluations, social pressures, and the capacity to act. Consequently, investor 

intention is positioned as the primary dependent variable, while attitude toward the behavior, subjective norms, 
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and perceived behavioral control (PBC) serve as the core mediating constructs that translate internal and 

external factors into behavioral intention (Ajzen, 1991; Ajzen & Fishbein, 1980). 

To complement the TPB, the study integrates Institutional Theory through its pillars (regulative, 

normative, and cultural-cognitive) to explain the systemic forces shaping the intention to invest. Under the 

normative pillar, the influence of religious scholars (Ulama) and social expectations represents religious 

authority and societal pressures that define socially and religiously appropriate investment behavior. These 

variables are hypothesized to positively influence subjective norms, reflecting the degree to which retail 

investors feel pressured or expected by significant others to participate in Islamic green investment (Oman et 

al., 2019). In turn, subjective norms are proposed to exert a direct positive effect on investment intention. This 

suggests a mediated relationship where institutional religious legitimacy and social endorsement do not drive 

intention directly, but operate indirectly by shaping the individual's perceived social pressure. 

The framework introduces the cultural-cognitive dimension to explain how internal awareness and 

internalized knowledge influence investment attitudes. Religiosity, green knowledge, and financial literacy are 

proposed as antecedents to attitude toward the behavior (Kurniawan & Fadhilla, 2024; Rahayu et al., 2024; 

Uikey et al., 2025). Specifically: (1) Religiosity reflects the alignment between investment decisions and 

Islamic ethical responsibilities (Oman et al., 2019), and (2) Green knowledge captures environmental 

awareness and sensitivity. Financial literacy represents the investor’s technical understanding of Islamic 

financial products. These cognitive factors are hypothesized to positively shape an investor’s evaluation of 

Islamic green finance, fostering a more favorable attitude. Consistent with TPB, attitude acts as a critical 

mediator, transmitting cognitive beliefs into a stronger behavioral intention 

Finally, the framework incorporates regulatory institutional factors, specifically green policies and 

Shariah compliance, reflecting the regulative pillar. These variables are proposed to influence investor intention 

directly by enhancing institutional legitimacy, reducing market uncertainty, and building trust. Strong 

regulatory support signals government commitment (Sindra, 2014), while Shariah compliance assurance 

mitigates religious and ethical ambiguity for Muslim investors (Oman et al., 2019; Timur et al., 2025). Thus, 

PBC is hypothesized to exert a direct effect on intention and bolstering investor confidence in executing the 

behavior. 

The proposed conceptual framework positions TPB constructs as central mediators linking macro-

institutional pressures and micro-cognitive factors to investor intention. Normative forces shape intention 

through the formation of subjective norms; cognitive awareness operates through the development of favorable 

attitudes; and regulatory support enhances intention by providing direct institutional legitimacy. 

 

The detailed relationships between these variables are further elaborated in the following sections: 

 

H1a: Green policies positively influence subjective norms toward Islamic green investment. 
Public policies and regulatory frameworks play a vital role in fostering the development of green markets by 

providing legal certainty, incentives, and technical guidance for ESG disclosures. Fatemi (2018) argue that 

ESG regulations and government involvement enhance disclosure transparency and attract institutional 

investors. Several studies have also identified environmental regulation as a key predictor of green 

participation. For instance, Feng et al., (2025) found that government environmental regulation significantly 

strengthens Green Consumer Orientation (GCO) and positively influences green purchase intention. Similarly, 

Wu and Wu (2025) demonstrated that participatory environmental regulations substantially reduce carbon 

emission intensity in China. Governments are therefore encouraged to promote green behaviour among citizens 

by introducing measures such as proper waste management, green project initiatives, and green investment 

awareness campaigns, all of which should be supported by broad policy dissemination, incentive structures, 

and legal integration (Li et al., 2019; Sindra, 2014; Tian et al., 2019; J. Wang et al., 2018). Findings from Timur 

et al. (2025) also indicate that authority support plays a significant role in shaping Indonesian Muslim investors’ 

intention to invest in green sukuk.  

However, there is also a study reporting that policy support has a limited influence, particularly when 

regulatory interventions lack clear specifications, practical implementation mechanisms, and tangible 

institutional support that directly facilitates user engagement (Basaglia et al., n.d.; Islam et al., 2024). 

In the context of the Maldives, environmental regulation and policy implementation have been relatively 

progressive. The Maldives Green Fund, for example, allocates financial resources to support environmental, 
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social, and preservation programs in protected areas and local communities, including initiatives on climate 

advocacy and capacity building (Ministry of Tourism and Environment Republic of Maldives, 2025). 

Additionally, the country imposes a Green Tax on tourist accommodations and vessels, with revenues 

channeled toward environmental conservation through the Green Fund. Furthermore, comprehensive 

regulatory frameworks such as the Environment Protection and Preservation Act and the mandatory 

Environmental Impact Assessment (EIA) laws ensure that development projects undergo environmental risk 

assessments before approval, reinforcing the nation’s commitment to sustainable development and 

environmental stewardship (ESMF, 2021). Additionally, the integration of sustainability policies and 

operational tourism practices that involve tourists directly in environmental conservation enhance ecological 

awareness and contribute to scalable environmental restoration outcomes in marine tourism destinations. 

 

H1b: Shariah compliance positively influences subjective norms toward Islamic green investment. 

Shariah compliance refers to customers’ perceptions that financial transactions are conducted in accordance 

with Islamic principles, free from prohibited elements such as riba, maysir (gambling), and gharar (excessive 

uncertainty) (Kaakeh et al., 2019). It has been widely recognized as a major determinant influencing customers’ 

choices of Islamic financial products and services (Jan & Shafiq, 2021; Kaakeh et al., 2019; Lee & Ullah, 

2011;Oman et al., 2019). However, contrary evidence also exists; for instance, Jamshed and Uluyol (2024) 

found that Shariah compliance had neither a direct nor an indirect influence on individuals’ intention or actual 

behaviour to adopt Islamic financial products, suggesting that its impact may vary across contexts or levels of 

financial literacy. 

In the context of the Maldives, the relevance of Shariah compliance becomes even more prominent. As a 

country with huge Muslim population adhering to Sunni Islam, Shariah principles underpin not only religious 

life but also institutional governance (Office of International Religious Freedom, 2022). From the perspective 

of Institutional Theory, as proposed by DiMaggio and Powell (1983) and later expanded by Scott (2005), these 

regulatory and normative pressures function as institutional forces that shape both organizational and individual 

behaviour. 

 

H2a: Ulama influence has a positive effect on subjective norms toward Islamic green investment. 

One of the key determinants shaping subjective norms is the influence of significant referent individuals, such 

as family members, peers, community leaders, and religious scholars (Ajzen, 1991; Ali, 2016). In the context of 

Islamic financial behaviour, religious leaders and scholars play a vital role in shaping perceptions and guiding 

financial decision-making. Gustina (2025)found that the opinions and fatwas issued by ulama significantly 

contribute to the formation of Islamic financial intentions and behaviours, particularly by enhancing public trust 

and adherence to Shariah principles in investment practices. This finding underscores that religious authority 

not only act as sources of doctrinal guidance but also as normative agents that shape social expectations and 

encourage ethical financial conduct aligned with Islamic values. 

In the context of the Maldives, the influence of ulama and religious leaders is particularly salient due to 

the nation’s tightly knit, community-based social structure and high level of religiosity. As a predominantly 

Sunni Muslim society, local scholars (ulama) are widely respected and serve as key opinion leaders in both 

spiritual and socio-economic matters (Ministry of Youth, 2023) 

 

H2b: Social expectations positively influence subjective norms toward Islamic green investment 

Social expectation or social pressure represents one of the central components shaping subjective norms, as it 

reflects individuals’ perceived expectations from important social groups or communities to engage in certain 

behaviours (Ajzen, 1991). Within the TPB, subjective norms capture this social influence by illustrating how 

individuals conform to the perceived approval or disapproval of others in their decision-making processes. 

Several studies have emphasized that social pressure, manifested through family, peers, and societal 

expectations, can significantly affect pro-environmental and ethical financial intentions. For instance, Hemdan 

and Zhang (2024) revealed that subjective norm, as a form of social pressure, has a positive and significant 

impact on individuals’ intention toward green investment, demonstrating that social acceptance and community 

endorsement play a decisive role in encouraging sustainable financial behaviour.  

In the case of the Maldives, where communal ties and social cohesion are deeply embedded in the culture, 

social pressure is a powerful motivator in shaping behavioural norms. Maldivian society is characterized by 
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strong interpersonal networks and a high degree of collectivism, where individuals’ actions are often influenced 

by the opinions and expectations of their close communities and religious leaders (Ministry of Youth, 2023; 

Office of International Religious Freedom, 2022).  

 

H3a: Religiosity has a positive influence on investors’ attitudes toward Islamic green investment. 

Religiosity refers to a system of beliefs and practices related to sacred matters that shape an individual’s 

understanding of human relationships and moral responsibilities. It reflects the degree of one’s commitment to 

religious teachings and principles, which is often demonstrated through attitudes, behaviours, and decision-

making processes (Faisal et al., 2023; Keshminder et al., 2021). Within the framework of Islamic religiosity and 

financial behaviour, Islam places strong emphasis on personal accountability and moral responsibility for every 

action and decision made in this world, with the belief that all deeds will be judged in both this life and the 

hereafter (Sabiq, 1983). 

Empirical studies have consistently demonstrated a significant association between religiosity and 

financial behaviour among Muslims (K. Ali, 2016; Oman et al., 2019; A. Rehman & Shahbaz Shabbir, 2010) 

Theoretically, Muslims are inclined to choose financial products that comply with Islamic principles and ethical 

values (Rehman, 2010). For instance, Ali (2016) found that religiosity serves as a key determinant in shaping 

individuals’ preferences and decision-making when purchasing financial products. Moreover, some empirical 

studies have even found that religiosity as the strongest predictor of intention to invest in Islamic investments 

(A. I. Ahmed & Nizam, 2019; Oman et al., 2019). This underscores that religiosity have a considerable influence 

on individuals’ decisions to engage in Islamic green investments particularly relevant in the context of the 

Maldives, where the population is predominantly Sunni Muslim (Office of International Religious Freedom, 

2022). 

 

H3b: Green knowledge positively influences investors’ attitudes toward Islamic green investment. 

Green knowledge is defined as an individual’s comprehension of environmental concepts, issues, and actions 

that contribute to environmental protection and sustainability (Otto & Pensini, 2017) Based on previous studies, 

green knowledge plays a crucial role in shaping individual behaviour, including sustainable investment 

decisions. Numerous studies have confirmed that action-related environmental knowledge, often referred to as 

green knowledge, is one of the key determinants of pro-environmental behaviour (Crohn & Birnbaum, 2010; 

Otto & Pensini, 2017; Zsóka et al., 2013) 

Empirical evidence from several case studies also demonstrates that environmental knowledge influences 

green purchase intentions both directly and indirectly (Faisal, Gunawan, Cupian, Hayati, Apriliadi, & ..., 2023; 

Haryono, 2021; Indriani et al., 2019; Rahayu et al., 2024). Rahayu (2024) highlights that environmental attitude 

acts as a mediating factor between environmental knowledge and green buying intention, indicating that 

knowledge not only shapes awareness but also strengthens attitudes that lead to environmentally responsible 

behaviour. Similarly, Indriyani (2019) found that while environmental knowledge does not have a significant 

direct effect on consumers’ green purchase intention, attitude fully mediates the relationship between 

environmental knowledge and green financial behaviour.  

Building upon these findings, this study integrates green knowledge as one of the key variables 

influencing intention to invest in Islamic green finance, with attitude serving as a mediating variable. This 

conceptualization aligns with the TPB framework, which has been widely adopted in similar studies to explain 

how knowledge, attitude, and perceived behavioural control jointly shape behavioural intention toward 

sustainable and ethical financial practices. 

 

H3c: Financial literacy positively influences investors’ perceived behavioural control over Islamic green 

investment. 

Financial literacy represents a cornerstone of sound investment decision-making, as it equips individuals with 

the capability to evaluate risks, returns, and product suitability (Lusardi & Mitchell, 2014). According to Kasri 

& Chaerunnisa (2021), awareness and comprehension of Islamic financial instruments, when reinforced by trust 

and religiosity, significantly enhance people to engage Islamic financial products. Moreover, financial literacy 

serves as a vital enabler of green investment participation, where environmental, social, and governance (ESG) 

dimensions are embedded within financial decision-making frameworks. Empirical evidence indicates that 

sustainable finance literacy increases households’ probability of channelling their assets into eco-friendly 
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instruments by reducing the sense of complexity that often hinders green market involvement (Anderson & 

Robinson, 2022; Lusardi & Mitchell, 2014; K. Rehman & Mia, 2024).  

Additionally, Madjid (2023), in his investigation of Indonesia’s MSME engagement with green sukuk, 

revealed that both green knowledge and financial literacy foster favourable investor attitudes toward sustainable 

investment. These attitudes, in turn, mediate the relationship between literacy and investment intention, 

suggesting that financial literacy shapes behaviour by cultivating positive cognitive and emotional evaluations 

of investment opportunities. 

In the Maldivian context, the advancement of financial literacy is particularly vital. Strengthening public 

literacy concerning Islamic and green financial mechanisms, such as ESG reporting standards, product 

structures, and risk management practices, can empower individuals with greater confidence, ultimately 

encouraging broader participation in Islamic green investment initiatives. 

 

H4a: Attitude toward the behaviour positively influences investors’ intention to invest in Islamic green 

financial instruments. 

Within the framework of the TPB, attitude refers to an individual’s overall evaluation of a specific behaviour, 

which may be either favorable or unfavorable (Ajzen, 1991). In the context of pro-environmental behaviour, 

numerous studies have demonstrated that a positive attitude significantly influences individuals’ intentions and 

actions toward sustainable practices such as using eco-friendly products, green hotels, and engaging in green 

investment (Ahn & Kwon, 2020; Chen & Tung, 2014; Ikhsan & Wulandari, 2024). 

Conceptually, investors’ attitudes toward Islamic green finance are shaped by belief that such investments 

generate value not only in financial terms but also in their social and environmental contributions. Empirical 

evidence supports a positive relationship between Environmental, Social, and Governance (ESG) performance 

and corporate financial performance, reinforcing favorable attitudes toward sustainable instruments (Friede et 

al., 2015; Sidharta & Kim, 2024). Furthermore, several determinants such as green values, and religiosity, have 

been identified as essential determinants shaping these attitudes (Hasan & Aziz, 2024; Ikhsan & Wulandari, 

2024; Sadiq et al., 2023; Yadav & Pathak, 2017). 

Additionally, previous studies have consistently shown that attitude serves as one of the strongest 

predictors of investment intention, particularly in Islamic green financial instruments such as the Retail Green 

Sukuk (Akbar et al., 2024; Ikhsan & Wulandari, 2024; Majid & Maulana, 2023). Positive attitudes are often 

influenced by environmental awareness, understanding of Shariah principles, and favorable perceptions of ESG 

performance. Accordingly, fostering positive attitudes through financial literacy programs, public awareness 

campaigns, and sustainable investment education is essential to enhance participation in Islamic green 

investment. 

In the case of the Maldives, despite its growing tourism sector, awareness and engagement in green 

investment remain at an early stage. Strengthening positive attitudes toward Islamic green investment requires 

collaborative efforts among government agencies, Islamic financial institutions, and the private sector to 

expand the availability and accessibility of green financial instruments. Such initiatives can enhance public 

understanding of the economic, social, and spiritual benefits of sustainable investment while attracting both 

local and international investors. 

 

H4b: Subjective norm positively influences investors’ intention to invest in Islamic green financial 

instruments.  

Subjective norm refers to the perceived social pressure an individual experiences to perform or refrain from a 

particular behaviour (Ajzen, 1991). Such pressure often originates from influential sources, including family, 

friends, peers, or even social media networks. In this study, subjective norms are conceptualized as social 

influences exerted by individuals, communities, or religious leaders that shape personal behavioural tendencies, 

particularly in financial decision-making (Hsien-Ming et al., 2022; Ikhsan & Wulandari, 2024; Musa et al., 

2024). 

Within the context of green investment, social influence plays a vital role in shaping these norms. Prior 

studies have demonstrated that subjective norms significantly affect pro-environmental intentions (Fauzi et al., 

2024; J. Wang et al., 2018, 2021). When green investment becomes a socially accepted or desirable behaviour 

within one’s social circle, individuals are more inclined to engage in such practices, including investing in 

green sukuk, ESG-based mutual funds, or social impact bonds.  
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In the Maldives, subjective norms hold significant relevance due to the country’s community-based social 

structure (Hussain, 2025; Office of International Religious Freedom, 2022). The influence of religious scholars, 

community leaders, and social networks connected to the tourism and local economic sectors plays a major role 

in shaping individuals’ perspectives and financial decisions. 

 

H4c: Perceived behavioural control positively influences investors’ intention to invest in Islamic green 

financial instruments. 

Perceived Behavioural Control (PBC) refers to an individual’s perception of the ease or difficulty in performing 

a particular behaviour, reflecting the extent to which a person feels in control over that behaviour (Ajzen, 1991). 

In this context, PBC describes how confident individuals feel in their ability to invest in green financial 

instruments. Factors such as access to information, digital infrastructure, and technological capability play a 

crucial role in shaping this perceived control, related to Islamic green investment (Akhtar et al., 2023; Ambreen 

& Sultana, 2023). 

Several studies have confirmed that PBC significantly predicts green behaviour, including the intention 

to invest in sustainable financial instruments (Han, 2015; Wang et al., 2018; Yadav & Pathak, 2017). Moreover, 

Kostadinova (2016) found that technological literacy and perceived consumer effectiveness (PCE) strengthen 

investors’ belief that their financial decisions can make a meaningful difference. When individuals feel 

confident in their knowledge, access to green financial products, and capacity to manage risks, their investment 

intention is likely to increase. 

In the case of the Maldives, improving digital access and financial literacy is vital to enhancing perceived 

behavioural control toward Islamic green investment (Ali, 2014). Strengthening digital financial infrastructure 

and empowering Islamic financial institutions can build greater confidence among Maldivians to engage in 

Islamic green investments. 
 

Research Implications and Future Research Agenda 

The study highlights the need for a coordinated stakeholder-driven strategy to accelerate the development of 

Islamic green finance in the Maldives. From a regulatory perspective, authorities may prioritize the 

establishment of preferential listing requirements for Shariah-compliant green sukuk, streamlined approval 

procedures for Islamic ESG instruments, and standardized Shariah-aligned sustainability disclosure 

frameworks to enhance public participation toward Islamic green finance. Government intervention remains 

essential through fiscal incentives for Islamic green investments, green project guarantee mechanisms, and the 

integration of sustainable finance objectives into national economic planning. At the corporate level, firms 

require clearer operational guidance on accessing Islamic green financing, including ESG reporting readiness, 

sustainable project structuring, and Shariah-compliant financing models. 

Islamic financial institutions also play a critical role in expanding market participation by developing 

inclusive retail-oriented products such as low-entry Islamic ESG mutual funds, digital investment platforms, 

and investor education initiatives grounded in maqasid al-shariah. Collaborative engagement among 

regulators, financial institutions, technology platforms, and religious authorities is equally important to address 

key retail investor constraints, particularly limited financial literacy, weak environmental awareness, and low 

investment participation (Alam et al., 2023; Faisal at al., 2023; Fitrah & Soemitra, 2022). The involvement of 

religious leaders and technology-enabled outreach mechanisms may further strengthen public trust and 

behavioral adoption of Islamic green investments. 

Implementation should follow a phased roadmap. The short-term phase (0-12 months) should focus on 

regulatory groundwork, institutional coordination, and nationwide Islamic green finance literacy initiatives. 

The medium-term phase (6-18 months) may emphasize product innovation, institutional capacity enhancement, 

and pilot issuances of Islamic green instruments. Long-term development requires structural integration of 

Islamic green finance within the national financial architecture and the establishment of a liquid secondary 

market. However, implementation risks remain, including small market size, scarcity of Shariah experts with 

ESG competence, limited investor awareness, and competition from conventional finance. Accordingly, 

framework effectiveness should be evaluated, such as green sukuk issuance frequency, retail investor 

participation, Islamic green investment volume, and the number of financed sustainable projects (Akhtar et al., 

2023; V. Ali, 2014; Keshminder et al., 2021). 

Academically, this study provides a foundation for a structured research agenda on Islamic green finance 



 
       Journal of Islamic Finance Vol. 15 No. 1 (2026) 144-161    

156 

 

adoption in small island economies. Future research may prioritize more specific aspects, such as: (1) 

examining religiosity as a behavioral driver of Islamic green investment intention; (2) evaluating the 

effectiveness of policy support mechanisms in facilitating adoption; (3) assessing the influence of institutional 

authority and trust formation; (4) investigating the role of Shariah-based ESG literacy in shaping investor 

behavior; and (5) exploring institutional readiness to operationalize sustainability through maqasid al-shariah 

principles. Given the limited empirical evidence in the Maldivian context, future studies are essential to inform 

evidence-based regulation and policy formulation. 

Future research should employ diverse approaches, including SEM-based quantitative testing, exploratory 

qualitative inquiry, and mixed-method designs to strengthen theoretical validation. Construct operationalization 

requires careful adaptation of established scales measuring Islamic religiosity, environmental concern, trust, 

policy support, and investment intention, alongside the development of context-sensitive instruments suitable 

for small-population environments. A progressive research program may begin with expert validation and 

Delphi studies, followed by cross-sectional empirical testing, longitudinal behavioral analysis, and comparative 

international investigations should be explicitly addressed to enhance methodological rigor and external 

validity. 

 

6. Conclusion and Recommendation   

The study proposes an integrated conceptual framework explaining retail investor intention toward Islamic 

green finance investment by combining the TPB and institutional theory within the context of the Maldives. 

The framework positions the TPB constructs—attitude, subjective norms, and perceived behavioral control 

(PBC)—as both primary predictors and mediating mechanisms that translate institutional pressures and 

cognitive factors into investment intention. Normative institutional forces, such as social expectations and 

religious authority, shape subjective norms; cognitive factors, including religiosity, green knowledge, and 

financial literacy, influence attitude formation; while regulatory legitimacy, reflected through green policies 

and Shariah compliance assurance, strengthens perceived behavioral control and directly enhances investor 

intention. The integration of these perspectives provides policymakers and stakeholders with a clearer 

analytical structure for mapping effective strategies to increase retail investor participation in the Islamic green 

capital market in the Maldives. 

 From a theoretical perspective, this study contributes by demonstrating how institutional structures function 

as upstream determinants of TPB mechanisms, thereby bridging micro-level behavioral theory and macro-level 

institutional theory. The framework explains the causal pathway through which institutional legitimacy and 

socio-religious environments influence individual behavioral intention. Furthermore, the study extends the TPB 

into the Islamic finance context by incorporating specific elements—such as religiosity, Shariah governance, 

and ulama influence—as behavioral determinants that remain underexplored in sustainable finance literature. 

Finally, the framework advances Islamic green finance research by integrating sustainability behavior, Islamic 

ethical finance principles, and climate finance perspectives into a unified behavioral model focused on retail 

investors, an area that has previously been dominated by institutional, regulatory, or policy-oriented analyses. 

Despite these contributions, several limitations should be acknowledged. First, the conceptual framework 

primarily emphasizes retail investor behavior and may not fully capture the dynamics influencing institutional 

or corporate investors. Second, the model assumes relatively stable institutional and regulatory environments, 

which may not entirely reflect evolving policy conditions, market maturity, or implementation challenges faced 

in practice. Third, the proposed framework remains conceptual and therefore requires empirical testing to 

validate the strength, direction, and mediating roles of the proposed relationships among variables. Empirical 

studies using survey-based structural modeling or mixed-method approaches are necessary to examine how 

institutional and behavioral factors interact in real investment settings. In addition, cultural and religious 

influences embedded within the framework may limit its generalizability to non-Islamic financial systems or 

countries with different socio-religious characteristics. 
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