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Hyung-Jun Kim ¢ Bambang Hudayana

What Makes Islamic Microfinance Islamic?
A Case of Indonesia’s Bayt al-Mal wa al-Tamwil

Abstract: This article highlights the weaknesses in the formalistic approach
to Islamic finance which deals mainly with shariah compliance. This research
examines religious elements that consist in the operations of the Indonesian
Islamic microfinance institution by criticizing it for the costs of transactions, the
composition of contracts, and the procedures for muribapah (working capital
[finance). Acknowledging that shariah principles were compromised to some
extent, the BMT's employees did not question the Islamic character and identity
of the BMT. Highlighting their commitments to improving the economic
conditions of the Muslim community, active involvement in charity and socio-
religious works, business practices caring for the unfortunate people, and their
Islamic networks, the employees believe that the BMT has implemented Islamic
values. For them, Islamic finance is not only attributed to sharia compliance,
but it must also contain a wide range of religious tendencies and practices. By
stressing the importance of the aspirations and commitments of Muslim activists,
this paper widens the discussion of how to vitalize Islamic finance.

Keywords: Indonesia, Bayt al-Mal wa al-Tamwil, Islamic Economy,
Islamic Microfinance Institution, Shariah Compliance.
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32 Hyung-Jun Kim & Bambang Hudayana

Abstrak: Artikel ini menyoroti kelemahan dalam pendekatan formalistik keuangan
Islam terutama terkait dengan kepatuban syariah. Riset ini mengulas unsur-
unsur keagamaan yang terdapat dalam operasional lembaga keuangan mikro
syariah di Indonesia dengan mengkritisinya dalam hal biaya transaksi, komposisi
kontrak, dan prosedur muribahah. Mengakui babwa prinsip-prinsip syariah
dikompromikan sampai batas tertentu, karyawan BMT tidak mempertanyakan
karakter dan identitas keislaman BMT. Menyoroti komitmen mereka untuk
meningkatkan kondisi ekonomi masyarakar Muslim, keterlibatan aksif mereka
dalam kegiatan amal dan sosial-keagamaan, praktik bisnis mereka yang peduli
pada yang lemabh, dan jaringan Islam mereka, para karyawan meyakini operasional
BMT menerapkan nilai-nilai Islami. Bagi mereka, apa yang membuat keuangan
Islam menjadi [slami tidak hanya mencakup kepatuban terbadap syariah tetapi
Juga dalam hal kecenderungan dan praktik keagamaan. Dengan menckankan
pentingnya aspirasi dan komitmen para aktivis Muslim, artikel ini memperluas
diskusi tentang bagaimana menggairahkan keuangan Islam.

Kata kunci: Indonesia, Bayt al-Mal wa al-Tamwil, Ekonomi Islam,
Lembaga Keuangan Mikro Islam, Kepatuhan Syariah.
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What Makes Islamic Microfinance Islamic? 33

ne of the issues that attracted the attention of Indonesian
O Muslims in the 1980s was finance (Choiruzzad 2013;

Rahardjo 1988). Financial transactions without interest were
seen as a key to achieving the “Islamization of everyday life” (Kim
2007, 83-109) that Muslim activists of that time dreamed of. After
the amendment to the Banking Act in 1992 permitting contracts based
on profit and loss sharing, Islamic finance became an unquestionable
reality. Islamic banks were established, and existing commercial banks
launched sales departments dedicated to Islamic transactions.

Operating without government permission, the credit unions
(Koperasi  Simpan  Pinjam) were also transformed into Islamic
institutions, commonly called Bayt al-Mal wa al-Tamwil (BMT).!
In Arabic, bayt means house, mdil means wealth, and tamwil means
business and finance. Combined, the name summarizes two functions
of BMT. One is to serve as a socio-religious institution for collecting
and distributing zakdh and donations, while the other is to serve as a
financial institution for supporting economic activities. It is estimated
that the number of BMTs, which started in single digits in 1992, had
increased to 300 by the mid-1990s, 2,000 by the late 1990s, and 3,000
by the mid-2000s (Lubis 2004, 106; Riwajanti 2013, 115; Sakai 2008,
267). This rapid pace of increase has slackened, but a certain degree
of growth continued in the 2010s, with the number of BMTs being
projected as between 3,500 and 5,000 (Fadil 2016; Setiaji 2019).

Successful entry into the microfinance market has been accompanied
by positive appraisals. BMT has been evaluated as the most effective
informal financial institution that can address Muslims’ economic
helplessness (Adnan, Widarjono, and Anto 2003, 14; Antonio 2008,
257). BMT is also perceived as having been more resilient to the
economic crisis of the late 1990s and the 2008 financial crisis than
conventional financial institutions (Effendi 2013, 12; Sakti 2013, 7).
By delivering services to low-income Muslims who were unable to
access financial institutions, BMT is assessed as having made significant
contributions to income growth, job creation, and poverty reduction
(Adnan and Ajija 2015, 178; Effendi 2013, 59).

The successful operation of BMT has been attributed to Muslims’
rising awareness of the importance of economic issues and Muslim
activists dedication and cooperation (Chokro and Ismail 2008, 23;
Lubis 2004, 91). BMT’s community-based operations, simple and fast
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34 Hyung-Jun Kim & Bambang Hudayana

transactions, and pursuit of autonomy and self-sufficiency have also
been pinpointed as strengths (Ascarya, Rahmawati, and Tanjung 2015,
81; Riwajanti 2013, 110-11).

BMT has not always been appraised positively. Noting that a large
number of BMTs were in technical bankruptcy, Seibel and Agung
presented a gloomy projection that the savings of depositors are at great
risk, but no remedy is in sight. The lack of government supervision and
external audit, among other factors, has been singled out as an obstacle
that is hard to overcome (Seibel and Dwi Agung 2006, 31, 40). High
transaction costs, a shortage of human resources with managerial know-
how, constraints of external funding, the lack of a deposit protection
scheme, and intense competition in the microfinance sector have been
identified as barriers to growth (Sakti 2013, 14; Wulandari and Kassim
2016).

Criticisms of BMT have also been raised from a religious angle. It
has been suggested that the original goal of the economic empowerment
of Muslims is neglected by BMT, which, in pursuit of profits, tends to
make transactions with those who are capable of making deposits and
paying back financing rather than those who belong to the poorest
of the poor (Choiruzzad 2013, 168; Riwajanti 2013, 130). The high
proportion of muribapah, a contract based on the margin between the
purchasing and selling price of a commodity, and the low proportion
of mudarabah and mushdrakah, which are profit-sharing contracts, have
been the basis for the criticism that BMT prioritizes convenience and
profit (Saced 2004, 120-23). Muribapakh’s compliance with shariah
has also been a matter of debate. The common practices of muribahah
transactions, in which cash is delivered to clients and a fixed margin
is charged by BMT irrespective of the goods, are viewed as deviating
from Islamic principles (Kholis 2008, 165-66). It is proposed that
these procedural compromises “do not satisfy the general rules of trade
prescribed in shariah and the specific rules required for murabahah.”
(Ngasifudin and Fauziah 2017, 118).

The financial and managerial problems of BMT are liable to different
interpretations. The absence of external supervision can be interpreted as
a factor enhancing BMT’s spontaneity and autonomy, and intensifying
competition can be seen as promoting a business environment for
improving BMT’s efficiency (Nazirwan 2015, 191). By contrast, the

religious criticisms are poignant in that these are related directly to the
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What Makes Islamic Microfinance Islamic? 35

raison d’étre and identity of BMT. However, despite the significance of
these religious factors, too much emphasis on the question of whether or
not the modes of doing business in BMT are compliant with shariah may
hinder efforts to understand BMT. This is because BMT’s operations
cannot be reduced to contracts but incorporate diverse religious aspects.
BMT’s identity as an Islamic institution consists of, in addition to
contracting methods, religious values, practices, and resources that
permeate its operations, and thus the discussion of shariah compliance
alone cannot provide a holistic understanding of BMT’s condition.

This paper explores religious elements that are incorporated into
BMT’s operations and are appropriated to define BMT as an Islamic
financial institution. It is argued that BMT’s Islamic identity is not
limited to contracts but includes the desires and efforts of BMT
activists to realize religious goals as well as the Muslim networks they
rely on. By demonstrating what makes BMT Islamic is not restricted
to contracts, this research highlights the weaknesses in the formalistic
approach to Islamic finance (al-Amine 2008; Obiyathulla Ismath and
Abbas Mirakhor 2013; Rosly 2005), which deals mainly with shariah
compliance. In addition, by stressing the importance of the aspirations
and commitment of Muslim activists, this paper widens the discussion
of how to vitalize Islamic finance.

The main object of this study is BMT Untung, a microfinance
institution located in Yogyakarta, Central Java, Indonesia.* As a single
BMT is selected for the analysis, it is difficult to apply the results directly
to Indonesian BMTs in general. In spite of this limitation, as not many
in-depth case studies have been undertaken, this research helps to provide
insights into how BMT is managed at the local level and what religious
elements are involved in its operations. This study provides comparative
data to examine the condition of Indonesian BMTs, which, from their
inception, have been in constant interactions at the local and regional
level (Antonio 2008, 261; Chokro and Ismail 2008, 23).

Two periods of field research for the study were conducted over
two weeks in January and July 2019. In the first field study, interviews
were undertaken mainly with 10 BMT employees and 10 ordinary
Muslims, while in the second period of fieldwork, interviews were held
mainly with 10 traders in local markets. Several visits were made to the
BMT headquarters and branches as well as local markets to observe the
process of transactions between the BMT and its clients.

Studia Islamitka, Vol. 29, No. 1, 2022 DOI: 10.36712/sdi.v29i1.17862



36 Hyung-Jun Kim & Bambang Hudayana

The Development of BMT in Indonesia

Bina Insan Kamil announced the launch of an Islamic credit union in
Jakarta in 1992. The BMT, beginning with Rp 4.7 million (US$1,880)
in capital, attracted deposits of Rp 400 million in 30 months (Antonio
2008, 256). This success story provided Muslim activists with confidence
in the feasibility of BMT, and Islamic organizations such as P3UK,
Pinbuk, and Dompet Dhurfa accelerated its public dissemination by
hosting financial training courses (Choiruzzad 2013, 145-46).

One of the key groups that initiated the move to establish BMT
consisted of young activists who headed Islamic missionary works
on university campuses. They supported the Islamic economy,
not capitalism or socialism, as a system to protect the poor and
the underprivileged, overcome economic inequality, and secure
socioeconomic fairness (Antonio 2008, 253—54; Choiruzzad 2013,
136-38). For them, BMT was a medium to apply the ideals of
Islamization to the economic realm.

The fact that BMT was steered by young activists had important
impacts on its future development. Above all, as they lived in cities,
many BMTs were based in urban areas and selected local markets as
their main sites of business (Nazirwan 2015, 207; Seibel and Dwi Agung
2006, 25-26). Compared to the state-subsidized credit unions that
were mainly targeted at the rural population (Robinson 2002), BMT
could make an important contribution to the spread of microfinance to
small and medium-sized businesses in cities.

BMTs usually consisted of key activists and a small group of supporters
(Kholim 2004, 80; Sakai 2008, 276). Armed with religious enthusiasm
and devotion, the activists supplied cheap labor to cope with the insecure
conditions of the early days when sufficient capital and profits had not
been accumulated. The supporters linked to the activists through mosques
and religious organizations offered emotional and religious support and
helped to expand BMT’s lending capacity by raising capital and making
deposits. They also played a key role in building the public trust that was
essential to BMT’s operations (Nazirwan 2015, 177). In the absence of a
deposit protection scheme, their personal networks served to ensure the
confidence that deposits would be safely returned.

Asacooperative, BMT pursued financial self-sufficiency. This is a unique
feature, contrasting with the microfinance model that relies on external
funds from governments and international donors (Kaleem and Ahmed
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What Makes Islamic Microfinance Islamic? 37

2010, 411-12).? Financial independence could be attained through profits
large enough to satisfy operating expenses and compensations for deposits.
Operating costs could be covered to some extent by the dedication of
activists and their supporters, but compensations for deposits were only
payable through profits generated from financing.

As a latecomer to the microfinance sector, BMT had to attract
deposits in the existing financial environment. Because the interest
rates of non-banking financial institutions were much higher than
those of banks, correspondingly high rewards had to be promised to
depositors by BMT, which, in the absence of other sources of profits,
could not help but resort to high mark-ups on financing. This seemingly
intractable problem was able to be solved due to private money lenders
dominating the loan market for small trades and businesses.

Money lenders provided a favorable business environment for BMT
in two ways. On the one hand, the high interest rates charged by them
and their coercive actions against delinquents (Nugroho 2001, 161—
70) strengthened the motivation of BMT activists to carry out their
operations. On the other hand, their high interest rates could justify
the high mark-up on muribapah financing. By charging a margin that
was higher than banks but lower than money lenders,” BMT’s profit-
seeking activities could be perceived to be harmonious with BMT’s
goal of assisting Muslims in need.

By entering into the microfinance market, the activists were
required to convert BMT into a financially sustainable institution,
a task that was not easily achieved. Some studies have observed that
many registered BMTs were not actually operating but had closed
down (Imaniyati 2005, 515-16; Sakti 2013, 7) . There was also news
of demonstrations of clients who could not get their deposits back
(Effendi 2013, 55).

While not all BMTs have grown successfully, many have reached
a stable stage by transforming religious passion into financial
sustainability. The steady increase in the number of BMTs partially
illustrates this.’> The emergence of BMTs accumulating massive assets
in the 2010s should also be taken into account. In 2017, there were
four BMTs with assets of more than Rp 500 billion (US$35.9 million)®
and approximately 10 with more than Rp 100 billion (Muchtar et
al. 2017).7 Surveys of 384 BMTs in 2011 and 122 BMTs in 2015
reported that 37.5% and 37%, respectively, of the BMTs had been in
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38  Hyung-Jun Kim & Bambang Hudayana

business for more than 10 years (Ascarya, Rahmawati, and Tanjung
2015, 63; Sakti 2013, 7). As operating period and asset expansion
are related (Ascarya, Rahmawati, and Tanjung 2015, 63), the data
indicate that successful maintenance and expansion of business were
not exceptions and that in the 2010s, the position of BMT in the
Indonesian microfinance sector solidified.

Overview of the BMT under Study

BMT Untung is an Islamic credit union in Yogyakarta, Central
Java. Young mosque activists who had participated in the Islamic
finance workshop in 1995 initiated its establishment. They considered
improving the economic condition of Muslims as a prerequisite for
the spread of Islam and selected BMT as a means to realize this goal.
The BMT started business in 1996, with 31 founding members, five
employees,® and capital of Rp 12,700,000 (US$5,570).°

BMT Untung was able to quickly settle into the microfinance market.
Its assets, which were Rp 80 million in 1997, increased to Rp 100 million
in the following year, Rp 1 billion in 2003, Rp 10 billion in 2008, and
Rp 96.9 billion (US$6.8 million) in 2018, exhibiting an average annual
growth of 44% between 1997 and 2018. Nearly twenty years after its
foundation, BMT Untung has transformed itself into a medium-sized
microfinance institution with 10 branches and more than 30,000 clients.

Figure 1. Asset increase in BMT Untung (billion rupiah)
Source: Annual Reports of BMT Untung (each year)
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What Makes Islamic Microfinance Islamic? 39

The BMT offers seven financing products, whose size as a proportion
of the total differs markedly. In 2018, muribahpah accounted for an
overwhelming 60.9% of the total, followed by hiwalah (27.1%) and
ijarah (9.7%). The rest were insignificant, with musharakah at 2.0%,
al-qard at 0.3%, muddrabah at 0.03%, and al-rahn at 0%. The clients’
fields of business consisted primarily of trading (68%) and services
(20%), with other clients in livestock (2%), agriculture (2%), crafts
(2%), small industries (2%) and others (2%). The BMT’s operations
depend primarily on small financing to small and medium-sized
businesses. Sales are mainly undertaken in the form of jempur bola,
where BMT staff visit clients to collect deposits and payments.

The capital of BMT Untung has grown steadily, as shown in
Table 1 below. The capital, which was Rp 12 million at the time of
the establishment, increased by 39.9% per annum, reaching Rp 312
million in 2007 and Rp 7.6 billion (US$0.53 million) in 2018. The
net profit growth was faster, with an average annual growth of 57.3%
between 1997 and 2018. Just a million rupiah of net profit in 1997
increased to Rp 97 million in 2007, Rp 1 billion in 2017, and Rp 1.3
billion (US$0.09 million) in 2018. Despite Indonesia’s economic crisis
shortly after its foundation and an earthquake hitting the business areas
in 2006, the BMT has not recorded a loss for the past two decades.
This outstanding performance can be ascribed, among other factors, to
its capacity to control bad debts, which have sometimes exceeded 10%
but have generally been kept around 3%. This corresponds to the level
recommended for the Indonesian microfinance industry (Kementerian

Koperasi dan UKM 2007, 20).
Table 1. Growth in capital and net profit of BMT Untung

(million rupiah)

1997 2002 2007 2012 2017 2018
Capital 20.2 44.8 312.1| 2,562.9| 6,731.6| 7,671.6
Net Profit 1.9 12.1 97.8 410.9| 1,087.4| 1,393.4

Source: Annual Reports of BMT Untung (each year)

In addition to stable growth in businesss, BMT Untung has
successfully expanded its role as bayt al-mal. Funds for mal activities,
which amounted to approximately Rp 10 million in 2000, soared to
Rp 100 million in 2010, Rp 340 million in 2015, and Rp 2.4 billion
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40 Hyung-Jun Kim & Bambang Hudayana

in 2018 (US$0.17 million). The sharp increase between 2015 and
2018 was attributable to donations for the construction of an Islamic
boarding school, but even without this one-off case, the budget for
socio-religious works grew steadily in the 2010s.

Quantitative data demonstrate that BMT Untung has successfully
performed its two functions: business and charity. Of particular note
is that the BMT’s goal of self-sufficiency has been realized to a certain
extent in recent years. In 2018, the proportion of deposit-related
liabilities reached 91.5% of the total, bringing it closer to being an
operation that relies on self-generated funds.

Criticisms of BMT and Responses from Within
Criticisms of BMT

Dealing mainly with small businesses and relying solely on Islamic
contracts, BMT appeared to be favorably received by the Muslim
public. However, 10 informants who did not have transactions with
BMT remained critical of it.'"” An office worker suggested that BMT
was religious only superficially. He based his argument on the high costs
of financing, saying “BMT says it is shariah, but it’s hard to say it is
Islamic if transaction costs are not different from those in conventional
banks with interest.” When evaluating BMT, the informants were
concerned at the costs of financing, the composition of contracts, and
the procedures for muribapah.

The high cost of financing was a key factor in forging negative
perceptions towards BMT. This was because all the informants had
experience of inquiring into the costs of financing with BMT and, at
the same time, retained the somewhat “naive” view that interest-free
should mean a low cost of financing. They insisted that, compared to
the interest rates of banks which were around 10% per annum,’ the
financing costs in BMT exceeding 20% per annum signified its failure
to realize the goal of Islamic finance.

A university lecturer noticed that deposit and financing in BMT
were interconnected. In order to offer a high level of remuneration for
deposits, the financing costs should also be set high, reversing the role
of BMT as a broker of funds. Wealth flows from the poor to the rich,
as BMT delivers the money paid by its borrowers to its depositors.
Regardless of its logical adequacy, this mode of reasoning gave birth to
the criticism that BMT was not playing its part properly. The high costs
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were seen to indicate that shariah was employed only as “packaging,”
while, in reality, BMT was not different from conventional financial
institutions.

The interviewees with a better understanding of Islamic finance
questioned the high proportion of muribahah in BMT’s contracts.
They maintained that the distinctive feature of Islamic finance is
profit and loss sharing, where financial institutions and clients take
equal responsibility. The contracts in harmony with this principle are
muddrabah and mushirakah, whereas, in murabahah, obligations and
responsibilities are imposed mainly on borrowers. The fact that BMT’s
sales were heavily dependent on muribapah was interpreted to reveal
that it did not fulfill the original goal of empowering the poor.

The interviewees who had experienced transactions with BMT or
had been exposed to academic discourse on Islamic finance added the
procedures in muribahah to their criticism. In order for muribahah o
be implemented in compliance with shariah, they argued that BMT
has to purchase and hold goods and then sell them with a mark-up to
clients. However, what happened frequently was that BMT supplied
cash to clients and allowed them to purchase goods, a procedure that
does not adhere to shariah.

Transactions without interest indicate that Islamic principles are
observed by BMT. For the informants, however, the costs of financing,
which were two to three times higher than those of banks, the limited
application of profit and loss sharing contracts, and muribapah
procedures that do not strictly observe shariah demonstrated that BMT
did not properly realize the spirit and principles of Islamic finance.
This was supposed to be caused by BMT’s orientation to profit-seeking,
which made it difficult to distinguish BMT from conventional financial
institutions.

Responses of the BMT to the Criticisms

The manager of BMT Untung, Surono, was aware of the negative
evaluations of BMT. He accepted the criticism of the high costs of
financing, acknowledging that the BMT charges far higher than banks.
At the same time, he commented that the BMT’s business environment
was markedly dissimilar to that of banks and that the BMT’s main
competitors were those in the microfinance sector where the costs of

funding were high.
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Talking about the costs of financing, the staff of BMT Untung
tended to compare the BMT with money lenders (known as rentenir
and bank plecit). It was proposed that before the 2010s, when the
growth of the BMT was not remarkable, small traders and business
owners depended heavily on money lenders. The expansion of the
BMT was able to reduce the dependency on them, lowering the interest
rates they enforced. The staff asserted that the BMT’s role in improving
the economic condition of small businesses should be appreciated in
this context.

The manager Surono and other staff agreed on the overwhelming
share of muribahah in BMT contracts, adding that this was an issue
that had been discussed intensively since the BMT’s establishment. For
example, the 2002 annual report assessed the overuse of muribapah in
a reflexive and even provocative manner:

Among the financing products, muribapah accounts for the largest share.
This is because clients do not need to calculate their profits, in addition
to the simplicity of procedures. In this sense, it is not proper to say this
product is Islamic.

BMT Untung planned to reduce the portion of muribapah. The
2003 report set out the goal of increasing mudirabah and musharakah
contracts to 25% of the total loans outstanding. Contrary to this plan,
however, the share of mudirabah and mushdrakah changed only a litde,
from 4.9% in 2003 to 5% in 2004. In response, the BMT attempted
to organize groups of people in specific businesses, providing them
with financial assistance and capacity-building programs. A notable
example was the “farmers group (kelompok tani) program” initiated in
the late 2000s, when the BMT obtained government funds to support
group lending. Despite this favorable condition, the BMT was able to
organize only one group and had to return unused funds. Susilo, an
associate manager, described the difficulties of signing mudarabah and
mushdrakah contracts in the following manner:'

This is because clients want clear deals. When offered a mudarabah product,

they do not want to accept it. . . . What they want is a clearly defined

deal. Accordingly, they want a fixed contract, such as buying, selling, and

renting at a fixed rate. . . . From uncertain contracts, they instantly sense
high risk, and they feel they are out of control.

Susilo explained that unfamiliarity was the primary obstacle to
expanding profit-sharing contracts. The clients felt uneasy about and at
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risk from contracts that differed from conventional ones. The inability
of small business owners to calculate and report the profit and loss of
their businesses was also identified as a barrier. By highlighting that
profit-sharing agreements were not easily accepted by clients, Susilo
sought to escape from the criticism that the weight of muribapah was
excessive.

The manager Surono was receptive to the opinion that muribahah
contracts did not operate strictly in compliance with shariah. He
admitted that the principle that goods should be purchased by the
BMT could not be easily complied with. At the same time, he stressed
that the main clients of muribahah contracts were market traders who
knew what to do and when to buy the best.'?

In response to the criticisms, the BMT staff took a passive stance,
acknowledging that shariah principles were compromised to some
extent. This allows us to raise the argument that the BMT does not fully
realize the principles and spirit of Islamic finance, as was proposed by the
informants in the previous section. If this criticism is taken to an extreme,
it could be concluded that the Islamic character of the BMT is restricted
to the formal dimension of contracts, namely being interest-free.

Asked the straightforward question of whether the BMT was
Islamic only in appearance, the BMT staff reacted differently from
the above-mentioned passivity. They argued that a few operational
problems could not make BMT non-Islamic. Although it had some
weaknesses, they maintained that the BMT was an institution for
realizing Islamic values and that its religious identity and character
could not be denied. To support their argument, they enumerated
several aspects related to the establishment, growth, and operations
of the BMT. In the next section, several key factors that allow the
BMT’s employees to be sure of its identity as an Islamic microfinance
institution will be investigated.

The Islamic Character of the BMT: Insiders’ Perspectives
Goals of the BMT: Realization of Islamic Values

Surono has been the manager in charge of the BMT’s operations
since its establishment, and many other founding members have also
continued to support the BMT’s activities. In 2014-2018, one out
of three board members and one out of three auditors were original
members. Because of this continuity, the background of the BMT’s
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foundation was repeated by the staff, who wanted to underline that its
original motivations and goals had been transmitted to this day.

BMT Untungs history began in 1995 with a microfinance workshop
held by an Islamic organization, Pinbuk. Activists who attended it and
recognized the potential of BMT led the foundation. They described
the establishment of BMT as a missionary activity (da wah), a view that
was formulated against existing missionary practices.

Missions to date have meant things that are undertaken in words, based on

religious rhetoric and the ability to use linguistic expressions. As a result,

Muslims became ignorant. Previous missions did not address the key issue

that was faced by Muslims. The fundamental problem they face cannot be
solved by words alone.

According to the activists who headed BMT, the major problem
facing Muslims was economic helplessness. Restricted access to financial
services forced Muslim small businesses to rely on money lenders and
to use interest, which is banned in Islam. Those who thought it was
a great mistake and a religious sin to leave this economic helplessness
intact hoped for a new financial system. It was believed that BMT
could support fair economic activity in line with shariah, benefiting
both depositors and borrowers. Through BMT, the Muslim public was
expected to secure religious stability as well as economic progress.

The equation of BMT with missionary activity has been constantly
emphasized in the BMT’s formal and informal discourses. The BMT’s
ideal, set forth in the bylaws, is to be a healthy and excellent shariah
financial institution that helps the Muslim community gain power. The
objectives of the BMT are prescribed as follows: (1) to adopt shariah
values for common well-being, (2) to provide the best service in shariah
microfinance, and (3) to actualize a life in harmony with Islam.

The ideologies of BMT Untung are full of religious expressions.
Working at the BMT is described as religious activity (%bddah) and
missionary work (da‘wah) to help the Muslim community (ummabh),
and the BMT staff are defined as missionaries (44 %) who are responsible
for Muslims’ economic life. To this end, the staff are required to carry out
prayers, read the Scriptures, and work in the hope of sharing the grace of
Allah with all. The emphasis on Islam helps the staff to be conscious of
the religious implications of their work. A staff member who compared
the BMT with other financial institutions unintentionally expressed
the importance of the BMT’s religious mission as follows:
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I have worked at the BMT only for three years, but . . . to my knowledge,
I trust financial transactions based on Islamic shariah. Not long ago, I was
offered a position by a private bank, but I didn’t accept it because it does
not satisfy Islamic shariah. . . . I chose the BMT for work because I firmly
believe in the benefits of shariah.

Referring to shariah as a reason for rejecting a better-paid job, the
staff member expressed faith and pride in the BMT. The conversations
with the staff revealed that they viewed the BMT as an institution to
improve the economic condition of the Muslim community and saw
themselves as missionaries committed to undertaking this duty. This
suggests that the vision of the founding activists has been successfully
communicated to the employees. The inscription of Islamic values in
the corporate culture, along with Islamic contracts, has served as a
major component of the BMT’s Islamic identity.

The Operation of Bayt al-Mal

Since its inception, BMT Untung has identified socio-religious
works as its major activity. However, for a considerable time after the
establishment, staff were not assigned to 74/ and budgets were limited.
As charity and socio-religious works were funded solely by zakih
from salaries and part of the profits, the budget for mal in 2001 was
approximately Rp 8 million (US$900), or 1.6% of the total capital.
As its business sector grew, the BMT, seeking new resources for mal,
decided to impose compulsory donations at the close of deposits and
financing. Although a burden for both depositors and borrowers, the
modification was received without opposition.

After mandating contributions to deposits and financing, the
revenue for charity and socio-religious works increased steadily,
reaching over Rp 420 million (US$31,000) in 2015. The increasing
budget diversified the socio-religious activities. From the early days to
the late 2000s, the main programs included funding the productive
sector, scholarships, and health care projects as well as donating
directly to the poor. After 2010, new programs were initiated to
assist sermons, religious schools, and mosques, as well as to dispatch
missionaries to remote areas. Recently, the BMT implemented a
plan to build an Islamic boarding school, which drew an enthusiastic
response, with the budget soaring to Rp 2.3 billion (US$164,000) in
2018. The expanding socio-religious activities were the pride of the
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staff and were often mentioned in the interviews. Assistant manager
Susilo expressed his keen interest during and after the interview with
us:
As the topic of the interview shifted to socio-religious works, Susilo’s face
became brighter. He spoke of a recent ambulance donation, showing
photos of the event saved on the phone. The conversation soon moved to
the boarding school that was opened in a building still under construction.
He enumerated one by one who the students were and how they were
recruited, adding the stories of the campaign to collect donations for the
school and of the process of construction. His pride in the BMT’s socio-
religious works was expressed once again after the interview when he sent
several photos via social media featuring a student and a soldier standing
together. He explained that the boarding school student who was going
to graduate from high school had entered the military through a special
employment scheme. Stressing that only a few could get a job so quickly,

he did not hide his affection for the boarding school.
In the 2010s when the financial stability of the BMT had been

secured to some extent, the importance of socio-religious works was
highlighted. The BMT assigned a staff member dedicated to bayr al-
mal, making it clear that charity and socio-religious works were not
ancillary to business activities. As the central function of BMT, charity-
related activities were considered to demonstrate that the BMT made
the utmost effort to achieve the goals of improving Muslims™ social
conditions and spreading Islam.

Religious Values in the BMT’s Operations

In addition to Islamic contracts, the BMT staff designated
some of their operational practices as Islamic. The most frequently
mentioned was the way of dealing with bad debts. The delinquency
rate of BMT Untung, which remains around 3%, corresponds to
the level recommended for microfinance institutions, but overdue
payment was treated as the most serious threat determining the BMT’s
survival. The method for managing bad debts was called a “family
approach” (pendekatan kekeluargaan) and was regarded as the key
element differentiating the BMT from money lenders and non-Islamic
microfinance institutions. The core of this approach is mushawarah, a
practice of consulting with overdue clients to look for the best way to
resolve the problem through debt rebalancing. Paryanto, a member of

the field staff, explained how to deal with bad debts:
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The main strategy is the family approach, negotiation. For example, when
the debtors have to pay back Rp 100,000 a month, we negotiate with
them. How about this? Is this too much? How much can you pay? ...
The outcome of rebalancing depends on the response of the delinquents
... but we still employ the family approach. We communicate with them
patiently, with patience. ... [in case the problem cannot be solved], we do
not foreclose the collateral. Still, we rely on the same approach, to visit the
debtors, to communicate with them; yah, we frequently visit and talk to
them.

Negotiation through mushawarah was said to bring about an
agreeable solution in that the BMT’s understanding of the delinquents’
economic condition was high. It was also suggested that some sort of
communal pressure could be exerted on the delinquents, about whom
the BMT usually obtained reputational data from their neighbors and
religious leaders. Recognizing that overdue payment was not only a
matter of their own but also a concern of their neighbors, the debtors
usually took a cooperative posture in bargaining with the BMT.

When a problem was not resolved through the family approach,
official procedures were executed sequentially. The first step was to
send a letter stating overdue payments. With this, it was said, most
cases could be settled. When three consecutive letters and ongoing
communications did not bring any tangible result, the final step of
foreclosure was implemented.' But even in this, the family approach
was still at work. The BMT did not confiscate the collateral forcefully
but demanded the delinquents’ consent to disposal by sale. Because
of this cautious approach, it was pointed out that debtors who had
to settle overdue debt by selling the collateral rarely retained a hostile
feeling against the BMT.

A member of the field staff, Mufti, who had explained the process
of settling bad debts, took the researcher to an ice cream vendor in
the market. He was a client who had not been able to pay his arrears,
had agreed to sell his motorcycle, and, shortly after this, had resumed
transactions with the BMT. Mufti wanted to illustrate that the family
approach was actually at work in the field. After affirmatively answering
the question of whether he had consented to sell his motorcycle, the
vendor explained why he did not have bad feelings against the BMT.

It is fine. Because the BMT has tolerated me for a long time. It has already

tolerated me, but I did not respond properly. . . . It tried to ensure that
my honor was not damaged and I did not feel bad. . . . The BMT waited
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patiently, and I admit its patience was enough. If I didnt see a bit of
patience, I would be angry. . . . I was satisfied with the sale of the collateral
through proper procedures, and, moreover, the BMT took my comfort
into account. . . . I didn’t get angry because we had understood each other
long enough to be patient. The word, debt, anyhow—it should be paid
off, shouldn't it?

The family approach, which incorporates patient waiting and
consideration of the debtor’s situation, was said to be the feature that
distinguished the BMT from money lenders and exemplified its efforts
to support the economically weak." Because of this significance, the
BMT’s employees were ready to tell various stories of money lenders’
inhumane collection of debts. With these, they tried to underline the
Islamic values involved in the process of settling overdue payments.

Another aspect remarked on to demonstrate the Islamic character of
the BMT’s operations were the religious activities of the staff. Examples
included sessions to read the Quran at every BMT meeting, a weekly
sermon for the staff, and joint attendance at Jumatan. Although not
directly related to work, these activities, aiming to internalize Islamic
values in the staff, were regarded as a necessity for sustaining the BMT’s
Islamic operations.

Muslim Networks and the BMT

The founding group of BMT Untung were Islamic activists
centering around a mosque. This prompted the early BMT operations
to be dependent on Islamic networks. The BMT was introduced at
the mosque sermons, and religious leaders were asked to recommend
transactions with the BMT. Even after the BMT’s financial basis was
solidified, religious networks continued to play an important role.
Its function as an agency to keep the mosque’s funds and the Islamic
school students’ savings helped stabilize its financial position and build
public trust. When marketing in new areas, the BMT staff visited local
mosques and prominent Islamic leaders. The reason why the Islamic
networks were represented heavily in the operations of the BMT was
simple. As its activists’ personal networks were formed around Islam,
they had no choice but to rely on them.

Public trust is essential for the BMT’s operations. Without a deposit
protection scheme, transactions with the BMT pose an extreme risk of

insolvency. The central element that can bridge the gap between the high
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incentives for deposits and the high risk is trust, which can bring confidence
that deposits can be returned safely. Trust in the BMT can be enhanced
when itis introduced through mosque meetings or by well-known religious
leaders. A female trader, who often saw managers of the BMT give sermons

at her mosque, expressed her belief in the BMT as follows:

I'm a Muslim, and BMT Untung is owned by an Islamic institution. ... I
fully believe in it, although deposits are not protected by the state. I have
full trust in the BMT, which is run by trusted Muslims. ... They are aimed
not at pursuing profits but at assisting others. That’s why I make deposits.
... This is my opinion as a Muslim.

The woman, who repeatedly emphasized that she was a Muslim,
explained her trust in BMT in religious terms, expressing this in words
such as percaya (belief) and keamanan (security). Her explanation helps
us appreciate the pivotal role of Islamic networks in BMT operations.

The fact that the BMT was dependent on Islamic networks suggests
that it was rooted in the Muslim community through multiple links.
These connections allowed the BMT staff to protest against those
who problematized the partial “deviations” in business practices and
highlighted the un-Islamic character of the BMT. For the staff, the
BMT's solidarity with the Muslim community made its Islamic identity
self-evident and unquestionable.

Concluding Remarks

The launching of Islamic finance raised the expectation that the
Islamic economy would be established as an alternative to a capitalistic
oneand that Muslims’ economiccondition, which had been marginalized
in the course of Western economic development, would improve. After
the establishment of Islamic banks, Islamic finance expanded its areas
to insurance, bonds, and stocks. Following this, academic discussion
has tended to focus on whether novel financial products, such as credit
sales and derivatives, can be traded in compliance with shariah (al-
Amine 2008; Maurer 2006; Obiyathulla Ismath and Abbas Mirakhor
2013; Rosly 2005; Rudnyckyj 2019).

Examination of how to make financial products compliant with
shariah provides an opportunity to explore the potential of Islamic
finance. When the discussions are concentrated on this issue, however,
the driving force behind the emergence of Islamic finance tends to
be treated as a constant rather than a variable. It can be neglected
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that Islamic finance has been precipitated by and relies on Muslims’
passion and dedication for realizing the ideal of assisting the poor and
addressing their economic helplessness.

The Indonesian BMT was criticized for the high costs of transactions,
the limited application of profitand loss sharing contracts, and muribapah
procedures that do not strictly adhere to shariah. Humble acceptance
of these criticisms, however, did not induce the BMT employees to
doubt the Islamic nature of the BMT. Highlighting that they were
firmly committed to improving the economic condition of the Muslim
community, that their activities covered not only business but also charity
and socio-religious works, that they relied on business practices caring
for the weak, and that they were rooted in the Muslim community, the
staff did not question the Islamic character and identity of the BMT. For
them, they were missionaries responsible for the Muslim economy, and
their works were 7bddah aiming to fulfill Allah’s commands.

The case of BMT Untung suggests that, as Sakai maintains in
her study of two BMTs in Java (2014), Islamic finance cannot be
reduced to Islamic contracts. When attention is paid mainly to shariah
compliance, the social and religious contexts of Islamic finance and the
agency of Muslim actors cannot be taken into serious account. What
makes Islamic finance Islamic includes not only shariah compliance but
a wide range of religious dispositions and practices.

The commitmentand determination of BMT activists allow us to put
the potential of Islamic finance in a broader perspective. Discussions on
the development of Islamic finance cannot be confined to the questions
of how elaborately new products can be devised to conform to shariah
and how efficiently business can be managed to make it commercially
viable (Ali 2012; Maamor, Cokrohadisumarto, and Ismail 2017). Such
discussions should also include the questions of how Islamic institutions
can draw trust and support from Muslims, how effectively they can
utilize Muslim networks, and how strongly they are committed to
realizing Islamic values and goals. What is required in this respect is
“to return to the basics,” namely to appreciate that affection for fellow
Muslims, commitment to carrying out religious duties, and unity with
ummah are vital for commercially viable, financially sustainable, and
religiously inspiring Islamic finance.
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Endnotes

11.

12.

The authors thank to staffs of BMT Untung and our informants in Yogya for their
readiness and kindness to support the field research, to Muhammad Ridwan, Mufti
Khakim, Yoga, Riftki and Supriyadi, and to anonymous referees for their valuable
comments on draft. Parts of this paper are carried in Donga Yeongu, entitled Iseullam
Geum-yung-eul eullamsig-eulo Mandeuneun Yoso in Korean.

Following government regulations, BMT is also referred to as Koperasi jasa Kenangan
Syariah (KJKS), Koperasi Simpan-Pinjam dan Pembiayaan Syariah (KSPPS), and
Lembaga Keuangan Mikro Syariah (LKMS). Due to the symbolic significance of the
Arabic expression (Nazirwan 2015, 184), the new names have been unable to replace the
term BMT but have been used side by side with it.

‘The names of institutions and informants are pseudonyms.

The pursuit of financial independence did not mean that BMT did not rely on external
funding. Subsidized funding from the government, international donors, and large
corporations played an important role in expanding BMT’s business base and increasing
profits (Wulansari & Kassim 2016, 223-224). What made BMT differ from other
microfinance institutions was that it considered deposits as the primary source of funding
and external subsidies as an auxiliary source.

Because the interest rates of money lenders in the late 1990s were as high as 240% per
annum (20% per month) (Nugroho 2001, 176-177), the profit margins of approximately
50% per annum charged by BMT in muribahah contracts were viewed to be acceptable,
although they were higher than bank interest rates.

‘The number of BMTs was estimated to range between 3,500 and 5,000 in the 2010s. The
number 4,500 was used for a while, including by the Minister of Cooperatives and Small
and Medium Enterprises in 2015, until this was replaced with 5,000 by officials from the
same ministry in 2019 (Fadil 2016; Setiaji 2019).

The US dollar compared to the local currency is calculated based on the median rate of
the year. The currency data are from https://tradingeconomics.com/indonesia/currency
(June 20, 2020).

A survey of 301 BMTs in 2011 reported that there were 4 BMTs with assets of over Rp
100 billion (US$11.8 million), 11 with assets between Rp 10 billion and Rp 100 billion,
160 with assets between Rp 1 billion and Rp 10 billion, 118 with assets between Rp 100
million and Rp 1 billion, and 8 with assets less than Rp 100 million (Sakti 2013, 8).

Six board members and one shariah inspector were appointed along with the staff. The
inspector was later replaced by the Shariah Advisory Council (Pengawasan Shariah),
which consists of three members.

The quantitative data related to BMT Untung are based on its annual report.

. Six of the ten informants were active in Islamic organizations, and four were not. All of

them were males in their 30s and above, and their occupations were university lecturers
(6 persons), self-employed (2 persons), office worker in the private sector (1 person), and
businessman (1 person). They belonged to the middle class and conducted most of their
financial transactions through banks.

It is not easy to accurately calculate the costs of BMT financing, which are not fixed. In
2019, the costs of murnibapah financing were 20-30% per annum.

The average share of mudarabah and musharakah contracts was 5%, but the annual
deviation was wide. For example, the share of 7% in 2015 decreased to 2% in 2018.
As the total financing expanded, the volume of these contracts increased from Rp 580
million in 2015 to Rp 1.46 billion in 2018.
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13. In another interview, the manager Surono reacted differently to the criticism of
muribapah procedures, insisting that the BMT’s munibahah belonged to the contract
called muribapah bil wakalah, in which the BMT may delegate the purchase of goods
to clients. Proposing that this contract was permitted not only by MUI (the Indonesian
Council of Ulama) but by the BMT’s own Shariah Board, he protested against those who
criticized the BMT’s practices in a simplistic manner.

14. The collateral for financing is not provided through legal procedures. Submission of a
copy of a motorcycle or land registration is considered to confirm that the borrower
agrees to offer the collateral.

15. A BMT in East Java employed explicitly religious strategies. For example, BMT staff
who visited delinquents recited the Quranic verses prescribing repayment of debts as a
religious obligation (Nasution 2014).

Bibliography

Adnan, Muhammad Akhyar, and Shochrul Rohmatul Ajija. 2015. “The
Effectiveness of Baitul Maal Wat Tamwil in Reducing Poverty: The Case of
Indonesian Islamic Microfinance Institution”. Humanomics 31(2): 160—82.

Adnan, Muhammad Akhyar, Agus Widarjono, and M. Bekti Hendri Anto. 2003.
“Study on Factors Influencing Performance of The Best Baitul Maal Wat
Tamwils [BMTS] In Indonesia.” jurnal Igtisad 4(1).

Ali, S. Nazim. 2012. Sharia-Compliant: Microfinance. London and New York:
Routledge London and New York.

al-Amine, Muhammad Al-Bashir. 2008. Risk Management in Islamic Finance: An
Analysis of Derivatives Instruments in Commodity Markers. Leiden: Brill.

Antonio, M. Syafii. 2008. “Equity Market and Islamic Finance: Innovation and
Product Development.” In 7heory and Practice of slamic Finance, Theory and
Practice of Islamic Finance, Singapore: Saw Center for Financial Studies.

Ascarya, Siti Rahmawati, and Hendri Tanjung. 2015. Design and Determine
Holistic Financial Inclusion through Baitul Maal Wa Tamwil. Jakarta: Bank
Indonesia.

Choiruzzad, Shofwan Al Banna. 2013. “More Gain, More Pain: The Development
of Indonesia’s Islamic Economy Movement (1980s-2012).” Indonesia (95):
125-72.

Chokro, Mislan Condro, and Abdul Ghafar Ismail. 2008. “Sustainability of BMT
Financing for Developing Micro-Enterprises.” In MPRA Paper, Miinchen:
University of Miinchen.

Effendi, Jaenal. 2013. 7he Role of Islamic Microfinance in Poverty Alleviation and
Environmental Awareness in Pasuruan, East Java, Indonesia: A Comparative
Study. Universititsverlag Gottingen.

Fadil, Vicky. 2016. “Menkop: Langkah Perhimpunan BMT Indonesia Selaras
dengan Reformasi Total Koperasi.” Warta Ekonomi. https://wartackonomi.
co.id/read120636/menkop-langkah-perhimpunan-bmt-indonesia-selaras-

DOI: 10.36712/sdi.v29i1.17862 Studia Islamika, Vol. 29, No. 1, 2022


https://wartaekonomi.

What Makes Islamic Microfinance Islamic? 53

dengan-reformasi-total-koperasi (November 11, 2020).

Imaniyati, Neni Sri. 2005. “Perlindungan Nasabah BMT Jika BMT Pailit (Taflis).”
MIMBAR: Jurnal Sosial dan Pembangunan 21(4): 498-520.

Kaleem, Ahmad, and Saima Ahmed. 2010. “The Quran and Poverty Alleviation:
A Theoretical Model for Charity-Based Islamic Microfinance Institutions
(MFTIs).” Nonprofit and Voluntary Sector Quarterly 39(3): 409-28.

Kholim, Muhammad. 2004. “Eksistensi Baitul Maal Wattamwil Dan Permasalahan
Dalam Operasionalisasinya: Studi Di Propinsi Jawa Tengah.” M.A. Thesis.

Program Pascasarjana Universitas Diponegoro.

Kholis, Nur. 2008. “Murabahah Mode of Financing for Micro and Medium
Sized Enterprises: A Case Study of Baitul Mal Wattamwil (Bmt), Yogyakarta,
Indonesia.” In Islamic Finance for Micro and Medium Enterprises, Islamic
Research & Training Institute, Islamic Development Bank & Centre for

Islamic Banking, Finance and Management, Universiti Brunei Darussalam,
161-84.

Kim, Hyung-Jun. 2007. Reformist Muslims in Yagyakarta Village: The Islamic
Transformation of Contemporary Socio-Religious Life. Canberra: ANU E Press.

Lubis, Nur Ahmad Fadhil. 2004. “Financial Activism among Indonesian
Muslims.” In Islamic Perspectives on the New Millennium, Singapore: ISEAS,
91-112.

Maamor, Selamah, Widayanto Mislan Cokrohadisumarto, and Abdul Ghafar
Ismail. 2017. Islamic Microfinance Institutions: Efficiency and Sustainability.
Bangi: Penerbit Universiti Kebangsaan Malaysia, Malaysia.

Maurer, Bill. 2006. Pious Property: Islamic Mortgages in the United States. New
York: Russell Sage Foundation.

Muchtar, Irsyad, Muhammad Taufiq, Drajat Kurniawan, and A. G. Suyono.
2017. 100 Koperasi Besar Indonesia. Jakarta: Majalah Peluang & Infopasar.
Nasution, Atigi Chollisni. 2014. “Efficiency of Baitul Maal Wa Tamwil (BMT):
An Effort towards Islamic Wealth Management in Microfinance Institution.”

The Journal of Muamalat and Islamic Finance Research 204(3538): 1-16.

Nazirwan, Mohamad. 2015. “The Dynamic Role and Performance of Baitul Maal
‘Wat Tamwil: Islamic Community-Based Microfinance in Central Java.” Ph.D
Thesis. Victoria University.

Ngasifudin, Muhammad, and Nur Fauziah. 2017. “Studi Analisis Hukum Islam
Terhadap Penerapan Akad Murabahah Pada Pembiayaan Modal Kerja ( Studi
Kasus Bmt Bina lhsanul Fikri Yogyakarta ).” JESI (Jurnal Ekonomi Syariah
Indonesia) 6(2): 108—19.

Nugroho, Heru. 2001. Uang, Rentenir, Dan Hutang Piutang Di Jawa. Yogyakarta:
Pustaka Pelajar.

Obiyathulla Ismath, Bacha and Abbas Mirakhor. 2013. Islamic Capital Market.
Singapore: John Wiley & Sons, Ltd.

Studia Islamitka, Vol. 29, No. 1, 2022 DOI: 10.36712/sdi.v29i1.17862



54 Hyung-Jun Kim & Bambang Hudayana

Rahardjo, M. Dawam. 1988. “The Question of Islamic Banking in Indonesia.”
In Islamic Banking in Southeast Asia: Islam and the Economic Development of
Southeast Asia, Singapore: Institute of Southeast Asian Studies, 137-63.

Riwajanti, Nur Indah. 2013. “Islamic Microfinance in Indonesia: A Comparative
Analysis between Islamic Financial Cooperative (BMT) and Shari’ah Rural
Bank (BPRS) on Experiences, Challenges, Prospect and Role in Developing
Microenterprises.” Ph.D Thesis. Durham University.

Robinson, Marguerite S. 2002. 7he Microfinance Revolution: Lessons from Indonesia.
‘Washington: World Bank Publications.

Rosly, Saiful Azhar. 2005. Critical Issues on Islamic Banking and Financial Markets.
Bloomington: Author House.

Rudnyckyj, Daromir. 2019. Beyond Debt: Islamic Experiments in Global Finance.
Chicago and London: The University of Chicago Press.

Saeed, Abdullah. 2004. “Islamic Banking and Finance: In Search of a Pragmatic
Model.” In Islamic Perspectives on the New Millennium, Singapore: Institute of
Southeast Asian Studies, 113-32.

Sakai, Minako. 2008. “Community Development through Islamic Microfinance:
Serving the Financial Needs of the Poor in a Viable Way.” In Expressing Islam:
Religious Life and Politics in Indonesia, Singapore: Institute of Southeast Asian
Studies, 267-86.

Sakti, Ali. 2013. “Pemetaan Kondisi Dan Potensi BMT: Kemitraan Dalam
Rangka Memperluas Pasar & Jangkauan Pelayanan Bank Syariah Kepada
Usaha Mikro.” Al-Muzaraah 1(1): 1-18.

Seibel, Hans Dieter, and Wahyu Dwi Agung. 2006. Islamic Microfinance in

Indonesia. Koln: Arbeitsstelle fiir Entwicklungslinderforschung (AEF),
Universitit zu Kéln. Working Paper.

Setiaji, Rifki. 2019. “Kemenkop dan UKM Minta BMT Kembangkan Inovasi
Layanan Keuangan.” Global News. https://globalnews.id/kemenkop-dan-
ukm-minta-bmt-kembangkan-inovasi-layanan-keuangan/ (July 20, 2020).

‘Wulandari, Permata, and Salina Kassim. 2016. “Issues and Challenges in Financing
the Poor: Case of Baitul Maal Wa Tamwil in Indonesia.” International Journal

of Bank Marketing 34(2): 216-34.

Hyung-Jun Kim, Department of Cultural Anthropology, Kangwon
National University, Republic of Korea. Email: hjunkim@kangwon.ac.kr.

Bambang Hudayana, Department of Anthropology, Faculty of Cultural
Sciences, Universitas Gadjah Mada, Indonesia. Email: bambang.
hudayana@ugm.ac.id.

DOI: 10.36712/sdi.v29i1.17862 Studia Islamika, Vol. 29, No. 1, 2022


https://globalnews.id/kemenkop-dan-
mailto:hjunkim@kangwon.ac.kr.
mailto:hudayana@ugm.ac.id.

Guidelines

Submission of Articles

tudia Islamika, published three times a year since 1994, is a
S bilingual (English and Arabic), peer-reviewed journal, and

specializes in Indonesian Islamic studies in particular and
Southeast Asian Islamic studies in general. The aim is to provide readers
with a better understanding of Indonesia and Southeast Asia’s Muslim
history and present developments through the publication of articles,
research reports, and book reviews.

The journal invites scholars and experts working in all disciplines
in the humanities and social sciences pertaining to Islam or Muslim
societies. Articles should be original, research-based, unpublished
and not under review for possible publication in other journals. All
submitted papers are subject to review of the editors, editorial board,
and blind reviewers. Submissions that violate our guidelines on
formatting or length will be rejected without review.

Articles should be written in American English between
approximately 10.000-15.000 words including text, all tables and
figures, notes, references, and appendices intended for publication.
All submission must include 150 words abstract and 5 keywords.
Quotations, passages, and words in local or foreign languages should



be translated into English. Studia Islamika accepts only electronic
submissions. All manuscripts should be sent in Ms. Word to: http://
journal.uinjkt.ac.id/index.php/studia-islamika.

All notes must appear in the text as citations. A citation usually
requires only the last name of the author(s), year of publication, and
(sometimes) page numbers. For example: (Hefner 2009a, 45; Geertz
1966, 114). Explanatory footnotes may be included but should not be
used for simple citations. All works cited must appear in the reference
list at the end of the article. In matter of bibliographical style, Studia
Islamika follows the American Political Science Association (APSA)

manual style, such as below:

1. Hefner, Robert. 2009a. “Introduction: The Political Cultures
of Islamic Education in Southeast Asia,” in Making Modern
Muslims: The Politics of Islamic Education in Southeast Asia, ed.
Robert Hefner, Honolulu: University of Hawai'i Press.

2. Booth, Anne. 1988. “Living Standards and the Distribution
of Income in Colonial Indonesia: A Review of the Evidence.”
Journal of Southeast Asian Studies 19(2): 310-34.

3. Feener, Michael R., and Mark E. Cammack, eds. 2007.
Islamic Law in Contemporary Indonesia: Ideas and Institutions.
Cambridge: Islamic Legal Studies Program.

4. Wahid, Din. 2014. Nurturing Salafi Manhaj: A Study of Salafi
Pesantrens in Contemporary Indonesia. PhD dissertation. Utrecht
University.

5. Utriza, Ayang. 2008. “Mencari Model Kerukunan Antaragama.”
Kompas. March 19: 59.

6. Ms. Undhang-Undhang Banten, L.Or.5598, Leiden University.

7. Interview with K.H. Sahal Mahfudz, Kajen, Pat, June 11,
2007.

Arabic romanization should be written as follows:

Letters: ) b, t, th, j, b, kb, d, db, 1, z, s, sh, 5, d, 1, 2,  gh, [, g, |,
m, n, b, w, y. Short vowels: 4, i, u. long vowels: 4, i, 0. Diphthongs:
aw, ay. Ta marbizi: t. Article: al-. For detail information on Arabic
Romanization, please refer the transliteration system of the Library of

Congress (LC) Guidelines.


http://

el 1S alss Gale a2 (ISSN 0215-0492; E-ISSN: 2355-6145) Koo Loge
& (BS1E a SA ALY @ Blis Gt ixals (PPIM) gasly 3Ll il S o8
dpedall o) 5 all Cugrady iale Ll 305 g 3y Lol Luia] 3 oDl duly
o5 Slaasdl Glwol el Slilgul g LS (g5l Jom 3lall Lladlly 2ol

a2 ik 3 e oSl dond) 2etil) LY o a2y il

Wl Lnigo] Byseats QL wuladly LomglsiSlly Sl 855 15 on KDl Lo szl &
.(32a/E/KPT/2017 : )& (J)) Lale 495

JWy oY1 g e (2858 Sl 2wl YY) CrossRef (3 sias Sadbo) bogan

(DOI) 203 ) 225l Spmn o ded e o5 &) WYL o OB

Yove sle Yo die (Scopus) s (3 depgie 3l SN gt

Al ) o) sic

Editorial Office:

STUDIA ISLAMIKA, Gedung Pusat Pengkajian

Islam dan Masyarakat (PPIM) UIN Jakarta,

JI. Kertamukti No. 5, Pisangan Barat, Cirendeu,

Ciputat 15419, Jakarta, Indonesia.

Phone: (62-21) 7423543, 7499272, Fax: (62-21) 7408633;
E-mail: studia.islamika@uinjkt.ac.id

Website: http://journal.uinjkt.ac.id/index.php/studia-islamika

o 3 A (g sl ) 58V A
Sl Y 52 Y0 Letadsanl g Ak g o Sl Y 53 VO il sall
Sl Y Y Ladaaal g Ay Sl Y00 13,80

gl 25 s Y1 AdS Jals Y Al

HERWEN P i

HESBUISN Y RENELPEL F iy
PPIM, Bank Mandiri KCP Tangerang Graha Karnos, Indonesia
account No. 101-00-0514550-1 (USD).

2(Rasy) L sai) Jab
PPIM, Bank Mandiri KCP Tangerang Graha Karnos, Indonesia
No Rek: 128-00-0105080-3 (Rp).

lanari5a3) JA1S (5 sl & S5Y) L
On v Lgiadtaa) gAd g (Aasuall) dpg ) Yoo v v v Baal A0
Ay e Lhadsaal g A g (adll) Ay Vee e e A

sl b Sl 20 Al e Jaids Y Al



mailto:studia.islamika@uinjkt.ac.id
http://journal.uinjkt.ac.id/index.php/studia-islamika

\ ”»

L) Lid gl
LY e, L o3 Al

YOXY ) aamdl ey s pkall s Gl i)

Ll ey
i) 3l

:ﬂfd\‘ ke
o g Ol
L e
Sle
U,._I.UW o
ol ol Sl
e 5

I';Y~ G
3Lyl (s3>
g mlrl
d>-lg s
Qg5 sl
:éj""‘ ol e
(65T i S il dl Blis iyt dmals) Clgd fyd s
(3557 i) g 06 e
() Bl cpaidly Baalr) g ) o
(Ll — 2l LY drald) e ST de
(168" 3 S Wil i) 58 0 LS
(S L)y analer) Wy . st
(Ogiwss Bnlr) pihen 5 Sy
(Lijiy olall ol sl SL) psle )
(S il Bnalr) i WS
(Ogriag dnslr) OW O U5
(s Sole 5 daal) 5L ST
(allegd) 2:S1) Cogllr 45 Jll
(e sS Al Bl IS 0L g dmalr) 5 M) sl
Ll s delun
SFsifnd
Oz el dast
sl 1K) s,
Ve il e
dE Y Aall) B o
Ol .z o
Oy J.:ii_s
Js ooz
gt ) ARV rer )y
ool ol gty
CJM‘ M

S






Cunfjowl Lagi



ol Log

YOYY ) sdad) (Ogially danld) 2l V) Sl ) s 9] il

Democratic DiLEMMA OF MALAY Istamic PARTY:
PAS, CoaLrtioN PATTERN, AND RisING SocIiAaL [sSUEs

Mohd. Izani Mohd. Zain & Mohd. Daud Mat Din

CoNTESTING ETHNIC AND RELIGIOUS IDENTITIES
IN THE 2019 INDONESIAN ELECTIONS:
PovrrticaL PorARIZATION IN WEST KALIMANTAN

Zuly Qodir, Hasse Jubba, & Mega Hidayati
“ { \ “
agisall qaladl g leill

(TIE13IV) Ligsaa Jaw alil @ul
ol






