CHAPTER 6

6.1 Introduction

DISCUSSION AND CONCLUSION %\

The objectives of this study are (1) to investigate the current practices and
approaches of Islamic banks in Indonesia to finance hm)r] companies, in
particular to infrastructure contractors; (2) to identify t ason fcw share of
financing from Islamic banks to infrastructure cont s, and!(3) dfte‘@e the

appropriateness of musharakah contract to fulfi nancinﬁ of i@gtructure

contractors. \, u\\ {\T
\") X ACﬁ‘
6.2 How Islamic Banks Financ ractors &
>y S

The first research obje 0 investigate«ho amic banks have been

estricte frastructure contractors. As

financing contractors. Cont Meri
b

e asJifisbby specialisation. Infrastructure

discussed previously, ctors ca
' g &)
sucf?bads. The operations of the company

contractors only w mpublii
are generally ¢ 'ei%ld, a (SQ
(:)\ ' 27 9

4
q O
6.2.1 nancing to/,C

ors @

Irst, in answering the @é‘zr::h questions, the researcher analysed the annual
‘@f the Islamic banks. As mentioned in Chapter 3, among the sources of data
annual reports of the banks. Relevant parts were highlighted and extracted, as

&cribed in Chapter 4.

>
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As previously shown in Figure 4.5, only BSM, of all Islamic banks, had a higher-
than-national-average share of financing to the construction segment (9%) inv
2021. After BSM merged into BSI in 2021, only BSI has a decent share of@ng to
the construction segment, whereas other banks are trailing behind. uamalat,
which in previous years had a rather high share, decreased to only ¥c'ent in 2021.
Thus, no Islamic banks are able to compete with BSI. Only BSM, , and BMI have

. =

provided more than a billion rupiah in financing, while th ank's have provided

only small amounts of financing (Figure 4.4). \d
23

T
Information gathered from the interviews @d the iInfo ti’)n @h the

annual reports. Most Islamic banks answered <ne; en% ther\cg:struction

financing is a priority. Responses from in@iw\ont ors a%{gnfirmed the

previous information. When asked \w ey have ive@ financing from
A

Islamic banks, their reply was nega% \T A
o> ¥ G{g}

The above suggests that 4 ction’ or ‘contractefi-is understood broadly by

&

Islamic banks. The terms ve WeL sup@and developers. Because the

u
Islamic banks did not defi at theyfmea ?)‘@actors’ in their annual reports, it
d &
may be inferred th&hw inch' m ons’ﬁb’on firms and supporting firms (e.g.,

suppliers). Lik% ey to ‘@Qﬁ/actors’ generally, not specifying their

!
specialisatio rale. During t iFEerﬂj(e@s, they referred to the property itself rather

NN
than dig% the ¢onfr: ’S sep&e. Consequently, the value of financing to the
conm)n segment reporte @he annual reports may not reflect the actual amount

0 xbcing to developers (i.e., the definition of contractors in this study), much less
infrastructure contractors. These findings were supported by the interviews the Islamic
ankers. When discussing the definition of contractors, they referred to them as the

property or project owners, not a particular construction firm. The exception was an
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informant from BSI (previously BSM). As found during the interview, in Section
5.4.2.1, two informants from the same Islamic bank stated that, “We also provi

financing for the construction of the toll road in Banten province,” and, “@mic)
bank also secured the issuance of sukuk with the construction works ae&nderlying
asset”. Y'
Additionally, contractors as understood by the Islamic_banks‘are large, well-
known state-owned firms, as discussed in Section 4.4.4: Yth: ')ther hand, the
infrastructure contractors selected as the respondents en -known. Their

business information was not publicly available%q did nat h aﬁy_@pany
a

website. Only two out of the 27 sample contract % bsite\xg aresult,

iIrms d@; from them.

ed Qr offices without
O

the researcher had to seek information aboutithe remaini
But this was not possible for four ; ;athey h

updating their addresses on the pro{gsent web\

N,
The meaning of ‘contv%s lilgewis undezz?&?d differently by other
interviewees. The informar*;m’KEo NI stated th;t}:\r he contractor is part of the

construction process, contractor nust WQ\r_R' well in the project during the
4 ¢ &
fegthit is tr

t contractors are idle when they are

construction of the erty”. ' w ﬁbﬁ
not involved ir{ oje info r%ﬁts also referred to contractors as the

¢

!
constructioE i&a as a whol lﬁuleb‘ﬁa properties, or projects — citing past issues

where t%
refez&

(o8

NN
eenstall yr sus'pé?ded construction activities. Only one informant
the same definition zs}ﬁe researcher. This suggests that there is information

&

a try between the stakeholders, as ‘financing to contractors’ is understood as

6 ncing construction’.
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6.2.2 Financing Contract for Contractor

According to their annual reports, Islamic banks have typically used two
contracts when providing financing to the construction segment. The first |®hah
and the second is musharakah. Some reports also stated that the ban gardh to
finance their groups of companies. But these companies are not contractors; rather, they
are suppliers of materials (e.g., concrete, steel) to the contract

Referring to the OJK statistics report, murabahah c m percent of the

contracts used by Indonesian Islamic banks. This incl the W segment

The report states that musharakah financing is use

the purch o’e@nent

e% kah\/‘gcontract
Iamlc@;{:% do not use

it much to finance contractors. W using mushar , Is@&ﬁc banks require
collateral to secure their funding, % \Bt?nv I)@*Wlth the operations.

N,
However, this answer was not by 91e b§ which in the beginning

%co:’r i Qﬁentele.

explained that they do not c%
Interview data s bO\‘/‘ con u;i'on@t Islamic banks do not consider

vehicles, shophouses, or other fixed assets of t

used to finance contractors, but as mentiOnW :

contractors as their clistomers. i) ' forrrg&,'rom BSI (previously BSM) properly

answered the hod“ef treati astn@'é contractors. An informant from Bank

¢

Muamalat e ned the that téct(f-j contractor is aligned with the contractor’s

group of’c y. An.Informant fﬁh KB Bukopin Syariah explained that they only

rg&&m work contractor@( develop schools and hospitals, not infrastructures

I I|c roads. Though the project owner (government) and property user (public)

6 e same, the infrastructure is different.
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6.2.3 Declared Statement

In some annual reports, the Islamic banks declared specific information re
the construction-contractor issue. Table 4.1 in Section 4.2.7 summarise@amic
banks’ statements about their terminology. All statements relate to hou!ﬂ&ntractors,
and some relate to state-owned contractors. None of them explain abogt infrastructure
contractors. These statements are aligned with the interview%, which related

|
\dﬂv

construction to housing specifically.

6.2.4 Supplier-Customer Relations J _\‘—}
The interviews also revealed that there lose relati ips.bétween the
Islamic banks and infrastructure contractorsaOut 17vi?fra ctur@g::;lctors, only

four answered that they knew lIsla ar-@ well:

because they have accounts in Islaﬁhjanks, \'e\a?o

offered personal financing pro Islarrﬂc banks« 48\_

fr@tture contractors

@o because they were

Two informants of i smlurfl ractors h @een visited by the marketing
nal nahci@' not corporate financing. Most

team of Islamic ban r
'3 &)
infrastructure contraGtors have r dge Islamic banking operations. In fact,
they assumed that Islamic b 'conva-} nal banks are similar.
¢
There '%efor info atfsn asymmetry between Islamic banking and its
(potenti%gmersr r,a

N
theiﬁﬁll reports and websi@Hey have not targeted corporate customers, much less

ing the marketing strategy of Islamic banks in

t %ﬁtruction segment. Regarding the awareness of the informants, the researcher
G that this task falls on OJK, not the Islamic banks, as it has just released a publication
n increasing Islamic finance literacy (OJK, 2021c). This is expected to the market

share of Islamic banking and finance (Mohammed et al., 2015).
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6.2.5 Summary

Do infrastructure contractors obtain financing from Islamic banks? No, Vm
not. This answer was also confirmed from the interviews with the Islamic %\:rom
eight Islamic banks, only one answered the interview question with thﬂ%r concept

of ‘contractor’. Four other Islamic banks decided against financig contractors,

including infrastructure contractors. \,

The first research question can also be answered by to Sections 2.5 and
2.6, which discuss the current national plans to propel Mc bankmg
and the Islamic economy. In particular, the plans are mewhat a a¢t &ﬂa}clally

in terms of the customers segment of Islamic b erea{ be aJ'Q:repancy

between the plan and current practices. TI\@

contractors as the most important par\astructure S m@ Islamic Banking

Roadmap. The plan therefore contr e curren\m al q@

Though Islamic finanmal%ﬂ ons have abllsheﬁ:t%e target growth for the
Islamic banking industry, | xankL ve t@wn target growth, as per the
0s

recommendation in Se% 1.1.1 ( laI@lS) Top management must use
4

marketing strategi wncr ai er a ness on the uniqueness of Islamic
shar

banks’ musharakah “profit harlng product (Shah et al., 2022).

Targeting thi g@nc in rastru uré s m nt is an opportunity. As discussed in Section
Ik

\
4.4.3,the'v

f public.r rOJe n 2021 alone was significant. The value is much
hlgm&n all public infrastr, c.t\y{ e projects are considered.

3
N
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6.3 What are the Reasons for the Low Share of Financing from Islamic Banks to

Contractors? Yv
This study aims to investigate why Islamic banks only have a sn@re of

financing to the construction segment. The answers are discussed I ollowing
subchapters. It discusses the reasons based on the ownership of Islamic banks, the

limited area of operations of the banks, and the limitation wNE(j by the banks

themselves on their own operations. ? '
NS \g

6.3.1 Shareholders of Islamic Banks l _\‘—}

Section 4.2.1 has discussed the sharehold arr% ere.were notable

changes in ownership of most major Islamic'anks n 2 firsti Y; Muamalat,

bar@Ql'o the Hajj Fund

whose major shareholders changed %\rait’s Islami

Authority (BPKH). The second is th%ger of tE\aB%

and BRIS into BSI. Therefor jor ﬁlaml bankz? now state-owned. This

=

| banks, BSM, BNIS,
L

change of ownership is not mt :[ s but has planned since years ago.
There were also %;n uIti" te 0 nérshbof Islamic banks. Bank Bukopin

F &
Syariah became B KB BLI N ariag&)rean Bank). Bank BTPN Syariah

changed ownership Su

divested fro %ban and

"
Shahar (20 in Secti !1, ma@ers act in accordance to shareholders’ interest,
thugﬁ&anges of sharehold({egﬂ Il result in changes in the banks’ results.

%ﬁh paragraph above should be associated with the paper entitled Government

& ership of Banks (La Porta et al., 2002). Meanwhile, the change of ownership in
rivate entities will have consequences on various aspects, not only business policies,

istu'C}&dnking Corporation. Bank Aladin was

!
éh@g‘ﬁ%g ownership until 2021. As discussed by
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but also ethics, culture, and environment. In fact, the entity may even put aside the

common business goal of growing (Andaswari et al., 2019). Yv
6.3.2 Area of Operations of Islamic Banks A

Some Islamic banks operate only within a certain region. Three @ut of 12 Islamic
banks are only able to carry out their services in their respective provinces. These three
banks are Bank Aceh Syariah (Aceh), Bank NTB Syariah aZ eng';ara Barat), and

Bank Jawa Barat dan Banten Syariah (BJBS). While B do h e.“&suldranches in
X
ncing! Th o’e,_@ality,

.Th{" thrP\eFr'e owned

icted @3; their own
&
O

Jakarta, they are only for savings account services, n

there are only nine Islamic banks operating nati
by provincial governments and their o

provinces. \
Data collection from BJBS waﬁgjated wﬂ\mw s@r}nch in Tebet, Jakarta.
S

However, the interview was co%at th@Serp gbrar& around 20 km outside of

Jakarta. During the intervie hran(] % d that BJBS may not provide

any financing in Jakar ranches in J ar'ta@nly serve as an extension of the
4 ’ &

bank, whose main @g&tionm in VélJJava and Banten. He explained that

construction financingwis o i ' le ir(J% head office in Bandung (the capital of

¢

West Java). nithen it is osﬁy financing public works under the West Java

govern% t proj

condition, shows the narrowe@ﬁortunity of provincial Islamic banks. These three

N
S ‘?m thsé\central or other provincial governments. This

p%! tal Islamic banks constitute 13 percent of the total capital invested in Islamic
a

6 s.
An Islamic bank, Maybank Syariah, had suspended its operations five years ago.

The bank was owned by the Malaysian bank, Maybank. Following its divestment,
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ownership of the bank had changed numerous times, eventually becoming Bank Aladin
Syariah. During the data collection, the bank stated that it was not ready to ?ﬂe
nationwide, and it had no plans to provide financing to the construction se \h
Therefore, excluding the three provincial banks and one emergeﬂéqmic bank,
there are effectively eight Islamic banks, not 12. This means that cm percent of
total capital was available to reach the construction segment in_Indonesia. Furthermore,

the level of maturity, experience, and risk appetite of thes t anks'differ, thus it is

a common practice to ‘play it safe’ when it comes to finafging. .\d‘
Therefore, reading and understanding the re ublished h} z}@‘zr:ties
create information asymmetry. The report t K"u ood\&~ merely
understanding their titles, but it is also necaxnd?rst how YQ;re prepared
(Setiawati et al., 2018). While those r@ntion 12 ic @s in reality there

are only nine Islamic banks operati ionwide\T

< 0

&
6.3.3 Share of Constructi Mnc’w amic%g%ks is Similar to that of
their Parent Banks 1( ( 0’
4 b 4 &
anks-are lik

guo influence the operations of their

The operatioWarelZZ; :
subsidiary banl@don i 'entio@banks constitute 73 percent of the total
¢
shareholdin &s)mic a:l;?fa'ct,déaght (out of 12) Islamic banks, conventional
\
iks

banks hald t 100 per ownagip. According to Ghoniyah and Hartono (2020),

IS
S
Q-

Yv
it isﬁ&xlt to distinguish be@ﬁ the operations of Islamic banks in Indonesia from

tﬁ\ﬁheir owners. Islamic banks base their operations on a different vision than their
rs, the conventional banks. While conventional banks operate based on the interest

te, Islamic banks derive their profits from profit-and-loss-sharing sharing (PLS)
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contracts. Nevertheless, the researcher found that the pattern or share of financing in
Islamic banks is comparable to their parent conventional banks. Yv

The researcher used three Islamic banks as a sample to compare trﬁ}m of
financing to contractors in Islamic banks and their parent banks. These ere Bank
Negara Indonesia (BNI), which is the parent of Bank Negara IndonesWiah (BNIS);
Bank KB Bukopin, parent of KB Bank Bukopin Syariah (KBBS); Bank Victoria,

parent of Bank Victoria Syariah (BVS). Their 2019/202

prrts detailed the
following figures: .\d
L 2
— N
e  The share of financing to construction of BNIS,if2019 and 2 wﬁs‘ﬁm cent,
t

whereas BNI was 9 percent (2019) and (@ \T

N
!'\perc tand@rcentm 2019
&

nd f@ rcent.

e The shares of KB Bank Bukopin S

and 2020, whereas Bank KB i

e The share of financing for wstructihm‘xe

Ly
and Bank Victoria in 2[%02 was egually aﬂ;ce?cent.
\v caledithat t

From these three sam?u, as Ie [esubsidiary’s operations were a
reflection of their own% share .g fin (:‘yll%:/&]e construction segment of these

three Islamic bank simila{t \bof their ers. These suggest that Islamic bank

{fb’ank Victoria Syariah

D

managers are am;ql the ilers’ <<(;ur. In other words, the subsidiary acts
¢

according t e; iaerest fi eﬁ'tc@cp%ny (Shahar et al., 2015).

NN

6.3. to Construction F@cmg
\Iy a few of the 12 Islamic banks have provided financing to the construction
q ent. During data collection, some of them provided a direct reply in writing that
ey have not provided any financing to the construction segment. One of them stated
they do not deal with infrastructure construction. These field data are in line with the
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figures stated in the annual reports. While the annual reports stated that the banks
provided some construction financing, it may include non-infrastructure construw
well.

As shown in the previous chapter, the value of financing to %structlon
segment is not in line with the national government’s infrastructurew. While the
national infrastructure budget has noticeably increased sir%é, the value of

e
l

Most construction financing was provided by the majer Islamic nd certaln

construction financing/loan has been growing at a much st

banks constituted 13 percent of total financing to co ors. Howe s’)r@aller

Islamic banks did not provide any financing% n av‘r e sz@‘rer banks
t

It sho@:z); noted that

UCtL@ ntractors.

t,(\ment of major Islamic
N

banks that they have provided g somtlon 0ucon ors is correct. However,

represented under 5 percent of total finan on

these figures include all types of contNaJt only in

Referring to the theory of |nf ion asym $he

the statement does not reflect the Tslam |nd

Table % nstruc'yu'a Islamlc Banks

Islan s V Conclusion
Bank Syariah I es Q:\)Currently financing construction
Bank Muama N
Bank Centr ya ah ‘,' (,)(-’ Only under Rp 1 billion
Bank Pani Sya ah (_/
Bank K in Syariah "
Bank ri& Syaria f3 é\

anﬂ gan Pensi Nasmn\j@yarlah No financing for construction

ga Syariah \
Aladin
awa-Barat Banten Syariah Financing only within own province
ank Aceh Syariah

ank Nusa Tenggara Barat Syariah
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While the object of financing chosen in the research was state-owned national
road projects, some informants hardly connected their answers to the i
administration. Santoso et al. (2020) found that contractors in Jakarta are a@}n the
lookout for threats in the external environment, and that they typicaﬂyx/e a good

strategy. This is good to improve their position. They are also poten%l customers of

Islamic banks. Santoso and Permana (2021) also found that_the intérnal strength of
sz

ardi gwaning of
L ]

Yw
s confirmed that 'Kér}is no
t % dva@e of the
opportunity provided by the OIC (COI\/ICEW ) orvTe ional i@g;ructure plan
&
(Bappenas, 2019). \ ®)
\ Y

A

N,
6.3.5 Limited Value of Fina% 1’?

astrueture ractors
&

Significant construct'ﬁmncir alu camﬁ}ly from two major Islamic

banks: BSI and Bank % . The finan n;;'val@'from other banks was relatively
- - M - % - -
small, below Rpl b Ih%ln 20 anugmlue of BSM was Rp10 billion, BNIS

and BMI Rp2 hillion,"BRI ion, e%‘the other six Islamic banks collectively

contractors is more important in analysing their competiti

Continuing the discussion in Section 5.4.2.1

‘construction’ and ‘contractors’, most of the Islamic

financing to contractors. The Islamic banks

!
¢
Rp2.5 billio enthough the ee'st e(-RNned Islamic banks only provided financing
N

to their % p ofic ies, th&ilues were still remarkable.

%s revealed from the i@(view that construction only constituted a small part
N

of™di ing of Islamic banks. One informant stated that the bank provided small
inancing value to contractors. An informant from a state-owned Islamic bank said, “At
e moment, our financing value to contractors is medium to low. Hopefully in the near

future, our bank will be able to finance contractors with a wholesale financing value”.
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Most Islamic banks, in fact, did not provide any financing to contractors, much
less infrastructure contractors. Summarising the discussions above, the reasons?ﬂa
low share of construction financing in Islamic banks are: (ﬁ\

— Only two out of 12 Islamic banks have provided financing to fﬂ&wstruction
segment. This financing was provided to general contractorstrastructure
contractors.

— The area of operations of Islamic banks are still lim mhrve not operated

at a national scale.

— Islamic banks have not aligned their stra@ the g n” _éﬂeased

focus on infrastructure. In other Worde haw sed~og targeting
e

contractors or infrastructure constr %’ 0j c?s‘ %
— The value of construction fina s been li

M@ of it comes from

the major Islamic banks Ot amic ban ?e @owded less than Rpl
o w,
Q—

billion in financing to c
Referring to the contr del( gure 3), t alue of financing from major
Islamic banks has not \% bh.j/‘@'ue small contractors, Rp.2.5 billion.

This means that the ic ban|< I only sidering micro and small contractors.
&
¢ (.)(J

6.3.6
af\\
T swer tofh gnd rg%_ ch question on why Islamic banks only have a

Iow of financing to th,bonstructlon segment is summarised in the above
pa h. First is changes in major shareholders. Second, only nine out of 12 Islamic
nks are operating nationally. Third, some banks are only allowed to provide financing

n a limited area. This could be the policy of their parent companies. Only three Islamic
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banks target the construction segment. Finally, Islamic banks have not targeted the

medium to high grade contractors. Y-

6.4 Appropriateness of Musharakah to Finance Infrastructure Co g@s
Musharakah is not a new financing contract or scheme in | ia’s Islamic

banking. It places second after murabahah in terms of usage. & five years,

musharakah constituted between 40 and 45 percent of the Walue of financing

l

contracts.

Regulations on musharakah in Islamic ba in Indo sM&t@ely
developed from classic figh rules. They also co%mm‘gn on nti(! 'P;kaing
?ﬁ'e\j\ amic bﬁs and the

=

d Azigoh (2014).

practices, such as the management of risks Red b

customer’s venture. These findings are al 1th

It should be noted that mushara finaw st ecguaranteed with a

collateral. This condition is clea c@d ip‘ %?
I

)
banks. Collateral is not suppomk assicaMi ules@ IS necessary to minimize
the financing risks of Is mWs (Astriah lubS.%OZL Maulana, 2014), It is also
a practical solution for the_challenge”fagi ﬁ@@rakah financing (Mohamad et al.,
2023). N -
&
This co msit a pe? ?'l inm%-ﬂce of the owners of the Islamic banks. As

Section 4.chates, slamic ban e largely owned by conventional banks. It is
’
itth

diffic imagine, th t théSubsidiary Islamic banks will act against the best

&Y

integest of their major sharehoh'ers (Shahar et al., 2015).

/5

% he share of musharakah contract varies between banks. For example, before its

Qrger, BNI Syariah only used musharakah in 15 percent of its financing activities,
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whereas Bank Muamalat around 50 percent. Some Islamic banks even used it in more
than 80 percent of their transactions. Yv

The customer segment for musharakah financing contract is also d@ One
Islamic bank mostly provided musharakah financing to the trading seg mwhile other
Islamic banks to the manufacturing segment. However, no Islamic bank used
musharakah as the primary financing contract for the cq§r~ on segment, in

l

Musharakah has also been used to finance related*firms Wms of the

, LB, A
yourr P
banks. For example, BSI, whose majority owner is th e, has prov, d[ngﬁg akah
financing to state-owned contractors. \4' .\T
Musharakah financing has grown fh&j In Z@Fnusharakah
comprised 35 percent of total financi anan 2020 ity eas@ 45 percent. The

customers were mostly retail consur%which |n\asewfr lef}percent to 45 percent
jgy N

within the same period. Mea ithe construction segment only increased by 2
percent. It bears mentionin h?nor’,
general. %k

P b o &
@ nks@.ly one informant described the method
eal

particular for infrastructure contractors.

&

here refers to contractors in

From the inte ﬁ%wi
of financing to w rs wi ' m@ﬁrakah concept. The informant explained
: i

that one of the 'methods in pro m{rrw_s}h rakah financing to a contractor is through a

N
dedicat% ccoun ?Iled &oth the Islamic bank and the contractor. After
L 9

the projeet owner disbursed pq@ﬁtg to the bank account, both parties will approve the

:%\ﬁhe money. Another informant did not explain musharakah financing in a definite
e

r, stating it can either be given as a monthly stipend or based on the contractor’s

dxeferences from the project owners. Their explanation of musharakah financing to

contractors include the requirement of a guarantee.
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As for the readiness of contractors for musharakah financing, it was found that
they still had limited awareness and knowledge of Islamic banks. Informatio?ﬁut
Islamic banking was still obscure to them. The information provided by tlf%&cher
during the interview was insufficient, as time was limited. The researchG*only able
to explain the basic definitions of terms relating to Islamic banking.

Musharakah as per Islamic accounting standards and thi Mre is defined as

joint venture, coordination, or partnership (Sections 2.2.1 a '2). The uniqueness of
infrastructure construction works requires contractors te, coor in.z?(n\vd different
23

VN \joint
the\mys:harakah
poo\ant rketin@g:\t has never

been touched upon by Islamic banks. t-He}terviews cate@*hly major Islamic
A

banks have opened their doors for c@%tors. \T A
el

parties in different places and time. Contractors are Hiar with joi

operation, and sub-contracting (see Sections

model has already been practiced. Howevefythis

It can then be inferred t re coptractorsyhave not explored various

&

solutions to their financing edxrhe, e only begn_aware of conventional banks.
For Muslim firm own% ay belpro mﬁti'sbt appears that the reason for the

4 $ &
contractors’ poor @ss is lt f prgolion from Islamic banks themselves.
Because they d% us o struc@’segment, they do not approach the firms
:r

at all, exce

T
con ion segment. >
sadigniegnen. .C5

\Nne general concept of interest and profit-and-loss-sharing financing cannot be

igested in an hour, and what is offered by the Islamic banks will not be the same as the
esearcher’s own explanation. This may related to a debt or capital theory (Shahar et al.,

2015). The lack of awareness towards Islamic banking products must be addressed as it
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has become an important issue highlighted by the Islamic financial authorities (OJK,
2021c). Thus, it may be assumed that the contractors are ready for musrw
financing if they are approached by Islamic banks, just as they are@o be
interviewed for this research. *

All interviewees are familiar with conventional banks, as theyyhave used their
services in their personal and professional lives. They believe that interest-bearing loan
IS a necessary concept. Furthermore, the oldest bank e our]try, certainly a

conventional bank, has been operating for more tha 0 ye rst course,
L ]

contributes to their familiarity with conventional banks. ' _\‘-}
Promoting the musharakah contract is

banking industry. Musharakah is a compew

avoid interest. A strategy to promotémusharaka

capital method (A. A. Rahman et aICgSO). \Y

6.5 Researchlmplicatiow\ IA}

6.5.1 Implicationst% ics "pj“l 0
&

Constructio&&fmmorl \est fint GSI!

focuses on the entire Stages ucti(@‘fom

did m&erature investigated@ractors, especially with regards to financial needs.

\Jdies were typically carried out by project management schools. This study
ocuses on two entities — Islamic banks and infrastructure contractors — to examine the

xtent to which the financial needs of the latter are fulfilled by the former.
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As found during the literature review, most studies on Islamic banking focused

on its internal operations and their impact on the external counterparts, such T’r

deposit and financing customers. Meanwhile, research on project finam@&n

Islamic viewpoint was conducted from the perspective of the owners; it involved

an
the financing of the entire phase of the construction through various Shariah-compliant
means, e.g., sukuk financing. \)

However, there was less research on issues on c;tra ors’ side. The
contractor’s issue was found in two studies, as discussédyin th Iiwweview, in

L ]
S o | iy

which financing issue was one of the findings. There his researc ded‘@ Issue

' 4
and proposed a solution. .\T

The researcher also kept abreast of%the latest eiudl that Yqated to the

research. A recent study discussed tra&rs locate

Permana, 2021), while another study_discussed \m%or aroL d the island of Java
N,

(Suharjana et al., 2020). A disx% pro&)sed me fi ing strategies for small-

scale contractors in Nigeri megi, An discussed home financing

ther is'sﬁ-b’to research on Islamic banking

g ’ &

financing to contKwn pz@m nfras ure contractors.
&

\ P ' C!?(J
6.5.2 Imp!'!c ons to the Isl iC‘B@}knglndustry

NN
rch id fron-&atistical reports that showed retail financing is

(Ibrahim & Sapian, 2 wever,

higher than corporate financin@rther analysis revealed that the corporate customers
aE\ﬁHed into several business categories, following the category classification by the
uthority. The research analysed only the construction industry. Islamic banks have not
cused on a specific industry. It was found from the interviews and annual reports that

Islamic banks focused more on personal murabahah financing.
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Interviews with the infrastructure contractors also revealed that they had low
awareness of the products of Islamic banks and their readiness to provide fin?ﬂg.
Thus, the study found empirical evidence that Islamic banks have not pr@their
products to, or sought to increase the awareness of, infrastructure contr*

This study highlights that there is a segment which has not be ell served by
Islamic banks, namely infrastructure contractors. While this stud s carried out in
Jakarta, the same condition is expected in other cities in In Rt)

idering that the

interviews were carried out in the head office of Islamic S. By ng this gap,

Ly
the increased share of financing to infrastructure c@rs would i a$ @erall
v
This study also revealed that not all I% ankx\in onesia,é;gble to carry

t th@w%y are owned by

h
provincial governments, can only o@js within V/n ravinces. Another Islamic
N,

bank has just initiated operatio%chan&ng oy
ready to operate nationwid?ff\give\lr erefore, @ight of 12 Islamic banks are
able to provide financi% astructure ¢ zicmb'

d &
Musharakah \ﬁ;\found It \a\ hall(ﬁiﬂg contract to offer. This study has

financing share of Islamic banks.
out financing activities. Three Islamim due to t

nershi eral times, and it is not

o

e 351

specifically disw’ss\%he i 'the @fﬁtunity for infrastructure contractors as
potential cu (%. ﬂ? b (J‘-')
o@mic financial literacy. Some recommendations

¢
T%k are dlso_r dt
Yv

hav proposed on how t@ease financial inclusion, particularly to support the

ent of Islamic banking financing. These recommendations may be
Q emented to increase the awareness of infrastructure contractors as potential clients
f

Islamic banks (B. Santoso & Meera, 2017; Triki & Boujelbéne, 2017).
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6.5.3 Implications to the Construction Industry

The financing needs of the construction industry has been a topic OW
research, but typically the studies focused on the entire construction project% eans
that they perceive contractors only as a component in a given project, a subject
that requires special attention and faces the same issues as the construction project itself.

The same explanation was gathered from the informant from theflslamic financial
authority. He explained that construction and contractors ml ’)roducts, unlike
food, fashion, or tourism. However, construction is an element tha tho support
| S

=\

e % sub,i\eyf'of much
T

ntract@vere assumed
hou@"? obstacles, when

in fact they have to first win a proje face fm\i&l?o tye'{}rts prior to starting the

wWor 0 '} q

The financing contract,_fou to[ e best for @tractors is musharakah. The
n

such halal products.

The literature review showed that contra

research on financing, especially Islamic bahking nanoﬁng.

to be entities that are ready to execut str&tion plan

-

d c:léc tracts of contractors share some
cific od, assets can be brought into the

similarities. Botr@dmgl .

partnership, paw ne 'deas,e}%i' labour can be coordinated. These can
¢

enable the pfs%went dus ftﬁe ecs?materials. This study has discussed how the

mushar%
neqtho

| f tructi @\;f
ele a construction pI’OJ\

NN
tractfan h ontr&rs perform their duties in cooperation with other

6& Limitations of the Study
The study was completed with a time constraint, as the researcher was pressed for

time to complete PhD. Financial resources were also limited, hence the necessity to
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shorten the research period. During data collection, Covid-19 was at its peak. This made
data collection difficult, considering the physical distance between the responde

researcher chose Jakarta as the study location because the head offices ofit mic
banks and contractor firms are located there. However, there are nAgpntractors
outside of Jakarta. Finally, only infrastructure contractors involvedin national road

projects in 2021 were chosen. It will be more challenging if o;Eerslﬂ%structure works

were included.

6.7 Recommendations ¢ '_\O}
6.7.1 Recommendations for Actions 4 T

The Islamic banking industry has go lear'stra

Islamic Banking Roadmap 2020-2025: owa/er, the o onséﬁlts in the reports

are not satisfactory. The researcher ﬁgsmends \'he% S y@‘be an open evaluation

N,
of what was planned as the stra%that fﬁe suceess ratq'cs)publicly available.
Another strategy rela Me &%}

]t slam's‘\&nking is the halal economy
I

masterplan. However, of ha

yet to cover industri roductsl \" é.}
The gove@as \DQ}d a rcs%rhm-term plan on infrastructure, but the
Islamic ba %not ee‘th ﬁv@ce?nent in this plan. Infrastructure projects,
S

particul%

Islamic hanks should perceiv@'dn projects as opportunities to expand their market

pro }t@ is@ll confined to personal needs and

NN
praje f recw&g, as roads must be repaired and maintained.

sg\
: Marketing activities are among the solutions to propel the growth of Islamic banks
Indonesia. A recent study discussed integrative Islamic marketing. The findings

indicated the emergence of five major themes, namely Islamic marketing and its
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perspectives; activities in Islamic marketing; opportunities, controversies and
challenges in Islamic marketing; Islamic principles; and determinants of con?ﬂ’

behaviour and awareness towards Islamic products (Shah et al., 2022). ('}

6.7.2 Recommendations for Further Research Q

Future research may study musharakah contract in a b Mcpe. This study

has limitation due to the pandemic, forcing the intervie it Islanric banks to be

ings. Owher hand,
"X

he intefvie oridi'&@n}ln the

conducted via video calls, telephones, and informal

interviews with the contractors were carried out direc

Islamic banks and in the offices of the infras cot&&:t as d@gFent. The

pandemic has limited the interview time to Jnealthrand safety p@;‘c:)ls, such as
&

physical distancing and working from%) O

Contractors are classified bas{qsheir spe'\l'bagon ,hzs\esearch focused only
E'Sy N

on infrastructure contractors. F dies %ay consider @ding contractors because

the method of work is almqismkir (l , build, a ). Private sector works may
be more challenging a ion is not op t6 th@ublic. Buildings can be classified
4 ¢ &
e houges, h

into several categoriwr insti , &iﬁg complex, shophouses, four-storey
building, ten-str@ldin ' i 'tility(tgﬁ‘fding, and so forth.
¢
ff) 2 9
Q- ﬁ &
6.8 Cganclusien S (e é\

ic banks still see c@étors as their future customers. Contractors are only
s%%a part of a construction project. The Islamic banks also defined contractors as
ousin

& ing developers. Thus, contractors are considered as a group of workers who carry
ut the demands of a household, not who are working in professional corporate

operations. Most general contractors are financed using the murabahah contract.
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Infrastructure contractors cannot be easily identified because most do not publish

information to the public. In fact, most do not have a company website. YV
In practice, the halalness of infrastructure construction has never @ued
Infrastructures project like building roads are very important for the op of entire

industries or communities. Construction and contractors have barely %n the focus of
Islamic banking experts and practitioners. Moreover, infrastructure tractors are not
seen as independent entities, but rather as necessary ;enti attached to a

construction project.

The interviews indicated that only one S dealt wi |Mr3\®cture
contractors. This bank has now merged wit a or 4s anl%‘&)ntractor
financing is expected to continue in the fuw Id?mr anks Yzr~ed that they
have no intention to finance contrac ey focus ma@rsonal financing.

There is no indication that they wi n therr \rwgth g government’s focus on

N,
the infrastructure sector. There Is mic banks anaga Il focusing on financing
\{o

retail customers. \

Ideally, Islamic% should #ISH d business relationships with
contractors, in parti mfras‘r ntra &9’ as customers or at least as potential
customers. Suc Shl dev d based on a proper marketing strategy.
This is also eme atlon 1{ ('\zth strategies established by OJK. This is in
I|ne WI'[ tegysof | g to provide services to all customer segments
(OJ Oa), objectives of thet%*t’amrc Economy Masterplan (Bappenas, 2018) , and
t asing focus of the government on infrastructure development.

Musharakah which is the most preferred profit-and-loss-sharing sharing contract
Islamic banks, is the most effective method to support partnership and joint

operations. With proper marketing strategies to improve the awareness of infrastructure
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contractors on musharakabh, all parties involved in a construction project can harvest the

blessing (barakah) of non-usury financing. Yv
In conclusion, the researcher hopes that this thesis — God willing — ¢ \seful

reference for Islamic banks, infrastructure contractors, Islamic finanﬂk;tltutions,

and academicians. Y '
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