CHAPTER 5

FINDINGS c\:
5.1 Introduction Y'

According to Sekaran and Bougie (2016), qualitative dawin the form of
words. In this study, the data were interview notes that ans d ere earch questions.
The collected data were analysed to make valid infer analysis
according to Miles and Huberman (1994), as cited i aran a |1 ( _&@Yare
data reduction, data display, and drawing co cIu5| Megri d T&m (2016)
explained that according to Flick (2014), t rocess otﬁa\lysw i ssifying and

interpreting the linguistic materials.

As stated in Chapter 3, this ud coll g us @he interview method.
o
Interviews were carried out ree frou f r@ndents Islamic banks,

&

infrastructure contractors, and I auth . The method to define the

respondents has been descr b; in Chapter 4. Th@lmg technique was judgement

sampling. \ \: “Cj/

In previous‘c rs, t her h@cribed Islamic banks in Indonesia and

!
selected 11 |n nts from Isl igha ﬁQThe previous chapter has also described the

contractzg’%the ryet 0d4o i en@ respondents from infrastructure contractors. It
nted

how the mformae\)jgm the Islamic financial institution (KNEKS) was

S§N The respondents for the semi-structured interview are summarised in Table

S

also pr
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Table 5-1: Semi-structured Interview Respondents

Institutions Population Respondent Time Perioh.
Islamic Banks Population: 12 8 September 21‘
Excluded: 4 (no office K
in Jakarta (2); no %
response (2))
Contractors Population: 27 17 October 2
Excluded: 10 (5 wrong
address; 5 no i
available informant) b

Authorities Population: 3 1 ‘ November 2021
After the interviews were conducted, they were tr ibed. S@d Bougie
(2016) suggested that the interviews should be immediately transcri s thqhthe
I | o) | &
researcher can still recall important data. In this , the use ofidifferent m'éd-la, such
’ b 3
d han@ﬁtten notes
e akllge{memorize the

proeess, the researcher

helped the researcher to transcribe, as the GWer

contents of the interviews. ThrougMe transcri

repeatedly reviewed the recordin d ot%s%'ﬁt rvi &After transcribing the
o

interview data, the researchQ\ tifi?%jeme % their relationships by

identifying the patterns, pro , commonalities, a@iﬁerences. Thematic analysis
'S

i m%er-assisted qualitative data analysis

software. Accorc@%uest et al. (20122? cited in Creswell (2014), thematic

was performed by identifying codes

G

4

. "
analysis is “a Mt way of or nl:{ingcg.vbading some interview material in relation

to specific questions) These ngs are organized under thematic headings in
£ et

ways tha pt to do justi

pr% ions of the intervie

earcher. This process is repeated several times to refine the explanation and

Oerpretation of the data (Creswell, 2014). Table 5.2 shows the six phases of thematic

B

bothto the elements of the research questions and to the

o

. This is a vital part of the reflections undertaken by
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analysis proposed by Braun and Clarke (2006), as cited in Sekaran and Bougie (2016)

and their application in this study.

Table 5-2: Six Phases of Thematic Analysis

N

No Phase Description of the process

Application ifrthis study

1 Familiarising
yourself with
your data

rereading the data, noting
down initial ideas.

Transcribing data, reading and

The researcher transcribed all the
recorded interv . The interview
data and transcription were first
listened ton to get an

overvie\YW respondents’

answers. The data were then
i nd refld again to

2  Generating
initial codes
across the entire data set,
collating data relevant to ea
code.

3 Searching for
themes
relevant to e

~NJ

Coding interesting features of
the data in a systematic mode

Collating codes inNt tial
themes, gatheging all data \c

tential Td with similar meaning or
theme. £ content>The researcher merged

“ the 6ddes until only a few codes

irm the overview,
The fesearch rcw‘line-by-
line coding by assigning a.c\B'(Té to
n

cie. vant
sentences were |gh|ig{1r . The

nitial ¢odes were dane'inductively
? ¥ a d‘dsd{ ely ba%,‘én the
etr’s re\gé? f the

searcher’s

ge cow by putting together

r ned.

4 Reviewing Chec 'Xe th nﬁwb*
themes in ré% f
e

esearcher incorporated the
des into relevant themes.

5 Defining and&)n
naming t N speci ¢
the dverall’s

X,

efinitio a@ames for
eme.

ry the“analysis
ra%icng@_ls;e?r1

At this stage, the themes
surrounding the objectives and
aims of the research were
formulated. Three themes and
several sub-themes were formed.

e final opportunity for
analysist.Selection of vivid,
compel
final analysis of selected
extracts, relating back of the
analysis to the research
guestion and literature,
producing a scholarly report
of the analysis.

6 Produ the
eport

g
NI

g extract examples,

The data analysis was completed at
this stage. Upon completion, the
researcher connected between the
themes and reported the research
findings.
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5.2 Reliability and Validity of the Research

Sekaran and Bougie (2016) defined category reliability as the extent towm
judges are able to use category definitions to classify qualitative data. I% and
Tisdell (2016) explained that reliability is the extent to which the findin onsistent
with the assumptions and theory underlying the study. Y'

To ensure the reliability of the study, the researcher defined“informants as the
individuals who are able to answer the interview questi X.w hold relevant
positions in the Islamic banks, contractor firms, or Isla inan 'alw% P%clr to
the data collection, the researcher conducted a pilot s 0 ensure t thls i_rkfe}nants
were able to understand and answer the intervie ols{ ce, i \/Xs' ensured

that the question did not concern anything cenfid tial,u\uch the iq@;gnt’s private

matters. \% O<<

The researcher further ensu e reI@o‘th udy by comparing the
N,
answers among the informants%win thet their ers corresponded with

con@rs, the researcher referred to

each other. For example, \/\%L rvi
the projects that were he criteria for th@ection of the sample firms. The

4 ’ &
informants should Wthe\ﬁd\ rojects.well. Similar answers must also be

obtained from other form anotf@b&ample, informants from Islamic banks

¢
must be individtuals who have It‘\'/vitej struction financing, not random informants

N
who we% g to join.t Eesearch!?rocess.

&ran and Bougie (20@defined validity as the extent to which an instrument

‘@s what it purports to measure. It may refer to the accurate representation of the
0

cted data internally and their generalisability to other settings externally. Merriam

Qd Tisdell (2016) explained that validity can be increased through the use of
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triangulation, such as collecting data from multiple sources and analysing, comparing,
and interpreting the information gathered from the interviews.

The researcher used triangulation by reconciling the interview data t(y}ptive
information from other sources, such as the annual reports of the Is anks and
online news articles about the projects and contractors. For example, When conducting

the pilot study, the informant explained some suspended proj ch motivated the

researcher to further explore nonperforming financing. a ther' example, after
visiting a contractor, the informant stated that the ro roject that.the researcher
oy

referred to was not the only project that they were wi on durin 'e[@Aﬂer
corroborating with other sources, the researche his information to.@@orrect.

?‘l‘
5.3 Grouping Interview Transcn[\ O

The interviews were originallﬁsductedm&es' r)dlwvas then transcribed

N,
in English. The transcripts Weraémneaed tosthe rezQ objectives. Parts of the
obj tives%%e noted and highlighted. This

is’de'luom). The researcher used the

transcripts that were releva th

process is known as % M

computer-assisted litative I

researcher initi plamned ivo, he software cannot be accessed outside

@
of the unive betw kd
which \% kloa(ﬁaufy%the

can Qessed offline and o @é the university’s network. The interview protocols

(=

t{e @}‘t.t?e of the license. On the other hand, Atlas.ti,

NN
L@ersity’s software repository (vdi.usim.edu.my),

f th group of respondents were combined and linked to the research objectives

0 re 5.1).
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N3

Interview Protocol and Research Aims Relation

Respondent

Questions in Interview Protocol

Aims in Research Objectives

F

1.How does the bank view customer
segmentation in the context of financing?

2 What i1s the present priority in financing the
infrastructure confractor segment?

1. To Know Present practices in
financing the contractor

Islamic Banks

3.What is the bank’s view about the importance
of contract type (agad)? Which is more
important, confract type or customers’ need ?

4 How does the bank currently implement
istishna financing, especially for construction?

2. To understand the cause of low
financing portion to construction sector

5 How is musharakah financing withdrawn to
construction businesses?

6.0pen issues in contractor financing 7

1.0Does the company has account in Islamic
bank? current account or financing account ?

3. To ses the properness of musharakah
for financing the contractors

2. How does the Islamic bank performing the
service in financing 7,

Contractors

3. Any Islamic bank offering financing 7 in a
good term 7 Cost of financing, other facility

4. Financing from Islamic bank ?
Murabahah, Mudharabah, Musyarakah

5. Any issue about Islamic bank that may be
interesting for discussion 7

1 What is OJK's agenda for financing the
contractors from Islamic banks 7

Anthorities

AN

2 What is the restriction on proposing a new
model on musharakah for contractor's
financing from Islamic bank ?

3.0pen discussion in musharakah financing for
contractors

Figure 5.

&
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5.3.1 Narrative Inquiry and Content Analysis

Merriam and Tisdell (2016) stated that at the heart of narrative inquiry is tlw
humans experience the world. Narrative inquiry is a research techniquecg}idles
experience through stories. Sekaran and Bougie (2016) defined narrati@%ysw asan
approach that aims to elicit and study the stories narrated by peopleWthemselves
and their implication on their lives that are collected through i%\#& The approach

has been used by Rook (1987), Mick and Buhl (1992), S msyn and Arnould

(1998), and Denzin (2000), as cited in Creswell (2014). esearnche he content

analysis approach to analyse the content of the text xt was/cod mfo @ones

and then analysed using conceptual analysis or al n karanv%' Bougie,
Y-

2016). Merriam and Tisdell (2016) expla d that coe?ng t int gorles is the

most common technique to uncove me and patte and@ answers to the
o~

")0 i
>0 E
S

research questions.

5.4 Themes and Sub-th \ I
Based on the mf% gathered fr th rV|ews with the three groups of

4
respondents, i.e., ic baié:jc?sn racto nd Islamic financial authority, the
!

researcher reve d S tlng e research objectives. The themes were

key in anal e large vo J of, qu Iltatlve data. These key themes subsumed
thh

\
several s. goncl s weq‘}hen inferred from these themes and sub-themes.
L 9 o
The hase of the study \vl%-’(o present the findings. To reveal the themes, the

&tn}ﬁer used Atlas.ti, as specified above.
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5.4.1 Theme 1: Connection Between Islamic Banks and Contractors

< Connection Islamic Bank &
Infrastructure Contractor

Contractor Do Not want any

Contractor is not our Target >IC literation of IB ~IChave IB ? _howICinIB?

Financing
G G G G
G
D D D D

o

Figure 5.2: Connection between Islamic Banks and | sticture Contractors

The theme emerged from the questions to Islamic banks and'cont s,T first
question to the contractors was whether they own @c bank ac t'TJ:teiRlamlc
banks, on the other hand, were asked on how e»t\ ncing~contractors.

ther ontractor had

These questions were then linked to each Mestatﬁish
access to the Islamic banks, and in co@ether the Islamic @(s had considered
the contractors as their customer them e ed tJ(Nlnk between the two
parties: one as the service pr r (Isla c ban é‘nd% other as the service user

R

(contractor). The service p s fun gem@s in the sense that the Islamic
bank be either a fund rw or ow .In sJ.cI ity as a fund manager, the Islamic
bank manages the of the| c or on ehalf In its function as fund owner,
the Islamic ba | e f| tp the C tractor

To c irm heth Is m{c a ks had access to contractors, they were asked

Whethe fere(f' t qutlons to contractors. Similarly, to establish

Wh contractors had acs@ to Islamic banks, they were asked whether they own

ab)

n nt in one or more Islamic banks. From the first question, the researcher would
er information on how the bank has offered or provided financing to contractors.
he purpose of the question was to know whether the Islamic banks and contractors

have been in a financier-client relationship. As for the second question, the contractors’
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responses would either be ‘yes’ or ‘no’. If the contractors answered ‘yes’, the researcher
would further ask the type of the account (savings or financing). The purpos

second question was to verify the first question and to find out whether th@ttors

own a financing account in the Islamic banks.

5413 Sub-theme 1.1: Contractors Do Not Have an Islamic Bank Account
For the first question, the contractors were asked wh %;h d an account in
any Islamic bank. If they answered ‘yes’, the researcher Id a tw‘f account
(savings or financing). If they answered ‘no’, the cher woul oritir@o the
second question, which was related to the a S of\ actoQGbout the
financing activities of Islamic banks. But ifw cond @Ton was also
negative, the researcher would immed engage in an disetssion about Islamic

bank with the respondents. This w W picall \pp% [ tj(\rnformants were non-

Muslims, such that they had nts |n an elanzz@ank and unaware of its
%terarr
ion

financing services, procedu
The purpose of ; was to ﬁr ether the contractors were in a
d
at|ve

relation with any c an ! onse would indicate that they in fact
had an establl ed atio h atyjét’slamlc bank, which means that they
understand e ations, p Q}Cdaermlnologles used in Islamic banks. On the
contra ing ZEM d eit 1ndlcate that the contractors were unaware that

Islam&nks provide financ@t() contractors, or they did not prefer the financing

p of Islamic banks.

Q The interviews revealed that only two out of 17 contractors answered own an
ccount in an Islamic bank. When further inquired about the type of the accounts, both
replied that they were current accounts. Of course, it was not possible to ask further
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questions about the bank accounts of the 15 contractors without an account in any
Islamic bank. This means that only 11 percent of the contractors kept their oper
funds in Islamic banks. The two contractors were expected to be fami@ the
services of the Islamic banks, at the very least in terms of their savings Services.
This finding supports the statistical reports of the Indonesian financimorities, that
Islamic banks only have a small share of corporate customers, Likewise, ADB (2015)
stated that Islamic banks in Asia are facing various ch Y

. an' there is much

opportunity to gain clients. The government and financialauthoritieS-alsg play active
23

roles in promoting the development of Islamic banks. ' _S
4
s %

5414 Sub-theme 1.2: Contractors ah@;r ic Bé;gr:g Products
The next question was to know hny ban ppr@%d the contractor

to promote their services. The purp(@ﬁthis que\Em\Was /€O irm whether Islamic
ﬁ y N,
banks have actively promote%ervi&es t mspée’iu"?e customers. If so, the

contractors would likely be%hf tT oduets of ic banks, especially having
anks/thé

obtained such inform% the“ i msa)es. This would also mean that
N
m(it g their services well,

Islamic banks have Ubgu)ro @ . é
The second question ™~ 's an d-é}ﬁr‘nic bank promoted its services to your
¢
company?”’ %onti atio fﬁe{i_}(r;? Even if the contractors had no account in
NN
k

hat th&were aware of the services and products offered

Islamic s, it is still
by th%mic banks. By askir@'r‘s question, it is possible to confirm that they did not

cE&slamic banking products for one or more specific reasons, not because they
c

& ompletely unaware of Islamic banks and their products.
The findings revealed that two Islamic banks have promoted their services to two

contractors. One Islamic bank promoted their savings services while the other personal
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vehicle financing. No Islamic bank has promoted musharakah financing to the
respondent contractors. These answers were obtained from two contractors wit

Islamic bank account. Therefore, the contractors appeared to have little @ss of
Islamic banks and their products. Consequently, it was not possibl k further
questions about the financing or proposed musharakah model becam contractors
had no knowledge of the subject under discussion, which disallowed the researcher’s
plan to promote the services of the banks. Including the re SY;t e first question,
only four contractors were aware of the services of Isla ank tw% fact that
they had savings accounts in the Islamic banks, nother ftw 0l'1 ‘%}gi‘rect

promotion of Islamic banks. As stated above, f nd% sw@o to this
Y.

question, the interview continued with an w ussiw\n about Islané‘banks.
\3 ®)

5.4.15  Sub-theme 1.3: Contr Do I\ﬁnﬁﬁ

g%hey i

/

E}ﬂg from Any Bank
Contractors need fundin n a ¢entract over labour costs, down

payment of materials, and h! pz:I nts for e@ent rentals. These costs are

typically covered by t)% aym:e‘ of the br@ owners. This disbursement and

'3 &
reimbursement pro&hwill cmlt \g e piéot progresses until its completion.
tor

Two cont idn ank @'fcing. These contractors understood their

¢
limit well. Bshng to the s eﬁraﬂs( 2), whose limit is below Rp50 billion. One
I ¢

NN
contrac% We maln that wé\will not go for bank financing until future years.

We will“manage the fund eff@vtly, such as negotiating with material supplier or
e Xnt owners. It’s only labour that we can 't bargain”. The other contractor firm,
h had previously received an offer for personal vehicle financing from an Islamic

ank, explained, “l was approached by an Islamic bank officer for personal vehicle
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financing. However, | decided against any financing from any banks, whether Islamic

banks or conventional banks. 7 don’t want any financing or loan”. YV
The finding suggests that some contractors were averse against external fi ing.
Instead, they managed their funds well. They also negotiated with m suppliers

and equipment rental firms so that they could make their paymentsfafter receiving
payments from the project owners, instead of paying in advanqi.\,

5416 Sub-theme 1.4: Contractors are Not the ity ofiIslami¢’Banks
L ]

spectiye, th's E@‘Ieme

se% he I%%ic banks

iorioﬂ. Theypurpo the question

was to determine whether the Islamic Wa'rently ha
are considering them as potential cﬁﬁers. The\rpo}ig e
[

N,
to the first question asked to co . Howeverthe WO@ was changed because a

The above sub-themes were from the contracto
was from the viewpoint of the Islamic banks. T

were asked whether financing contractors

ntr@s as customers or

@question was similar

similarly worded queSﬁO‘%‘DT u have a@ frastructure contractors as
customers?”’) could alr swered fro reé!dmbhe reports of financial authorities
4 F &
and the annual reports,of the Islla \be.n S thﬁsﬂives. Those reports already provided
some limited information con@ﬁr clients. Therefore, the question was
¢ I ‘..)
rephrased to he research t(f'ga@r specific information about the clients: What
e ;E

NN
is their ificiconstrticti yb-segth\ent? Are they state-owned or private contractors?

Yv
Whgﬁheir grades? What i@r specialisation (e.g., infrastructure or building)?

%\Me informants from the banks responded with a negative answer, either directly

6 directly, such as saying, “Our focus is on digital banking,” “Our financing priority
0

far is to finance the micro enterprise segment”, or “Yes, we have financed the
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construction segment, but it is currently limited to housing, shophouses, either for new
construction or total renovation”.

Only one Islamic bank answered that it has financed infrastructure@&tors.
The informant described clearly the type of infrastructure contractors, ethod of
selecting the contractors, and the method of controlling the cash ement of said
project. The informant further described that, “So far, em only financed
infrastructure contractors that are currently working e Yproject that we are
financing. For the payments, we control them in on cou iw‘we have
authorisation; however, the value is not large”. ' _\‘—}Y‘

Therefore, it can be concluded that most nswers he Islamic banks

N

hvxco ctors @ant have any

account in the Islamic banks, and the Es Dovided n cifi@ ers on whether

they have financed contractor A or (gj genera!\ﬂrw_st p@'e contractor.

N,

<GS
5.4.1.7  Sub-theme 1.5%f P, oti fro@mic Banks to Contractors

as Potenti ers ( 0’
4 ¢ &
This theme %fso genelr m theégc.énd question to the contractors, “Has
an Islamic ba omoted it i 'to yttt}(c’ompany?” The question was intended to
¢
reveal whet g@wic banks have &T)p@}gaed contractors to promote their services. As
% NN

discuss% -thegfie, 1. iny tw&slamic banks have promoted their savings and

per ehicle financing ser to two different contractors. While sub-theme 1.2
ics

h%}hted the low awareness of the contractors of Islamic banking products or

and the contractors corresponded with eachyot

ices, this sub-theme highlighted the poor promotion of Islamic banks of their

&
roducts and services to contractors. As revealed previously, the banks only promoted

savings and personal financing services to the contractors, the latter of which is typically
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carried out using the murabahah contract. Consequently, musharakah financing has

remained unfamiliar among contractors. Table 5.3 summarises the first theme

sub-themes. ('}

Table 5-3: Theme 1 and Its Sub-themes

Theme Sub-the
Connection between Islamic banks and Contractors do not havi Islamic bank account
contractors

Contractors are avw Islamic banking
products ,

Contractors want any financing from any
banks w‘

Contractogs are not the priority.c tomer?vf
Islamic b ! (,}

Lack ic anlkto

contractors.as potential customersy™

NY
5.4.2 Theme 2: Construction-Contr Nanin;ﬂ é

a !
l(,.}{ontmdor Construction Meanings .

] ] | | L} ] | | ] | |
A\

n L} | n
./:‘ Construction Contractor Meaning ]. ./:‘ Contractors customer selection I. ./* Limit of Financing I. ./:\ Contract or Cash first ? I.
| /.

"/

v 1 P
\%lre S.M#sis oé(eme 2 Using Atlas.ti
2 9
This@concer sthegv
’

ieit{&ferstanding of ‘contractor’ of the interviewees.
The x generat froﬁ SQ/RYaI questions and answers addressed to the Islamic
a

Islamic financial mority. Besides the direct answers, the theme also

baﬂ&
A@d from indirect answers and open questions to the Islamic banks, where they

Gd various definitions, examples, and models to describe the meaning of contractor,

construction, developer, project, and other related terms.

143



5421 Sub-theme 2.1: Construction, not Contractor

This theme confirmed the literature review in Chapter 2, that most stu?!n
construction defined ‘construction’ as the building, property, or outcome %\orks
of the contractors. On the other hand, the contractor, builder, developer,‘?&ter, body,
or company responsible for the construction rarely became the subj&c?research, as
there is little research on the financing needs of construction firms of€ontractors.

The pilot interviewee referred to the bank’s previou mi

cr project whose

financing had stalled without mentioning any issue from'the cont CM-’ only the
uction las d)lg{-&?the
re @ I prq@f notto a
specific contractor. Two informants from tw i k alsqé(‘ggd that, “We
also provided the financing for the co@ oad@anten province,”

and, “Our (Islamic) bank also secur%issuanc\l’su%k u@he construction works
33! N,

as the underlying asset”. A sir%leme t waszalso rr(;@by an informant from a
provincial Islamic bank Witlﬁ\ﬁkioe ilJ ar ftera?@vering the interview question
n P

briefly, he mentioned; k al r id{ad@dicated financing with another
N £

Islamic bank to fi’r@le t
‘infrastructure w ra
[

He mention oviding/financing {) cer}(?actors for the construction of public schools

and pub(c&), itals. & D)’ g

Qy, the Islamic fi @al authority defined the contractor as part of

c tion, not as a specific object of focus. In discussing halal products, the

:'n mant expressed that infrastructure construction, such as logistics infrastructure, is
e

backbone for the success of the halal product markets in Indonesia. Here, he did not

construction side. The informant referred to the ¢

contractor. The discussion was about financing

Centréhva”. Another informant referred to

lic buildings owned by the government.

o
—
-(D
ol
wn
o

distinguish between contractor and construction.
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In summary, the meaning of contractor was understood differently by the
respondents. This could affect the quantity or quality of information gathere?ﬂm
infrastructure contractors. Moreover, the infrastructure contractors thems@d not
make their information easily available to the public. From a sample O*ntractors

only two had a company website. As a result, the researcher was unable to conduct

\X

54.2.2 Sub-theme 2.2: Contractor Should be Inv in oManced by
L ]

initial analysis prior to the interviews, save for the two firms.

the Islamic Bank
This sub-theme is a continuation of the
contractors must begin with a common def itio

Specifically, the term ‘infrastructure wa

road project. A

As discussed in sub-ther%o ly %ne Istamic ngk)\answered the interview
question properly. An inf \fro a-jg\zgﬂamlc bank explained that
financing is provided qtltracl i H iority given to contractors who are
working on a pr mnced lr kin 4Q(;rm of sukuk. He further explained,
continuing fro -the .1, that his bank had provided financing
foratoll p eco tract Cl*l’ tly‘working on the project that we are financing

5;

NN
ed far financing by@ bank”.
L 9

efore not all contr o@{ have the opportunity to obtain financing from this

is beln

I ank So far, only this Islamic bank referred to ‘infrastructure contractor’ with
ts“proper definition. As a result, it was able to provide useful information to the

Qearcher.
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5.4.2.3 Sub-theme 2.3: Limit in Financing Value
Another aspect gathered from the Islamic banks was financing value. Thlsw

extension to the data described in Section 4.1.4 regarding the financing \o the

rs,

infrastructure construction segment. Each major Islamic banks provide than Rpl

billion in financing to contractors, whereas five smaller Islamic banks collectively

44

provided less than Rp1 billion in financing. This theme was gqurate rom the answers

to the question, “What is the priority of your bank in finan c trac’ors‘?”

An informant from a state-owned Islamic ban id, « thent, our
@

Yw
in thelnea tL're@bank

le_finangi val@Another

N

informant from an Islamic bank owned b inciﬂl governme ted, “Values

below Rp1l billion ($71,428 or RMZBE@ still un e a@ty of the branch.

Contractor financing is only autho n our he e r],@ﬂdung), but the value

financing value to contractors is medium to low. Ho

will be able to finance contractors with a

is still below Rpl billion™. T II financi Iu en when accumulated,

S

remained small. I
g the

gj evis @
\Nﬁ t ﬁlmg or suspension of projects by their

Another topic f er
he
e pro&%ﬁs to all parties involved in the project,

in
issues gathered fro @nfomr
owners. Projec usp
liers, equipment suppliers, and financiers.

including EE c rs, ater
\
Therefo infor. cons*ic@ed the risks of construction projects whose

Y-
conm&s will be financed b@’lslamlc banks.

e informants seemed to still be wary of financing the construction segment,

0 ially due to the high level of nonperforming financing in 2014-2016. As reported
y

OJK, nonperforming financing was at its peak in 2017 with 9 percent. However, it

nonperforming financing. The

should be noted that such a high-level of non-performance was experienced by only two
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banks. Even then, they were able to significantly reduce the figure in subsequent

X
O

The theme emerged from the Islamic bankers’ answers to the union, “Which is

periods.
54.2.4 Sub-theme 2.4: Agad or Fund?

preferred, financing to contractor using any contract or u 'nmharakah?” The
question was initially asked to the informant during the ttudy' The informant

explained, “To the bank, agad is decided upon un andi st of the

L ]
contractor”. The other informants were also aske@tion during the ﬁc@‘t;dy,
but not all of them answered the question cor hi% se @F of them
answered ‘no’ to the previous question on Jthe ovid@xv;lcing to the
infrastructure segment. \%

The first question was raise(@jwe Isla \be%
N,
informant explained that so ncir% to seontra were withdrawn after

r,'z@*the pilot study. The
considering the risks. The | %anj er fin@g with a contract (agad) that
brings monthly repay then explained fhat@sharakah does not generate any

4 $ &
revenue immediat w alsci \Hm d th%(tbrere were some contractors from a
conglomerate tlw ed fi i 'Witrt}ﬁéilor-made contract. Another informant
¢
er ans "

provided th rop {/I harakah or other contracts will be fine as long

NN
as the contract comgli Shar&h. The main duty of our bank is the ability to

pro@ution to customers.cY
S
% art from these valuable answers, referring to the annual reports of each Islamic
s, the contracts used for the construction segment were murabaha, musharakah,

@
nd gardh. However, the reports did not indicate the specialisation of the contractors.
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Table 5-4: Theme 2 and Its Sub-themes

Theme Sub-theme
Construction-constructor meaning Construction, not contractor

Contractor must be involved in projects \y

the Islamic bank

Limit in financing value

Akad or fund? Yv
5.4.3 Theme 3: Readiness for Musharakah h z '

\__ 4

L
[‘EE’Musharakah Ready J

/E+ Bank Readiness for MusharakahJ (:* IC ready for MusharakahJ

Figure lesr e 3‘§ﬁg Atlas i

The third theme relaa to t -F esQr e musharakah contract to finance

contractors. This @? co &ten |th th arch objective of determining whether

musharakah prl e to 'theﬁgﬂﬁnual needs of infrastructure contractors.

This the b | cus d \two perspectives, the Islamic banks and the

infrastfuct contractor
Q\ @*
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54.3.1 Sub-theme 3.1: Islamic Banks are Ready to Use Musharakah to Finance

Infrastructure Contractors YV

While the procedures of musharakah financing in Indonesia satisfy@toms

of the country, such as securing the contract with guarantees or collat in the form

of land ownership certificate or other assets, most Islamic bankers did'ot immediately

declare their readiness to use musharakah financing for infrast Mntractors. They
also did not state that infrastructure contractors are fine wi tja h contract.

Most Islamic banks did not have a consisten finiti nWastructure

oy
contractors, and they did not prioritize the construc egment. os# z@lamic
banks understood contractors as housing an ilding deV or\sgt'e-owned

contractors. W \ %T

An interviewee concluded thwarakah is ood@ tract to finance

infrastructure contractors, but his @Htion ﬂsguc ;(%ontractor was public
n% dit o

school and public hospital con "He notinelud tractors of national road

projects. This informant w. hmI maj§ mic banks.
min

An informant fr t-perfarmi
i
[

was ready. He refer%the or
/&u

merged into a | e-0 'mic @( He stated, “We are currently giving a

¢
chance to sﬂiaors fat a wgrk@ on a project which our bank is currently
% NN
financi% added, D\A} re appﬁmng systematic controls on the cash flow. We
_—

ma Y.

e financial claims r@éd from the project owner and place this fund in the
] Xorrent savings accounts on which we have authorisation”. Before 2021, this
slamic bank was the best performer. In 2021, it merged with two high-performing

lamic banks to become the largest Islamic bank in Indonesia. The merger caused its

value to increase three-fold.
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The other Islamic banks were unable to affirm whether musharakah would be
appropriate for infrastructure contractors. This is because some do not have
finance infrastructure contractors, while others do not have any experien@ling
with infrastructure contractors. A
Although only one Islamic bank answered the question correctlyfit i1s the market
leader. Thus, it may be concluded that Islamic banks are ready; om:e infrastructure
contractors using musharakah. This readiness was inferred Ye.c

o'nmitment of the

best-performing Islamic bank, with the assumption thatygther Iwks would
L ]

progressively follow suit. é J ' _\(—}
P 4 \,‘Z*

5432 Sub-theme  3.2: InfrastruQKre,: Cm\trac ’S %ﬁeptance of
(<
Musharakah \ ®)

This sub-theme relates to the rch que\n\t:?nc r 'n\g the readiness of the
N,

contractors to secure musharal inancing. In s -merzzg.. , it was shown that the

contractors had no account in an IarI ankilIn su me 1.2, the contractors were

mostly unaware of the and services'of lsla@t banks. In sub-theme 1.5, it was
'3 ¢ &

revealed that the'@c barl ot p@bte their services to infrastructure

contractors. It w ible i rom &%’!e three sub-themes why infrastructure

|
contractors di prefer Isl 'c’b kc’)
N
reasons% ir lack’ Frenc&f o elicit this information, the contractors were

s.”However, it is likely that there are other

astthere any issue abo@mic banking that you want to discuss?”’
%\non-Muslim informant stated cost as the main determinant, “| believe that

entional bank and Islamic bank are the same. For me, the function of both is to

&
rovide funds which I have to pay. The cost might be different, but the rest is the same”.

Another contractor explained its disinterest in seeking funding from Islamic banks due
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to its established relationship with a conventional bank, “Our bank has already provided
us the loan well for some years in arrears, which so far so good. Also, the terrwm
loan, such as collateral, and also our relationship with the manager is a&}ar SO
good. So, logically, we do not need to try something new, so we ca#& with the
project”. The director of this contractor firm was a non-Muslim. Y'

Another respondent stated that there was no contractq&Mation to secure
r

financing from an Islamic bank, “There is no obligation f ojrct owner to use

use their
@

Ve X
| &

n% rov@ﬁ nancing

o

vthe branches

Islamic bank. The typical regulation set by the provinéial authori

provincial bank when working on provincial projects

One contractor explained that Islamic ba

to infrastructure contractors because of thei%
of Islamic banks are not available iwaaller ci nIik@ arta. In Jakarta

itself, their services are limited. FoCﬁnple, t \mager f,{}‘Ms IS not as many as
n \
their conventional unit (the I jie“bank’s owner)u In @tion, most of our road

\ N\’w
projects are located in the suburbs”. J
aledlthell

@D
>
D
!-1

N

Some of the stat above re i ions of Islamic banks. However,

'3 f &
some contractors s theirm consi‘dguslamic banks as financing partners.
The informant who be ' per; b%ﬂ vehicle financing by an Islamic bank
stated, “I do %) i

the termihology;

ie'bac‘lg?rovides financing. | am also not sure about
NN

just k@/n (from the researcher), and also the condition

of fi ing (profit sharing b@lf the cost is cheaper, | think okay”. The contractor
t XSed external financing or loan said, “Yes, maybe next time when we need the
inancing, we may consider Islamic bank. But please ensure that the terms and

onditions are better than conventional banks, the administration is easier, the cost of
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financing is cheaper, and so on. Do not give something worse, as the brand is already
Islamic, religious”. Y'

In conclusion, Islamic banks are still in a poor position to finance i@ture
contractors. This is likely due to the outcome of poor promotional and ing efforts
from Islamic banks. Prospective customers are unaware of the prw offered by

Islamic banks. They are also unaware that Islamic banks (1|'ffer m conventional

banks.

Theme

Readiness for musharakah contract Islamic
finance
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