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Abstract

This research aims to determine the role of Islamic banks institution financial programs
encourages the Indonesia's real economy. The financing variable is explained in more
detail through the type of financing channeled, namely productive financing, consumptive
financing, third-party funds (ID) as one of the sources of funds for financing distribution
by Islamic banks, and gross fixed capital formation (GFCF) variables as control
variables. Panel data regression is used in this research to investigate the influence of
variables in 33 provinces in Indonesia in the period 2013-2023. It was found that the
growth of productive financing, third-party funds, and GFCF had a significant positive
effect on GRDP growth partially, while the consumptive financing growth variable had
an insignificant negative impact. Simultaneously, all four independent variables
successfully influence the dependent variable significantly. According to this study
findings, researchers urge Islamic bank institutions to encourage the distribution of
productive type financing to increase the productivity of economic activities in Indonesia,
considering that most of the Islamic financing channeled is consumptive.

Keywords: Islamic Productive Financing; Islamic Consumptive Financing; Third Party
Funds of Islamic Banks; Productivity; Economic Growth.

Abstrak

Penelitian ini berfokus untuk mencari tahu peran pembiayaan pada lembaga bank syariah
dalam mendorong perekonomian riil Indonesia. Variabel pembiayaan dijelaskan secara
lebih detail melalui jenis pembiayaan yang disalurkan, yakni pembiayaan produktif,
pembiayaan konsumtif, dana pihak ketiga (DPK) sebagai salah satu sumber dana
penyaluran pembiayaan oleh bank syariah serta variabel pembentukan modal tetap bruto
(PMTB) sebagai variabel kontrol. Analisis dalam penelitian ini menggunakan regresi data
panel untuk menganalisis pengaruh variabel pada 33 provinsi di Indonesia tahun 2013-
2023. Secara parsial, ditemukan bahwa pertumbuhan pembiayaan produktif, dana pihak
ketiga, dan PMTB mempengaruhi pertumbuhan PDRB secara positif signifikan,
sedangkan pada variabel pertumbuhan pembiayaan konsumtif tidak memiliki pengaruh
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pada PDRB secara signifikan. Secara simultan, keempat variabel independen mampu
mempengaruhi variabel dependen dengan signifikan. Berdasarkan hasil penelitian ini,
peneliti menghimbau kepada pihak lembaga bank syariah untuk mendorong penyaluran
pembiayaan berjenis produktif untuk meningkatkan produktifitas kegiatan ekonomi
masyarakat di Indonesia, mengingat sebagian besar pembiayaan syariah yang disalurkan
bersifat konsumtif.

Kata kunci: Pembiayaan Produktif Syariah; Pembiayaan Konsumtif Syariah; Dana
Pihak Ketiga Bank Syariah; Produktifitas; Pertumbuhan Ekonomi.

INTRODUCTION

The halal economy, also referred to as the "Islamic economy”, consists of products
and services that are structurally influenced by Islamic ethics and laws (sharia), including
food, pharmaceuticals, cosmetics, finance, media, transportation, and tourism (Safitri &
Afandi, 2023). The halal economic sector in Indonesia itself has increased quite rapidly
in recent years, including the halal food and beverage sector, halal cosmetics, fashion,
Islamic banking, and other sectors (Financial Services Authority, 2022) . Globally, the
Islamic finance sector as one of the halal economic sectors experienced the highest growth
among all other economic sectors, in 2023 the Islamic finance sector experienced an
increase of 33.7%, followed by the Islamic insurance sector with a growth of 17.7%
(Salaam Gateway, 2024). Notably, 81% Islamic finance assets are concentrated in three
countries: Iran, Saudi Arabia, and Malaysia. As one of the countries with the most
significant potential for the halal finance sector, Indonesia experienced an increase of
15.5% by 2022 (Salaam Gateway, 2024; Wartoyo & Nur Haida, 2024).

The worldwide Islamic finance sector is expected to expand due to the growing
openness of the global economy; by 2026, its total assets are expected to reach US $5.90
trillion (Financial Services Authority, 2022). The licensing of conventional commercial
banks to create branch offices of Islamic business units is the strategic step in the growth
of Islamic banking that has been undertaken. This step is a reaction and initiative from
the revision of Law Number 10 of 1998 (Rahmatika, 2014; Wartoyo & Nur Haida, 2023).

Based on the Indonesia Islamic Finance Report 2023, the Islamic banking sector
in Indonesia experienced significant growth, where Islamic banking assets in 2023
increased by 11.10% (yoy) with a value of 868.98 trillion rupiah and total Islamic
financing increased by 15.59% (yoy) with a financing value of 567.39 trillion rupiah.
Still, this financing growth was not better than the growth that occurred in the previous
year, namely in 2022, with an increase of 19.94% (yoy). The development of Islamic
bank financing is an accumulation of numerous financing growth channeled to the public.
Business capital-type financing in 2023 experienced an increase of 16.03% (yoy), with a
transaction value of 144.88 trillion rupiah. Investment-type financing also experienced
the most significant increase, at 19.38% (yoy), with a transaction value of 132.81 trillion
rupiah. Consumption-type financing as the largest financing value, has increased by
13.85% (yoy), with a transaction value of 290.74 trillion rupiah.
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Figure 1. Graph of total financing types of Islamic banks in 2020-2023.

The distribution of Islamic bank financing is expected to increase Indonesia’s
economic growth through increasing the productivity of economic actors and the
economic purchasing power of the Indonesian people. For example, the business world
usually uses Islamic banking productive financing for production purposes such as
building new factories and machinery or buying raw materials to benefit the production
process that can produce goods and services. Meanwhile, the community usually uses
Islamic banking consumptive financing to meet consumption needs such as purchasing
vehicles, housing, etc. Productive financing has an impact on the business sector
productivity, while consumptive financing has an impact on increasing people's
purchasing power, and both of these contribute to the economic growth of a country
(Sudrajat & Sodiq, 2018; Wartoyo et al, 2024).

The empirical literature on the connection between financing and economic
development has been extensively researched both country and across country level.
Previous studies demonstrate a positive and linear correlation between finance growth
and GDP growth (Benczur et al., 2019). Goldsmith (1969) pioneered the empirical
investigation of the connection between financing and growth. He discovered a favorable
relationship between finance and development using a sample of 35 nations.

Several studies that found a positive impact of financing on the economy at the
country level have also been conducted in several parts of the world. These countries
include Malaysia by Kassim (2016), Indonesia by Sudrajat & Sodiq (2018), United Arab
Emirates (UAE) by Zarrouk et al. (2017), Turkey by Ledhem & Mekidiche (2022). At
the cross-country or state union level, there are countries in the Organization of Islamic
Corporations (OIC) by Al-Fawwaz et al. (2015) and Maamor et al. (2019), countries in
the Middle East and North Africa (MENA) by Boukhatem & Ben Moussa (2018), GCC
countries by Mohd. Yusof & Bahlous (2013), and sub-Saharan Africa (SSA) by Asongu
etal. (2021). The effect of financing on the economy does not always get positive results,
many studies find results that show that the relationship between financing and the
economy is inconsistent and still varied (An et al., 2021; Deb et al., 2019; Herwartz &
Walle, 2014; Sehgal et al., 2012). Odhiambo and Nyasha, (2019) explain the connection
as a complex one, where varying research results depend on the analytical model that
used, several region-specific factors, and the development of the banking finance sector
in the country under study (Ustarz & Fanta, 2021).

In their studies of 65 countries throughout the world, Narayan & Narayan (2013),
and Ayadi et al. (2015), who concentrated on 11 Mediterranean nations between 1985
and 2009 period, discovered a negative correlation between the funding of the banking
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industry and economic development. Jude (2019) concluded that there is no significant
correlation between the growth of the islamic banking sector and Nigeria's economic
expansion. According to Barajas (2016) who examined 150 countries in the period 1975-
2005 showed that the relationship between financing-economic growth differs between
regions, where the effect of financing is weaker in countries/regions with lower income
levels. The difference in the relationship is due to the characteristics of people with lower
incomes who tend to use financing for consumptive activities.

Based on this background, the researcher concluded that there have been many
studies that raise the topic of the effect of financing in general on the economy with
different results, but there are still very few that discuss the effect of Islamic financing in
more detail through the types of financing channeled by bank institutions. Therefore, the
author are interested in conducting research on the impact of productive financing and
consumptive financing as separate variables on the Indonesian economy.

LITERATURE REVIEW
Financing Theory

Murari (2017) found that there are numerous theories and empirical investigations
discuss how the financial sector affects economic growth. According to Chuah et al.
(2004), the theoretical study between finance and economic growth relation has led to
three main arguments. The similarity of three main arguments that already found is in the
function of financing to boost the economic and how the finance and economic growth
affect to each other, but the process of how it works found to be different in some different
places with a different economic conditions.

Schumpeter (1934) presented the first argument regarding the correlation between
financing and economic growth. He stated that financing beneficially impacts economic
growth, an argument known as the "supply-leading” theory. Finance's impact on
economic expansion occurs through investment activities, where banking institutions
mobilize stored funds and channel them as productive investments (Ustarz & Fanta,
2021). Based on Gurley and Shaw (1955), finance institution’s actions in distributing a
surplus unit to other units that experiencing deficits can increase economic growth rates.
With financing, economic actors are able to increase economic activity through the
addition of business capital assets, increase innovation as an effort to expand a business
and accelerate the money flows movements by increasing people's purchasing power
(Gurley & Shaw, 1955; Schumpeter, 1934).

The second argument was introduced by Foster & Robinson (1981) in his
hypothesis said that the financing and economic growth has "demand-following"
relationship. The idea Robinson stated contradicts the first argument regarding the role of
financing that is able to increase economic growth, where financing activities that occur
follow the flow of economic growth itself (Atici, 2018). This argument explains the
concept of real economic growth being able to trigger the demand of economic actors for
financing products, which in turn leads to the transformation of the increase in financing
institutions and financing instruments to meet the demand for financing services (Atici,
2018). This "demand-following™ argument has been supported by Jung (1986), Goldsmith
(1969), and Gurley & Shaw (1967).

The difference of opinion in the two previous arguments has led to a new
argument, where the connection between financing and economic growth is a
combination of "supply-leading" and "demand-following". This opinion was initiated by
Patrick (1972) in his theory known as "the stage of development”. This theory explains
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that the financing and economic growth connection is divided into two stages. According
to Patrick, financing has a role in the early stages of economic growth by adding to
ongoing economic activities, which is in line with Schumpeter's (1934) "supply-leading"
hypothesis. As the economy grows, demand for financing products to expand economic
activities will occur, in line with the "demand-following" hypothesis by Foster and
Robinson (1981).

Productive Financing

Productive financing is financing that is given to facilitate the production process,
for example, financing used for the purchase of business machines (Suyatno et al., 2007).
According to Karman et al. (2023), productive financing has many benefits both micro
and macro. Micro, productive financing aims to maximize business profits, as an effort
to minimize risk and economic empowerment. In the macro side, productive financing is
useful for opening new jobs, increasing income distribution, increasing productivity, and
the economy of the people. There are also other objectives related to financing, the first
function is profitability, namely the aim of obtaining results from financing in the form
of profits achieved from the profit sharing of jointly managed businesses, another
function is safety, namely security if there are business risks (Karman et al., 2023).

Productive financing includes the investment financing programs and working
capital financing programs. Investment financing is a form of financing that can be used
by companies to add and expand their business activities both in the form of current assets
and fixed assets (Karman et al., 2023). Working capital financing is utilized to support
the company's daily operations, allowing it to run continually and consistently (Suyatno
et al., 2007). Some uses of working capital financing and investment financing for
business activities include the purchase of raw materials, payment of labor wages,
purchase/replacement of production machinery, establishment of new projects, business
expansion, and business relocation.

Consumptive Financing

Consumptive financing is a type of financing that is given to facilitate
consumption process (Suyatno et al., 2007). Consumptive financing is included in one
type of financing provided by banks or other financial institutions to individuals and
groups to meet their consumption needs (Karman et al., 2023). This financing is often
used to purchase consumer goods such as home ownership loans (KPR), motorcycle
purchase loans, credit cards, electronic equipment, or household furniture (Sudrajat &
Sodig, 2018). Consumptive financing in this research model is financing channeled by
Islamic banking to meet customer consumption needs in 33 provinces in Indonesia in
2013-2023.

Third-Party Funds

Third Party Funds more commonly referred to as deposits are one of the funding
sources used by banking institutions in channeling financing. There are several types of
third-party funds, namely deposits from other banks and from customers. After obtaining
a source of funds from the public in the form of a deposit, the bank redistributes these
funds to the economy through several types of financing (M. Anwar et al., 2020). The
growth of deposits that received by Islamic banks encourages to increase investment,
which promotes the economic growth (Mohamad et al., 2018). The bigger the amount of
deposits in the bank, the greater the bank's ability to provide financing to customers,
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which is expected to positively affects the growth of economy in production and
consumption activities (Kismawadi, 2024).

Third-Party Funds

Gross fixed capital formation (GFCF) is a macroeconomic measure that represents
capital accumulation as total investment and business activity level (Abduh & Azmi
Omar, 2012). GFCF also assesses the investment made by the industry in nation's
economy in form of capital assets throughout a specific time period (Furgani & Mulyany,
2009). In this research models, GFCF used as one of the intermediate variables,
representing the total economic investment of 33 Indonesian provinces. According to
Gani and Bahari (2020) and Tabash et al. (2022), GFCF can boost Gross Regional
Domestic Product (GRDP) via capital growth.. When capital creation increases due to
greater investment, the economy's production and income rise, resulting in an increase in
GRDP.

METHODS

This research is quantitative-type of research with an comparative approach,
which is a type of research that uses numbers and data and is calculated mathematically
to find the research results in the form of cause-and-effect relationships accurately. The
data used in this research are secondaries data. Secondary-type data is type of data that
indirectly obtained from the internet, journals, reports ,and other sources.

The secondary data that used in this study are Islamic bank financing reports and
regional provincial economic balance sheets for the period 2013-2023 consisting of 33
provinces in Indonesia. The data sources used in this research were obtained from Islamic
Banking Statistics report that released by the Financial Services Authority (OJK), and the
Indonesian economic index from the Central Statistics Agency (BPS) for the period 2013-
2023.

The analysis regression technique in this research using panel data analysis. Panel
data is a combined analysis technique of time series analysis and cross-sectional analysis.

AGRDP;, = By + BLAIFP;, + B,AIFCy + B3AID;, + BoAGFCF;, + e,

Where:
Bo : Constant
B1-B2-B3- P4 : Regression Coefficient

AGRDP : Gross Regional Domestic Revenue Growth (billion)

AIFP : Productive Financing Growth of Islamic Bank (billion)
AIFC : Consumptive Financing Growth of Islamic Banks (billion)
AID : Growth of Third Party Funds of Islamic Banks (billion)
AGFCF : Gross Fixed Capital Formation Growth (billion)

i : Province (33 provinces of Indonesia)

t > Year (period 2013-2022)

e > error term
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In panel data analysis, there are multiple data estimation models can be used,
notably the common effect model (CEM), fixed effect model (FEM), and random effect
model (REM). The three models will be chosen using a model selection test. The best
possible model would selected by performing the Chow, Hausman, and Lagrange
Multiple (LM) tests (Gujarati & Porter, 2009).

RESULT AND DISCUSSION
Model Selection Test

Table 1. Model selection test results

Model Selection Test Results Selected Model
Chow Test (FEM/CEM) 0.0000 FEM
Hausman Test (FEM/REM) 0.3634 REM
LM Test (REM/CEM) 0.0000 REM

Source: STATA 17, processed

Panel data regression has three main models that can be used to interpret the
results of the research being tested, namely the common effects, fixed effects and random
effects. The best model selection test results are obtained after multiple steps, including
the Chow Test, Hausman Test, and LM Test. The Chow test in this study showed Prob F
=0.0000, indicating that the Fixed Effect model is preferred to the Common Effect model.
The analysis continued with the Hausman Test, which resulted Prob Chi2 = 0.36346 (>
0.05), indicating that the Random Effect Model betters the Fixed Effect Model. Following
the results of model selection testing, the most suitable approach to choose is the random
effect model.

Classical Assumption Test

The next necessary test in panel data regression is the classical assumption test on
the selected model. The test includes for classical assumption is the multicollinearity and
the heteroscedasticity test. According to Kuncoro (2016), the normality test on panel data
does not need to be done to get the Best Linear Unbiased Estimator (BLUE) results. Based
on Guijarati and Porter (2009), the autocorrelation test is best to be used in time-series
research, but if it’s used in cross-section type of research then the results will not be
accurate. Therefore, normality tests and autocorrelation tests do not need to be done in
panel data research.

Table 2. Multicollinearity test results

Variable VIF UVIF
ID 2.94 0.340013
IFC 2.40 0.416350
IFP 2.16 0.462341
GFCF 1.45 0.687941
Mean VIF 2.24

Source: STATA 17, processed
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Multicollinearity VIF test used to find the correlation between the variables, if the
VIF value > 10 points, then there’s multicollinearity problem. The test above shows that
all of the variable VIF point are < 10, therefore no multicollinearity problem between the
variables that used in the equation. But, the Breusch-Pagan heteroscedastisity test find the
prob value is 0.00000 (below alpha 0.05), it’s show that the data used in this research
have heteroscedasticity problems. However, because the chosen model is a random effect
model that is using generalized least squares (GLS), the error of classical assumption
testing can be ignored because it is already reach BLUE (Best Linear Unbiased
Estimators)(Gujarati & Porter, 2009).

Hypothesis Test
Table 3. Random Effect Model (REM) Regression Results

Variable Coefficient t Prob.
IFP 1.151699 3.45 0.001
IFC -.4086852 -0.71 0.479
ID 8176455 3.74 0.000
GFCF 1.696159 21.78 0.000
C 5427.605 5.61 0.000

Source: STATA 17, processed

According on the REM regression results above, in this research has obtained the
equation as follows

AGRDP;; = 5427.61 + 1.151FP — 041 IFC + 0.82 ID + 1.69 GFCF + e;;

Islamic banking productive financing growth (IFP) variable has a probability of
0.001, which below the alpha points (0.05). The T value of the IFP variable is 3.45, which
is above the T table (363-5) with a value of 1.967. So it could be determined that the IFP
variable has a significant impact on GRDP. Islamic banking consumptive financing
growth (IFC) variable has a probability of 0.479 or more than alpha (0.05). The T value
of IFC variable is -0.71, which is below the T table (363-5) with a value of 1.967. So it
could be concluded that the IFC does not affect GRDP significantly.

The growth variable of Islamic banking third-party funds (ID) has a probability
value of 0.000, which below the alpha points (0.05). The T value of the ID variable is
3.74, which is above the T table (363-5) with a value of 1.967. So it could be determined
that the ID variable significantly affects GRDP. The probability value of the growth gross
fixed capital formation (GFCF) variable is 0.000, which below the alpha points (0.05).
The T value of the PMTB variable is 21.78, which is above the T table (363-5) with a
value of 1.967. So it can be determined that the GFCF variable have significant impact
on GRDP.

In this research, the prob>F probability value of 0.000 and is lesser than alpha
points (0.05). The results also showed that the F value is 155.68, or above the F table
value with a significance level of 0.05 which is 2.397. According to the results above, it
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could be stated that the growth of IFP, IFC, ID, and GFCF variables has simultaneous
impact on the growth of GRDP. A determination test is performed to measure the
contribution of dependent variables in determining the independent variable. The R-
squared test shows 0.7468, which means that the dependent variables IFP, IFC, ID, and
GFCF are able to explain 74.68% of the GRDP variable, while the 25.32% remaining is
explained by other additional variables that is not used in this research.

Discussion

Productive Financing is one type of financing which aims to increase economic
productivity by increasing community business capital through banking financing
programs. Following the initial objectives of the establishment of the Islamic productive
financing program, banking institutions, and the government should be able to play an
active role in improving the community's economy through the distribution of business
capital and investment. According to the findings of the research above, the coefficient
value of IFP is 1.152 with a probability of 0.001, this result shows that the IFP variable
affects GRDP in a significantly positive way, where if there is a growth in Islamic banking
productive financing of 1 billion, the value of GRDP growth will increase by 1.152 billion
rupiah. These results are in accordance with Kismawadi's (2024) research which states
that Islamic bank financing is able to encourage real economic growth in seven
developing countries in the world, namely Saudi Arabia, United Arab Emirates, Kuwait,
Malaysia, Qatar, Bahrain, and Bangladesh. (Gani & Bahari, 2020) share similar research
findings, stating that there is a significant positive relationships between Islamic bank
financing and Malaysian economic growth, in both the short and long term.

In contrast to sharia productive financing, the results showed that the sharia
consumptive financing variable negatively influenced the growth of GRDP in 33
provinces in Indonesia. The IFC coefficient value is -0.4087, indicates that every time
consumptive financing value increased by 1 billion, there is a decrease in GRDP by
0.4087 billion. This findings are not in accordance with the Nawaz et al. (2019) studies
which claims that consumptive financing has a significant positive impact on Pakistan’s
economic growth. According to Nguyen et al. (2019) in their research on the Islamic
bank financing impact on the economy of 90 developed and developing countries, Islamic
bank financing does not significantly affects the developing countries economic growth,
it is because the financial services are not utilized effectively and cause other costs that
risk reducing the economy.

Third-party funds (ID) have an important role in financing activities carried out
by banks, the value of ID can be used as the parameter for the bank's ability to channel
financing to the public (M. Anwar et al., 2020). According to the research results above,
the growth of third-party funds in Islamic banking is able to significantly affect GRDP
growth with a coefficient value of 0.8176, which indicates that every time when third-
party funds received by Islamic banks value increased by 1 billion, it can increase GRDP
growth by 0.8176 billion. The findings of this research are in accordance with the studies
of Alghifary et al. (2021) which states that third-party funds has a significant positive
impact to the growth Indonesia's economiy through an increase value of MSMESs output.
Another study by Kismawadi (2024) on the Islamic banks contribution to developing
countries economic growth also obtained similar results, where the Islamic banks total
deposit significantly had a positive affects the economic.

The main objective of this research is to find out how the Islamic banks financing
programs is able to encourage the economy in more detail by distinguishing types of
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financing based on the purpose of financing. According to the analysis obtained results,
shows that the growth of Islamic banking productive financing variable, Islamic banking
third-party funds, and gross fixed capital formation have a positive significant impact on
GRDP growth, but on the contrary, the Islamic banking consumption financing variable
affects GRDP growth negatively and insignificantly. This is in accordance with
Schumpeter's (1934) argument which states that financing is able to encourage economic
growth if itis utilized to increase the productivity of community economic activities, such
as business expansion, addition/renewal of production machinery, and the establishment
of new projects. Meanwhile, if financing services are utilized for consumption activities
such as buying a house or vehicle, it will have a unsignificant impact on economic growth
as they (customers) pays greater cost for the actual value they getting, while the value of
things itself could potentially depreciates over time.

As rapidly industrial sector grows, Islamic banking is able to provide muslim
peoples needs of banking services that follows the islamic laws (Hoque et al., 2022).
Financing channeled by Islamic banks and business units at this time is mostly
consumptive financing, the ratio of total Islamic financing in 2023 is 48% channeled for
productive financing (276.65 trillion rupiah), while the other 52% is channeled for
consumptive financing (290.74 trillion rupiah). The number of productive financing that
is smaller than consumptive financing in Islamic banking must be increased more to
encourage the real economy of society, especially in the MSME sector, which is the sector
with the largest contribution to GDP (60% of Indonesia's GDP) and the largest contributor
to the number of workers in Indonesia with a total of 116.9 million workers or 97% of the
total workforce in Indonesia (Novitasari, 2022). As a sector that is very influential in the
Indonesian economy, Islamic bank financing channeled to MSMEs in 2023 was only
realized at IDR 95.41 trillion, or around 17% of the total financing channeled to the
public.

Based on the results of the above research, the GFCF variable affects GRDP
growth significantly positively with a coefficient of 1.981 and a probability of 0.000 or
below alpha (0.05), this indicates that every time there is an increase in the value of GFCF
by 1 billion, it can increase GRDP growth by 1.981 billion. This findings is in accordance
with the research of Ledhem and Mekidiche (2022) which claims that the growth of gross
fixed capital formation (GFCF) variables has a significant positive relationship with
Turkey’s real economic growth. Abduh and Omar (2012) also share similar results by
stating that there is a positive and significant relationship between the GFCF and
Indonesia's economic growth. The findings of this research are in accordance with the
study of Tabash et al. (2022) which founds that investments from GFCF have a positive
impact on the growth of Nigeria economy.

CONCLUSION

Based on this research findings, there are several suggestions that the authors are
able to provide that can be considered by Islamic banking institutions and the government.
Researchers hope that Islamic banking and other banking institutions will further promote
Islamic productive financing available to business actors such as MSMEs, SMEs, and
society in general. Also, the application process for taking finance services has to be
evaluated by the institution, it is because the requirements to apply the productive
financing is harder than applying consumptive finance. The customers need to have the
running business in physical first to apply the productive financing, if the customers did
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the business online and not have the physical business or still want to open a new business,
then they cannot receive the financing services. It is need to be fixed and evaluated so the
society especially MSME’s can have the actual benefit for their business activity from
islamic banking financing. By the growth of sharia-based financing demand, the author
hopes that the government as a policyholder needs to take strategic steps to help the
growth of Islamic banking institutions that can make a positive contribution to the
Indonesian economy.
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