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ABSTRACT 

 

Islamic microfinance is the integration of the two forces 

that are growing rapidly, namely Islamic finance and 

microfinance. Therefore, not only has the dual mission 

as conventional microfinance (financial and social 

intermediation), Islamic microfinance also has a spiritual 

mission (spiritual intermediation) as a manifestation of 

Islamic principles which is based and a real 

differentiator compared to MFIs.  

 

This study is the first empirical study to explore and 

establish the concept of spiritual intermediation of 

Islamic microfinance (IMFI) towards the concept of 

triple mission of MFI (i.e. financial, social and spiritual 

intermediation).  The study used a qualitative approach 

with qualitative interviews and focus group discussions 

to 32 administrators, managers and field staff of 12 

Baitul Maal wattamwil (BMT) in the city of Jambi and 

Kendari.   

 

The result shows that there is a spiritual intermediary 

conducted by BMT in the form of spiritual practice, 

spiritual education and spiritual training. Spiritual 

practice is done in two forms of activities, 1) the daily 

behavior of the individual/staff in accordance with 

Islamic principles as exemplary forms and then into the 

corporate culture, and 2) the behavior of the organization 

in accordance with Islamic principles (Sharia 

compliance). Spiritual education and spiritual training 

have been programmed by BMT, although spiritual 

education is still done on a limited scale, incidental, and 

adapted to the conditions and needs of BMT. Spiritual 

training, however, has not been done at all. This is due to 

the lack funding, expertise and network. Therefore, a 

planned effort and synergy needs to be done by IMFI 

and all stakeholders, especially the Syariah economic 

community (MES) to strengthen this spiritual mission, 

so that the mission as a whole held together with 

financial and social mission. This can ultimately 

improve the financial literacy of sharia in Indonesia and 

improve public access to IMFI. 

 

Keywords – Islamic microfinance, spiritual 

intermediation, spiritual practice, spiritual education, 

spiritual Training 

 

INTRODUCTION 
 

Islamic microfinance (IMFI) has become one of the 

important financial instrument in the Islamic world to 

alleviate poverty by providing microfinance services to 

the poor and even to the poorest (1,2,3). This is possible 

for Islamic microfinance because it combines two of the 

fastest-growing sector, namely microfinance and Islamic 

finance. Microfinance provides financial access for the 

poor while Islamic finance providing Islamic moral 

values that care about the lives of the poor (4)  

 

Islamic microfinance uses a different approach than 

conventional microfinance (MFI), which provides 

interest-based transactions so as to drag the clients into 

debt, while IMFI provides asset-based transactions by 

embracing the principles as taught by the Qur'an and the 

Hadith such as: 1) the principle of partnership 

(ta’awun):, 2) the principle of expediency (maslahah):, 

3): the principle of justice (Adl and ridho), 4) the 

principle of balance (tawazun): and 5): the principle of 

universality (rahmatan lil’alamin). IMFI prohibit the 

following principles: 1) Usury (riba); 2): the transaction 

that is uncertain and speculative (maisir); 3): transaction 

whose object is not clear (gharar), 4): transaction whose 

object is prohibited (haram), 5): transactions that cause 

injustice to the other party (dzalim)), 6): the practice of 

hoarding (ikhtikar) (5,6) 

 

These principles prevent structural destruction of micro 

finance institutions due to the emphasis on factors of 

ethical, moral and social to promote equality and justice 

for the prosperity of the community (7). Many studies 

have proven that IMFI have positive impacts in terms of 
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poverty reduction, increasing household income (8), 

children's education, and business development (9), an 

increase in sales, business expenses, net income, 

household expenses, also an increase in the volume of 

products (10) and creating job opportunities (11). However, 

some empirical studies have shown that with all that 

advantages, IMFI has not shown an impressive 

performance both in terms of outreach and financial 

sustainability (12,13). CGAP survey in 2007 showed that in 

Bangladesh - a country with a range of MFI in the world 

with nearly eight million borrowers – the outreach of 

IMFI was only 1% or approximately 100,000 clients, 

while in Syria and Indonesia, respectively, only by three 

percent and two percent of the total micro credit 

outstanding in 2006 (4). There are two things that cause 

this: 1) internal side: IMFI is not fully able to practice 

Islamic principles by accommodating all Islamic 

financial instruments. IMFI only offer one or two 

Islamic financial  products. 70 percent of the products 

offered are trading scheme, namely murabaha and Good 

muajjal, while cooperation schemes such as profit loss 

sharing mudharaba or musyaraka tend to be avoided 

because it is considered as high risk(14). Additionally, 

IMFI often charge a higher fee for the borrower due to 

economies of scale problems (6),  2) the External side, the 

low-level of Muslim understanding about Islamic 

finance, also  low social piety of Muslim society, can be 

an obstacle to IMFI. 

 

The survey results from OJK (Indonesian Financial 

Services Authority) in 2013 shows that the Islamic 

literacy rate of Indonesian people are still low, while 

social piety level of Islamic countries (OIC) is at number 

139 out of 208 countries surveyed, including European 

and American countries. Indonesia, a country with a 

majority of Muslim population, only ranks at 140 (15). 

Thus, it gave rise to various negative stigma in society 

that IMFIs are no difference with MFIs (16) 

 

The manifestation of low-level of Islamic financial 

literacy and social piety can be seen from the preferences 

of the Muslim community who prefer MFIs based on 

economic factors (low interest rate, small collateral, and 

the size of the loan) and the non-economic factors 

(quality of service, ease, speed, closeness, the methods 

and profiles of loan officers), than relying on religious 

factor (17). In relation, several studies (18,19,20,10,21) 

highlights that IMFIs as a result of the integration of 

Islamic finance in microfinance, not only has two 

functions: social and financial intermediation, which is 

known as a dual mission or double bottom line (22,23), but 

it also has a spiritual function (24). This function is useful 

for fostering people based on sharia principles and 

practices (tarbiyah), deeply understood and practiced 

correctly (kaffah) by all IMFI’s stakeholders. IMFI does 

not only in accordance with the Shari'a in all products, 

processes and activities, but also must be considered as 

such by their clients (25) 

 

Table 1: Summary of the conceptual research on the 

importance of spiritual development in IMFI 

 

Empirical studies that discuss religion or faith in MFI is 

still very limited 15. Similarly, empirical studies that 

discuss spiritual intermediation in the MFI/IMFI has 

never been done. It is caused by two things: 1) Muslims 

schollar discusses spirituality more as a ritual or 

religious-based activities, 2) most of the literatures use 

languages other than English, such as Arabic, Indonesia, 

Malaysia or Persian 14. This study was conducted to fill 

this gap, with the purpose to explore all spiritual 

activities undertaken by IMFIs and then build a spiritual 

intermediation concept based on previous studies. A 

Spiritual Intermediation term used in this research, in 

order it can be universally used by various microfinance-

based religious/faith, does not only apply to Islam but 

also to other religions such as Christianity, Judaism, 

Hinduism or Buddhism. In this study, the term spiritual 

is more oriented toward the Islamic religion in 

accordance with the object of this study. 

 

METHOD 

 

This study used a qualitative approach and an 

exploratory research in accordance with the purpose of 

exploring and establishing the concept of spiritual 

intermediation. The object of this study is all IMFIs 

shaped Baitul Maal wattamwil in the city of Jambi 

(Sumatera Island) and Kendari (Sulawesi Island), 

totaling to eight units and  four  units, respectively. 

Selection of these two cities is based on the condition of 

their BMT which is experiencing growth phase. 

Interviews were conducted with the BMTs 36 

administrators, managers and field staff as informants. 

Data were collected through qualitative interview 

techniques and Focus Group Discussion. The study was 

conducted in May to July, 2016 

 

RESULTS 

 

Based on the results of qualitative interviews and focus 

group discussions, BMT performs various activities 

related to spiritual intermediation. To see the intensity of 

implementation, these activities are classified into the 

following criteria: 1) not programmed; 2) programmed; 
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3) not implemented; 4) implemented; 5) not monitored 

and evaluated; 6) monitored and evaluated. 

 

Table 2. Various Activities of spiritual intermediation 

of BMT 

 

Based on the results presented in the table, it can be 

explained as follows: 

 

a. Spiritual Practice 

The practice of sharia is seen in two dimensions, 

individual behavior and organizational behavior: 

- Individual behavior is the behavior of all 

employees in accordance with the Sharia 

principles. This behavior is exemplary forms of 

BMT employees to clients or the public. This 

activity is carried out in two forms, namely: 1) 

speak good words and well mannered, such as 

reading basmalah (in the name of Allah) when 

starting any activity (e.g. closing contract with 

the customer, disbursement of funds, at the start 

of a meeting), and also say greetings to each 

other (Assalamualaikum) when meeting between 

employees and customers, 2) Behave in 

accordance with the demands of Sharia such as 

wearing a head covering (hijab) for female 

employees, no smoking, reading the Qur'an at 

leisure time, praying five times, as well as 

empathy and care to the poor (ta'awun). Concern 

for the poor is generally carried out by BMT 

through social funds reserved from the BMT net 

profit each year. The social fund also comes 

from alms and donation (zakat, sadaqah and 

infaq) derived from management and members. 

Exemplary sharia by almost all BMT is an 

activity that is programmed, implemented, 

monitored and evaluated internally by BMT. 

Although evaluation is not written, it has 

become a joint convention that must be obeyed. 

Most exemplary sharia into the corporate 

culture. Some BMT, like BMT Kossuma and 

BMT Al-Islah in Jambi standardize it into a 

Standard Operation Procedure or staff rules. 

- Organizational behavior is the entire operational 

activity of BMT in accordance with Islamic 

principles (Sharia compliance). This 

dimensional views of the four indicators is 

presented in Table 2, point a.2. Four indicators 

are generally programmed, implemented, 

monitored and evaluated by BMT. However, 

monitoring and evaluation are conducted 

internally by BMT. Monitoring and external 

evaluation have not been done due to the 

absence of external agencies that contribute to it. 

In Jambi, Gakopsyah does not operate optimally, 

while in Kendari Gakopsyah yet exist. 

 

b. Spiritual Education 

Spiritual education is carried out by BMT with full 

consciousness as an Islamic financial institution 

which has the obligation of being not only as a 

financial institution, but also as a propaganda 

institution through spiritual education to the 

community. BMT spread knowledge through the 

activities presented in Table.2. 

1) Explaining the principles and practice of sharia 

to the members at each annual meeting by 

presenting the sharia supervisory board. The 

level of member attendance at this event is quite 

high, about 60 to 90 percent. However, the time 

allotted for this activity is still a little bit, which is 

an average of 15-30 minutes. These activities 

programmed and carried out by BMT each year, 

but its effectiveness to improve the sharia 

knowledge of the members present is not 

monitored and evaluated. 

2) Explains in detail about the contract and how to 

calculate the margin / profit sharing to each 

customer at the time of closing a contract. This 

activity is programmed and always executed, but 

its effectiveness in improving the sharia 

knowledge of clients who receive an explanation 

is not monitored and evaluated  

3) Internal meeting (halaqah) is done to maintain 

and strengthen the faith and spiritual fervor of the 

administrators / managers. A philosophy that is 

believed by the managers of BMT is working as 

part of the worship of God, therefore they 

struggle (jihad) to reduce poverty in order to 

achieve the welfare of the faithful. Therefore, this 

activity is a means to strengthen the relationship 

and keep their faith to continue to be on the road, 

preaching. These activities are generally 

programmed, implemented, monitored and 

evaluated internally by BMT. Some BMT,  like 

BMT Al-Ishlah, BMT Kossuma, BMT Bina 

Insan Sejahtera in Jambi city make these 

activities as a part of the performance appraisal. 

4) Generally, recitals to members are programmed 

by BMT as a way to strengthen the relationship 

to the member. It is also intended to improve the 

knowledge and understanding of the members on 

matters related to worship. However, all BMT 

cannot execute it. Two things that caused them 

are: BMT limitation in terms of funds and human 

resources, as well as incompatibility issues  
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schedule for members who generally are 

microentrepreneurs. 

5) Socialization activities carried out by all BMT to 

the public and the government. Generally, these 

activities are programmed, but still carried out on 

a limited scale, e.g. dissemination to the public 

through Islamic meetings (Majelis taklim), 

schools and professional associations (teachers, 

social workers, community workers, etc.). 

Similarly, socialization to the government is still 

limited to the KUMKM (SME) Ministry to 

register legal entities such as cooperatives or 

submit funding proposals. Socialization to private 

parties such as companies or Islamic banking in 

general has not been done. This is due to limited 

funding, human resources and access to 

partnerships. These activities are generally not 

monitored and evaluated so that their 

effectiveness are not measurable. 

 

c. Spiritual Training 

Spiritual training is to enhance the BMT and community 

members in the implementation of sharia in everyday 

life. These activities are generally programmed by BMT, 

although almost all of BMT have not done so. This is due 

to limited funds and experts at the BMT for managing 

training. All administrators / managers BMT realize the 

importance of this activity to increase the faith of the 

Islamic society.  

 

DISCUSSION AND CONCLUSION 

 

All activities performed by IMFI to foster community 

through the dissemination of Islamic principles and good 

practices is a form of spiritual intermediation. This 

intermediation includes spiritual practices, spiritual 

education and spiritual training. Spiritual practice is 

done in two forms, namely exemplary and syariah 

compliance. These activities are programmed and carried 

out by BMT daily and become a company culture. 

Monitoring and evaluation are done internally, although 

it has not been done externally because there is no 

competent relevant institution to do this. So this has 

implications for the sharia performance and 

accountability of the BMT.  

 

Spiritual education is still incidentally conducted in 

accordance with the conditions and needs of BMT. This 

activity is done on a small scale and independently by 

BMT. Although spiritual training was programmed as an 

important activity to improve the Islamic literacy of 

society, it has not been implemented at all. This is due to 

the limitation of resources, experts, funds and networks. 

 

Thus, the spiritual intermediary function has not been 

strengthened as a necessity to be carried out by BMT. 

Therefore, it required a planned effort and synergy 

between BMT and other parties that have greater 

resources such as Ikatan Dai and the Indonesian Ulema 

Council (which have expert scholars), institution of 

zakat collection (BAZDA/BAZNAS) and the Islamic 

banking (which have other sources of funding) as well as 

sharia Economic community (which has network) to 

cooperate with BMT and strengthen this function to 

improve the Indonesia islamic financial literacy. This 

will have implications for the improvement of public 

access to MFIs. 

 

Limitations of this study is the small sample, so it is 

necessary to do research involving a larger sample to be 

able to explore other spiritual activities in MFIs. Further 

quantitative research needs to be done to examine the 

influence of this spiritual intermediation towards 

improving access to IMFI and the influence of this 

spiritual intermediation together with financial and 

social intermediation towards IMFI performance.    
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Table 1: Summary of the conceptual research on the importance of spiritual development in IMFI 

Researcher / Year  Concept  Dimensions 

Waspodo (2008) Education for the Muslim community about the 

principles and practices of Islamic finance is a step 

to improve knowledge so that Muslims adhere to 

the teachings and principles of Islam (19) 

Religious education 

 

   

Hadisumarto.W & 

Ismail.A.G (2010); 

Adnan & Ajija (2015) 

 

Spiritual development is an important instrument 

for poverty reduction through the internalization of 

Islamic moral values in the consciousness of a 

Muslim businessman(26,27) 

Spiritual development 

 

   

Ascarya (2012) Ethics/religious education as well as other services 

such as education, healthcare, empowerment, 

financial planning and other social services are 

needed to meet the needs of micro businesses (18) 

Ethics/Religious 

Education 

   

Riwajanti (2012) Religious training to be more intense in socializing 

their financing products to wider community, to 

better educate their customers in order to improve 

customers’ understandings on Islamic terms used in 

financing Products (10) 

Religious training 

 

   

Mardhatillah & Rulindo 

(2008) 

Spiritual training proposes the use of Islamic 

spirituality to increase direct people's ability in 

leadership and human capital towards improving 

their life performance through Emotional Spiritual 

Quotient (ESQ) i.e. Ihsan, Iman and  Islam(20) 

Spiritual training 

 

   

Astha & De Selva (2011) Religious practices (21)  Religious practice 

Sanrego (2013) Spiritual approach together with financial approach 

and social approach is the empowerment of the 

poor and ensure that they are worthy of financial 

services and they are able to repay the loan (24) 

 Spiritual approach 

 

Source: Literature survey 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

International Conference of Integrated Microfinance Management (IMM-16)

© 2016.  The authors – Published by Atlantis Press 0160



 

Table 2. Various Activities of spiritual intermediation of BMT 

Dimensions Definition  Indicator 1 2 3 4 5 6 

a. Spiritual 

Practice   

 

Individual Behavior: 

Behavior of BMT managers 

in accordance with the 

guidance of sharia 

(exemplary)  

1)  Good-spoken and polite (tayyibah)  v  v  v 

2) Behave in accordance with the 

guidance of the Prophet 

Muhammad (pbuh)  

 v  v  v 

Organizational behavior: 

BMT operates in accordance 

with Islamic principles 

(sharia compliance) 

1) The supervisory board of Sharia 

in the organizational structure  

 v  v  v 

2) Managers that understand well 

the Islamic financial literacy 

 v  v  v 

3) All the operational activities in 

accordance with Islamic 

principles 

 v  v  v 

4) Supervision of the sharia 

regularly 

 v  v  v 

         

b. Spiritual 

Education    

 

Spread the knowledge of the 

principles and practice of 

sharia to improve the 

knowledge and understanding 

of the members and the 

community 

1) Explaining  the principle and 

practice of sharia to the 

members/clients at each annual 

meeting by presenting the sharia 

supervisory Board 

 v  v v  

2) Explaining in detail about the 

contract and how to calculate the 

margin / profit sharing to every 

customer in every binding 

contract 

 v  v v  

3) Improving and maintaining a 

spiritual spirit  (ruhiyah aspects) 

of the 

administrators/managers/field 

Officers through Internal meeting 

periodically (halaqah)  

 v  v  v 

4) Improving and maintaining a 

spiritual spirit  (ruhiyah aspects) 

of the members/clients through 

Internal meeting periodically 

(halaqah)  

 v v  v  

5) Socialize the existence of BMT 

and Islamic patterns in a variety 

of external meetings 

 v  v v  

         

c. Spiritual 

training 

Training to improve the skills 

of members and Community 

associated with the practice 

of sharia  

 -  v v  v  

Source: Qualitative interview and FGD, 2016  
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