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Abstract

The uniqueness of micro, small and medium enterprises (MSMEs) in the agriculture 
and fisheries sector has led to thoughts of innovation in the microfinance institutions 
(MFIs) that serve it. Service innovations in the agriculture and fisheries sector have 
been carried out in various countries to facilitate the development of this sector. This 
study aims to analyze the financing model of Islamic microfinance institutions (Islamic 
MFIs) based on the characteristics of the agriculture and fisheries sectors and the re-
construction of Salam contracts of Islamic financial institutions for farmers and fish-
ermen. The research method used is qualitative descriptive analysis. The data were 
obtained through in-depth interviews with the agriculture and fisheries businesses in 
Central Java, Indonesia. The result showed that Salam contract constructed according 
to the characteristics of the fishing community to alleviate it from the shackles of mon-
eylenders and wholesalers, including Islamic MFIs, farmers, and fishers as members of 
Islamic MFIs, buyers, Islamic banks and Islamic insurance. The output of this research 
is that farmers and fishermen can form a community to help one another with finan-
cial needs and are managed by Islamic MFIs that work in synergy with fisheries and 
agriculture companies, as well as an integrated Salam contract application system for 
Islamic MFIs.

Aan Zainul Anwar (Indonesia), Edi Susilo (Indonesia), Fatchur Rohman (Indonesia), 
Purbayu Budi Santosa (Indonesia), Edy Yusuf Agung Gunanto (Indonesia)

Integrated Financing  

Model in Islamic 

microfinance institutions  

for agriculture  

and fisheries sector

Received on: 11th of September, 2019
Accepted on: 6th of December, 2019

INTRODUCTION

One of the ideals of the proclamation of Indonesian Independence in 
the preamble of the 1945 Constitution is to realize a just and prosper-
ous society. It can be achieved if rural development succeeds in reach-
ing the majority of people with jobs and primary income from the 
agriculture and fisheries sectors. Data from the Ministry of Maritime 
Affairs and Fisheries in 2012 noted that employment absorbed from 
the fisheries sector reached 60 million or 50% of the workforce, of 
which 90% were small fishers. However, in 2011, the fishing commu-
nities who lived in poverty reached 7.87 million. This figure represents 
26.2% of Indonesia’s total poor population (Bank Indonesia, 2016).

As a country that has the second longest coastline in the world, 
Indonesia has a large potential for fisheries to develop. For example, 
fishery commodities currently contribute 2.31% of GDP. This is be-
cause Indonesian fish exports have increased demand. In January 2016, 
the increase in fish exports reached 155.25% year on year. However, 
this potential is inversely proportional to the poverty data of people 

© Aan Zainul Anwar, Edi Susilo, 
Fatchur Rohman,  
Purbayu Budi Santosa, Edy Yusuf 
Agung Gunanto, 2019

Aan Zainul Anwar, Lecturer, 
Department of Islamic Economics, 
Faculty of Economics and Business, 
Universitas Islam Nahdlatul Ulama 
(Unisnu), Indonesia.

Edi Susilo, Lecturer, Department 
of Islamic Economics, Faculty of 
Economics and Business, Universitas 
Islam Nahdlatul Ulama (Unisnu), 
Indonesia.

Fatchur Rohman, Lecturer, 
Department of Accounting, Faculty of 
Economics and Business, Universitas 
Islam Nahdlatul Ulama (Unisnu), 
Indonesia.

Purbayu Budi Santosa, Doctor, 
Professor, Faculty of Economics and 
Business, Universitas Diponegoro, 
Indonesia.

Edy Yusuf Agung Gunanto, Doctor, 
Associate Professor, Faculty of 
Economics and Business, Universitas 
Diponegoro, Indonesia.

financial intermediaries, rural development, agriculture 
finance, fisheries finance

Keywords

JEL Classification G23, Q14

This is an Open Access article, 
distributed under the terms of the 
Creative Commons Attribution 4.0 
International license, which permits 
unrestricted re-use, distribution, 
and reproduction in any medium, 
provided the original work is properly 
cited.

www.businessperspectives.org

LLC “СPС “Business Perspectives” 
Hryhorii Skovoroda lane, 10, 
Sumy, 40022, Ukraine

BUSINESS PERSPECTIVES



304

Investment Management and Financial Innovations, Volume 16, Issue 4, 2019

http://dx.doi.org/10.21511/imfi.16(4).2019.26

who are on the coast of Indonesia. Therefore, the empowerment of micro, small and medium enter-
prises (MSMEs) in coastal areas must be done so that the great potential can lift the dignity and life of 
coastal communities. According to the data of Coordinating Ministry for the Economy (2018), MSMEs 
in Indonesia are currently the leading sectors in sustaining the lives of most Indonesian people. The 
number of MSMEs continues to increase. From 2009 to 2017, the number of MSMEs increased by 52.8 
million  units so that the number increased to 62.922.617 units. The increasing number of MSMEs can 
absorb 114.1 workers in 2013, which were originally 120.260.185 million workers in 2017. In addition, 
MSMEs also contributed 60.34% of the national GDP and contributed to non-oil exports by 14.17%.

The empowerment of MSMEs has been proven to be successful in reducing the poverty and increasing 
people’s income. In all countries, it is very effective if accompanied by the empowerment of microfi-
nance institutions (MFIs). Coastal MSMEs are concentrated in the efforts of capture the fisheries and 
aquaculture, marine trade, fishing equipment, and aquaculture fish food, food in the coastal areas, and 
other businesses related to marine products. MFIs have a strategic role in increasing the transaction 
circulation and awareness of coastal communities in financial management because in general coastal 
community income depends on the season.

The main problem of developing MSMEs is weak capital. This weakness can be overcome by intermedi-
ary institutions that can reach the existence of MSMEs and serve directly (Rahmalia, Affandi, & Murniati, 
2016). However, the number of banking services and other financial institutions in the agriculture sector is 
currently still minimal. Agriculture sector financing is still at a low level of 4% (Nasution, 2016). Meanwhile, 
Indonesian Financial Services Authority (OJK in Bahasa) found that Islamic banking gives more funding in 
the agriculture sector at 6% level (OJK, 2017). The fisheries sector has unique specifications among other sec-
tors in MSMEs. The uniqueness is affected by natural factors, sea, and cultural factors of coastal communities.

The uniqueness of MSMEs in the agriculture and fisheries sector has led to thoughts of innovation in 
the MFIs that serve it. However, MFIs cannot provide the services with the same standards as other 
business sectors such as trade and small industries because community income or crop yields are not 
routine due to dependence on seasons, weather, and natural conditions. Therefore, product innovation 
to serve and meet the needs of the agriculture and fisheries sector must be done so that services can 
be effective and maximized. History records that the failure of MFIs in the empowerment of the agri-
culture and fisheries sectors is due to their dependence on government programs. However, historical 
facts also note that the success of food self-sufficiency is inseparable from the role of MFIs (Suradisastra, 
2006). On the other hand, the low funding of the agriculture and fisheries sector which is only 6% (OJK, 
2017), shows that banks and MFIs are still not optimally serving this sector. BMT, as a rapidly develop-
ing Islamic MFI and recognized by all the society, is demanded and must be challenged to face the com-
munity transformation (Nugroho, 2014), and make agriculture and fisheries the reliable sectors in the 
future with service product innovation.

1. LITERATURE REVIEW

1.1. Financial inclusion

Financial literacy in Indonesia is still relatively low 
compared to other countries. Bank Indonesia not-
ed that the number of Indonesian population aged 
over 15 years who have accounts in various finan-
cial institutions is only 36.1%. This figure is much 
lower compared to the average number in the Asia 
Pacific, which reaches 69%.

Financial inclusion means that individuals and 
businesses have access to useful and affordable 
financial products – transactions, payments, sav-
ings, credit and insurance – delivered in a respon-
sible and sustainable way. According to CGAP 
(Consultative Group to Assist the Poorest), finan-
cial inclusion is the ease of accessing the financial 
services, both savings, credit and other formal 
and non-formal financial services, with secure, 
reliable, and sustainable guarantees. The ease of 
access to finance for all citizens at this time is in-
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deed free from various obstacles due to the infor-
mation technology that is developing at this time. 
However, poor and backward rural populations 
continue to experience these obstacles.

Bank Indonesia (2014) states that the development 
of inclusive finance aims at economic efficiency, 
stability of the financial system, preventing shadow 
banking and irresponsible finance, creating new 
banking market potentials, enhancing Indonesia’s 
HDI (Human Development Index), preventing the 
inequalities due to low-income traps, and alleviat-
ing the poverty. To realize the national financial 
inclusion, Bank Indonesia, as the regulator of the 
national banking system, makes a strategy con-
sisting of six pillars, including financial education, 
public financial facilities, financial information 
mapping, supporting policies or regulations, in-
termediation facilities and distribution channels, 
and consumer protection.

1.2. Islamic microfinance institutions 

in Indonesia

Conventional MFIs have existed since the be-
ginning of Indonesian Independence Day until 
today such as the BRI Unit, Rural Banks (BPR), 
and Cooperatives. In the 1990s, the Islamic mi-
crofinance institution, which was incorporated 
as a Cooperative, was a phenomenal entity be-
cause of its rapid development and growth to date. 
The Islamic MFIs are known as Baitul Maal Wat 
Tamwil (BMT), which operates based on Islamic 
principles. Now this institution is similar to bank-
ing, in which it has similar agreements and service 
products. However, the difference in segmentation 
and characteristics makes BMT better known as a 
microfinance institution for the lower classes. The 
existence of this institution has also been recog-
nized by the Financial Services Authority (OJK) as 
an intermediary institution and as an effective in-
stitution in community empowerment, especially 
for traders, farmers, fishers, and small industry 
players (OJK, 2017). The Islamic MFIs are is al-
so developing rapidly in other Muslim countries 
such as Pakistan (Shaikh, 2016).

BMT service products are usually focused on the 
Wadiah (Deposit) and Mudharabah contracts 
(a contract of participation, a partnership where 
capital is provided in cash or assets by one party 

and labor is provided by the other party) for fund-
raising, and Murabahah, Ijarah, Mudharabah, 
and Musyarakah for financing. The contracts are 
made equal for all sectors and business fields in 
urban and rural areas. The agriculture and fisher-
ies sectors are unique compared to other business 
sectors with a higher risk (Rahmalia, Affandi, & 
Murniati, 2016).

1.3. Microfinance institutions 

(MFIs) model for community 
development and poverty 
alleviation in various countries

Social phenomena that develop in the community 
can be analyzed, such as symptoms, impacts, and 
predictions of its development direction, so that 
the parties concerned can control them in accord-
ance with its objectives (Ekananda, 2015). There 
are several forms of economic modeling, such as 
the verbal or logic model; physical models; geom-
etry models; mathematical models and econo-
metric models (Greene, 2012; Wooldridge, 2013). 
These models are currently the basis of microeco-
nomic and macroeconomic theories. They are de-
signed complex issues to simplify and understand-
able to all parties, i.e., the characteristics of agri-
cultural and fisheries MSMEs that have high risk.

For the banking world, high operational costs are 
due to low population density, geographical dis-
tance from the economic center, inadequate infra-
structure. The distance traveled for monitoring the 
agriculture and fisheries sectors is far and season 
dependent, so both of these sectors have high op-
erational costs. In addition, credit risk from these 
sectors is also high due to the risk of crop failure, 
season-dependent cash flow, uncertainty of credit 
returns due to uncertainty of income sources from 
the harvest, individual credit that is difficult to as-
sess, limited access to markets, risk of falling pric-
es in the harvest season, the lack of government 
policies that protect farmers or fishers.

At present, the MFI service model has experi-
enced the development in various countries. The 
most dominant model adopted by MFIs around 
the world, including in Indonesia, is the Grameen 
Bank model developed by Prof. Muhamad Yunus 
from Bangladesh. For example, the development 
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of financing for farmers and fishers in Pakistan 
adopts a conventional funding model developed 
in Bangladesh and India (M. T. Kalhoro, Mu, 
Shah, Noman, M. A. Kalhoro, Pavase, & Soomro, 
2017). The same model was developed in African 
countries such as Nigeria and other countries 
in Asia, Europe, and Latin America (Filli, Onu, 
Adebayo, & Tizhe, 2015). Roy (2012) argues that 
MFIs serving as agricultural finance have a high-
er Return on Assets (ROA) of 9.43% compared to 
the national average of ROA of 1.40 during 2008–
2010. Mago and Hofisi (2014) argue that microfi-
nance plays an important role in the agricultural 
sector and is successful in creating new ideas in 
agriculture and accelerating rural economic de-
velopment in Africa. This was also confirmed by 
the results of research in Tanzania (Girabi, 2013), 
Ethiopia (Ayele & Goshu, 2018), Ghana (Sulemana 
& Adjei, 2015), China (Wang, 2015), and Indonesia 
(Dompas, 2012). An example of an MFIs financing 
model for coffee commodity development in Brazil 
is a model that has been developed by COPUCAS 
MFIs (Incofin Investment Management, 2016).

1.4. Financing model of Islamic 

microfinance institutions for 

farmers and fishers

Since the World Summit in Social Development was 
held in 1995 in Copenhagen, participating countries, 
including Indonesia, have moved to overcome the 
poverty and empower the communities through 
MFIs. Social inequality that occurs in the commu-
nity can be overcome by building the foundation of 
the national distribution system with the integra-
tion of state-owned enterprises (SOEs) and MFIs as 
a “trading house.” It is done by creating a broad do-
mestic market for future economic development.

Community independence must be fostered by 
the developing MSMEs. This is important because 
it has positive values rather than encouraging 
people to become the workers. With the develop-
ment of MSMEs, the workforce absorbed will be 
far greater than the development of large-scale 
businesses. The only way to develop an effective 
MSME is through the development of MFIs, al-
though there are still weaknesses to MFIs, such 
as the small role of government in the aspects of 
regulation and funding, less professional human 
resources, capital, and other institutional issues.

The low bank financing in the agriculture and fish-
eries sectors (OJK, 2017) is caused by the fear of the 
banking world to bear high risks in these sectors 
(Ehsan & Shahzad, 2015). This should trigger even 
more financial sector players to make a break-
through. OJK as a bank regulator in Indonesia has 
published a book on Islamic finance for the agri-
culture sector, especially organic agriculture. The 
book is the Action Pro Salam handbook (Access 
to Indonesian Islamic Finance for Harmonious, 
Natural and Trustworthy Organic Agriculture).

Some financing schemes can be used as guide-
lines for making a financing model for Islamic 
MFIs to be adjusted to the community’s needs 
and modified according to the circumstances and 
risks faced by them (Bacha, 1999; Dau-Schmidt, 
2012; Nazir, Chauhan, Khati, & Arya, 2018). The 
scheme of financing the organic agriculture sector 
that has been issued by OJK (2017) includes Salam 
financing, Musyarakah/Mudharabah financing, 
channeling patterns with Salam contracts.

Salam contracts are widely known as contracts 
aimed at the agribusiness sector, such as agri-
culture and fisheries (Ehsan & Shahzad, 2015). 
Gumilang (2017) mentions that the agricultural 
sector financing model can be classified accord-
ing to the intended use of funds, such as providing 
raw materials using the contracts of Murabahah, 
Salam, Musawwamah, and agricultural machin-
ery using Ijarah Mumtahiah Bit Tamlik (IMBT), 
Murabahah and others.

2. METHOD

This research is qualitative field research, where 
the role of researchers in forming and construct-
ing the knowledge is the main figure; therefore, 
the relationship between researchers and research 
objects is so deep. The type of research is ground-
ed theory. The stages of this research are analysis 
and mapping of needs, analyzing ideal new con-
cepts, developing and testing new concepts. To ob-
tain the information about social phenomena, the 
researchers conducted direct observations and in-
depth interviews with farmers, fishers, their fam-
ilies, local community leaders, and MFIs in the 
Regency of Jepara, Demak, and Pati, Central Java, 
Indonesia. Literature studies are also carried out 
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intensively to obtain the models that have been 
tested in various regions and countries and that 
have successfully replicated the MFIs from their 
experience in other countries.

3. RESULTS

3.1. Characteristics of agriculture  

and fisheries sectors

Based on field observations and depth interviews 
with fishers, boat owners, salt farmers, Islamic 
MFIs managers, and people living in coastal areas 
in Jepara, Demak, and Pati Regency, fishers actu-
ally have high average income when the weather is 
good and the sea waves are not high. It was as stat-
ed by Sokib (the Cooperative Chairman of Mina 
Barokah Kedung, Jepara Regency): “In fact, the in-
come of fishers here is high during the dry season. 
In the dry season, fishers here mostly process salt. 
Currently, fishers are familiar with geo-membrane 
technology for salt processing. With geo-mem-
brane technology, yields have increased signifi-
cantly, with better salt quality. However, when the 
peak harvest season arrives, the price of salt falls 
from the average price of Rp 700/kg to under Rp 
200/kg. Salt farmers cannot do anything because 
they cannot store salt in warehouses for sale at 
high prices. This is due to their obligation to sup-
port their families every day. However, for large 
landowners, they will do it. That is when it is not at 
the salt season from aroun January to April.”

Microfinance institutions have an important role 
in maintaining the price stability by providing the 
loans to fishers. However, with limited capital, the 
MFIs cannot meet all the needs of its members. 
Only a small number of members can be support-
ed by MFIs. It was as stated by Mr. Faizan (a mem-
ber of the fishers cooperative in Demak Regency): 

“If the Cooperative can lend the farmers, then they 
do not need to sell the salt at the peak of the har-
vest. Farmers can store it in a warehouse and sell 
it when prices are high. However, those who get 
loans from cooperatives are few and the same per-
son. Those who have collateral take precedence 
over those of us who do not have it. So we were 
forced to sell salt to wholesalers at a low price, even 
not cash. They take the goods first, and the goods 
are paid a week or a few weeks later.”

The same thing was expressed by Mr. Tamin, a 
fishing vessel worker in Pati Regency: “Usually in 
good seasons (small waves and not rain), fishing 
workers can earn up to Rp 5 million per month, 
but that income runs out right away. When he was 
asked why not set aside his income to save. With 
a laugh, Mr. Tamin answered: “People like us are 
not used to saving money. The amount of money 
we get is equal to the amount we spent.”

The low level of education is an obstacle to inclusive 
financial education among fishers. High income in 
the harvest season runs out only for useless needs, 
such as buying cigarettes, for a motorcycle down 
payment. Not a few of them even use their money 
for damaging things, such as drinking beverages 
or spending time watching local music concerts 
(Dangdut in Bahasa). Darso (a young fishers) re-
vealed: “When can we feel happy life if not at har-
vest time? Should we have to live a hard life over 
and over? Occasionally we feel good life.”

The harvest time usually happens during the dry 
season in June, July, August, and September. In 
these months, the income of fishers and salt farm-
ers could reach 5 million rupiah or more. However, 
during high waves, especially at the height of the 
rainy season, they usually cannot work so they 
have no income at all. The cycle is depicted in the 
 following table.

From Table 1, it can be seen that the income of 
coastal communities in Jepara, Demak, and Pati 
Regencies in January, February, and March is 
very small because they cannot go out to sea and 
catch fish. Salt farmers cannot produce salt and 
fish farmers cannot catch fish because of the 
weather, wind, and high sea waves. The fishers 
hardly carry out the productive activities. Their 
average income is only 150 thousand Rp to 350 
thousand Rp in one month. Fishers can start 
producing in May, at the beginning of the dry 
season. Their income in May began to increase 
to an average of 2.5 million per month, then in-
crease again in June to an average of 4 million. 
In July, August, and September, there is the har-
vest season for fishers and salt farmers because 
the weather is good. Their average income can 
reach Rp 5 million and even more. Fisher’s in-
come declined again in October, November, and 
December, at the start of the rainy season.
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3.2. The reconstruction of Salam 

contract of Islamic MFIs  

for farmers and fishers

Salam contract is known as a contract for the 
agriculture or agribusiness sector. This contract 
is effective in eliminating Usury, Maysir and 
Gharar in the agricultural sector with bonded 
practices that are mostly carried out by com-
modity traders. Islamic Banking Statistics issued 
by OJK (2017) does not even record a single digit 
of the Salam contract. It means that all Islamic 
banking in Indonesia does not use a single Salam 
contract in its financial transactions. This is 
an irony in an agrarian country like Indonesia. 
Indeed, funding for the agriculture and fisher-
ies sector does not have to use Salam contract. 
However, with the zero figures, it indicates the 
low level of seriousness of the banking world in 
developing the agriculture and marine resources 
as a business potential.

Islamic MFIs in Indonesia are currently not 
familiar with the use of the Salam contract. 
Observations in all BMTs that were the object of 
the study showed that none of the BMTs used the 
Salam contract for the agriculture and fisheries 
sector or other sectors. This is because BMTs as 
Islamic MFIs still minimally serve the agriculture 
and fisheries sector because of the high risks that 
must be borne by them.

Salam contract, which has been applied so far, is 
the one that has not been modified, so it has not 
been adjusted to the needs and characteristics 
of the community as customers whom they will 
serve (Al Fijawi, 2016). The Salam contract model 
in this study is the one that is constructed accord-
ing to the characteristics of the fishing community 
to alleviate them from the moneylender and mid-
dleman’s snares that have been shackling them.

The roles, tasks, and functions of each parties in 
the scheme are described prior to  elaborating the 
parties, and their functions and tasks. 

1. Islamic microfinance institutions

a) Islamic MFI is cooperation owned by the 
members, i.e., farmers and/or fishers, which  is 
managed independently from, by, and for the 
members;

b) Islamic MFI identifies the problems, educates 
family financial management, and fulfills the 
members’ financial needs according to the 
season cycle, in order to make them not get 
into debt with moneylenders and wholesalers;

c) Islamic MFIs records the production results 
of its members in one period (one year), and 
then makes a mapping of markets, prices, and 
other information related to commodities 
produced by them;

d) Islamic MFIs functions as a connector be-
tween buyers, members, and market informa-
tion  at the local, national, and internation-
al levels to make the wholesalers not easily 
 manipulate the prices so that the bargaining 
power of farmers and fishers can be lifted;

e) Islamic MFIs empowers women to process the 
harvests into products that have added value 
so that they can reduce plummeting prices 
and improve the welfare of farmers’ and fish-
ers families;

f) Salam contract is conducted between Islamic 
banks and Islamic MFIs to fund the members’ 
needs in the short, medium, and long term. 
This is done so that commodity price stability 
can be maintained, members as farmers and 

Table 1. The cycle of fisher’s income and consumption in Jepara,  Demak, and Pati Regencies (000 Rp) 

Information Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Average

Income 200 150 350 500 2.500 4.000 5.000 5.000 5.000 4.000 3.500 1.000 2.600

Basic 
consumption 1.500 1.500 1.500 1.500 1.500 1.500 1.500 1.500 1.500 1.500 1.500 1.500 1.500

Non-staple 
consumption 0 0 0 150 400 2.000 2.500 2.500 2.500 2.000 1.500 500 1.171

Total 
consumption 1.500 1.500 1.500 1.650 1.900 3.500 4.000 4.000 4.000 3.500 3.000 2.000 2.671

Savings –1.300 –1.350 –1.150 –1.150 600 500 1.000 1.000 1.000 500 500 –1.000 –71
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fishers do not experience losses due to abun-
dant production and falling commodity prices.

2. Farmers and fishers as the members of Islamic 
MFIs

Farmers and fishers as  the members of Islamic 
MFIs have rights and responsibilities as follows: 

a) ensuring the quantity and quality of com-
modities based on the desired standard of  lo-
cal, national, and international buyers; 

b) continuously improving the product qual-
ity so that the price guarantee that has been 
fought for by Islamic MFIs can be maintained 
or even improved; 

c) ensuring that the production or harvest peri-
od does not miss the agreed time with Islamic 
MFIs,  Islamic banks, and buyers; and

d) getting price certainty and funding guarantee 
for commodities and loans for business needs 
as well as personal and household needs.

3. Buyers

Buyers are the party that has the strongest bargain-
ing position in the trading system of agriculture 

and fisheries commodities. With the strength, the 
relationship between buyers and farmers or fishers 
becomes a patron-client relationship. Therefore, in 
this scheme, the buyers can utilize Islamic MFIs 
as a source of information on prices, production, 
and quality of commodities produced by farmers 
or fishers. Islamic MFIs guarantee the product 
availability, time, quality, and quantity of agricul-
ture or fisheries products from the members.

4. Islamic bank

Islamic bank functions as Islamic MFIs fund sup-
plier for the members’ needs and buyers’  demands 
and ensures the installment payment of the mem-
bers. Islamic bank as the owner of the funds bears 
the high risk of the agriculture and fisheries sec-
tors. The risks can be reduced by the emergence 
of Islamic MFIs as an  institution empowering its 
members. Members’ finance can be managed well 
with the empowerment carried out by Islamic 
MFIs. 

5. Islamic insurance

The presence of Islamic insurance will further en-
sure the risks faced by Islamic banks, Islamic MFIs 
and buyers because Islamic MFIs have established 
a good financial management system and educate 
their members in managing the household financ-

Figure 1. The model of reconstructing Salam for farmers and fishers
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es. Thus, the certainty of price, quality, quantity, 
and time, as well as risk mitigation, can be carried 
out in accordance with the objectives of MFIs, the 
Islamic bank, the buyers or the Islamic insurance.

4. DISCUSSION

The agriculture and fisheries sectors have differ-
ent characteristics from other sectors, such as 
trade or small industries. Agents in the agricul-
ture sector are generally referred to as farmers, 
while those in the fisheries sector are referred to 
as fishers. Income of people who live in this sec-
tor is greatly affected by seasonality, crop yields, 
commodity prices, and weather conditions. For 
fishing communities, the height of the sea waves 
influences on their fish catch. Therefore, in cer-
tain months, especially during the peak of the 
rainy season, fishers sometimes take a day off to 
sea because the height of the sea waves makes 
it impossible for them to fish. Ministry of PPN/
BAPENAS (2010) identifies the problems in the 
agricultural sector that cannot be separated from 
infrastructure, land ownership, water availabil-
ity, capital, hatcheries, agricultural support sec-
tors that are not yet integrated, and other funda-
mental problems. Thus, the financial innovation 
of the agriculture and fisheries sector must be 
carried out by Islamic MFIs in order to benefit 
both parties with measured risks to maintain 
their viability.

In Pakistan, the development of MFIs in the ag-
riculture and fisheries sector is mainly carried 
out to mitigate high risks (Kalhoro et al., 2017), 
facilitate MFI access with easy bureaucracy and 
access to credit in Nigeria and African countries 
(Emefesi & Yusuf, 2014; Abunyuwah & Blay, 2013; 
Jacob & Christianah, 2011). MFIs operating in 
this sector actually have high profitability in var-
ious countries such as Africa (Roy, 2012), India 
(Rasheed, Xia, Ishaq, Mukhtar, & Waseem, 2016; 
Vipinkumar & Lekshmi, 2012), Tanzania (Girabi, 
2013), and other countries. 

Empowerment of farmers’ and fishers’ communi-
ties through MFIs has shown success in various 
countries and continents. In Africa, research con-
ducted by Mago and Hofisi (2014) shows that MFIs 
are proven to help the agricultural sector and en-

hance the communities’ economic development. 
The results of the study conducted by Filli, Onu, 
Adebayo, and Tizhe (2015) in Adamawa State, 
Nigeria showed that the ease of credit by fishers had 
increased motivation, as well as strengthened and 
increased the productivity. In Ethiopia, Ayele and 
Goshu (2018) mention that MFIs have a role in ed-
ucating the farming communities to increase their 
incomes. Recognition of the success of MFIs has 
also been carried out by UN Food Organization 
(Tietze & Villareal, 2003); which exemplifies that 
MFIs in the Philippines and Vietnam have suc-
cessfully empowered the communities, especially 
women, in poverty alleviation and community nu-
trition improvement.

The high income of fishers is not only in Jepara, 
Pati, and Demak Regencies, but is also shown by 
Nasution, Sihombing, and Hasyim (n.d). In addi-
tion, fishers in Aceh earn more than the region-
al minimum wage (Dahen, 2016); fishers in West 
Sumatra have a significant income level using 
equipment and technology; Siskawati, Rizal, and 
 Prihadi (2016) elaborate the high income of fishers 
in the Province of Bangka Belitung.

The consumption patterns of coastal communities 
are also interesting to observe. This is because those 
with high incomes during the peak of the dry sea-
son also have high consumption styles. They usually 
buy things beyond their needs. Therefore, it is not 
wondering that from July to September, there are 
many new motorbikes in the fishing village.

Finally, the question arises on how the fishers meet 
their daily needs. A surprising answer was found 
based on observations and in-depth interviews 
with various parties around the coast. For fish-
ers who have fishing boats or have large salt fields, 
their consumption lifestyle is not a problem for 
them because they are a high-income community 
group. But for fishers or salt farmers who do not 
have land or have narrow land, to fulfill their dai-
ly needs at the peak of the rainy season is to owe 
money to wholesalers who buy their commodities.

The role of wholesalers in the structure of coast-
al communities is quite strategic. This is not be-
cause of their deviant behavior but rather the op-
posite. The wholesalers become the saviors when 
fishers need it. They easily give loans to small fish-
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ers to meet their needs. This bonding relationship 
has become a tradition in fishing communities. 
Consequently, when the harvest arrives, and com-
modities overflow, then the law of economy in the 
 economy textbooks is valid. According to the law 
of demand and supply, the price decreases if the 
demand increases and vice versa. If the amount 
of goods is abundant, the demand for these goods 
will be low, resulting in falling prices. When pric-
es fall, the wholesalers utilize this condition to get 
the goods at low prices. Fishers do not have a bar-
gaining position because they are already bound 
by loans they have obtained when they cannot 
work or are unable to produce fish.

Based on the characteristics and problems of 
the fishing communities mentioned above, the 

MFI as an intermediary institution must make 
innovations to its products and services to  alle-
viate poverty and provide the solutions to the 
fishers problems. MFIs in the agriculture and 
fisheries sector nowadays are still constrained 
by human resources, technology, capital and the 
lack of modern financial literacy in services to 
their members. This is in line with Situmorang 
and Sijabat (2011) who criticize the existence 
of cooperatives as MFIs that the large number 
of cooperatives has not been clearly connected 
to alleviating poverty in Indonesia. Rahmalia, 
Affandi, and Murniati (2016) also revealed the 
inability of MFIs to mitigate the high risk of 
the agribusiness sector. Meanwhile, Handayati 
(2015) questioned the commitment of MFIs in 
empowering the MSMEs.

CONCLUSION

The agriculture and fisheries sectors have unique characteristics that are different from other business 
units. This is because community income and crop yields in the agriculture and fisheries sector are 
highly dependent on the season, weather, and natural conditions and are not routine. This  uniqueness 
brings ideas up to make some innovations by creating an appropriate model  for agriculture and fisher-
ies sectors – farmers and fishers. The Salam contract has traditionally been the basis for a contract for 
the agribusiness sector, but Islamic banks have not yet applied it at all. This is related to the high risk of 
the agriculture and fisheries sectors. Salam contract reconstruction is expected to mitigate the risks of 
the agriculture and fisheries sectors, empower the farmers and fishers, expand and create new markets, 
release farmers and fishers from the shackles the  chains of wholesalers and moneylenders, and alleviate 
the farmers and fishers from  poverty lines.
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