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Abstract

There is a unigiee with Indenesia, as o Muslin majoriny countrey, but fiese Ielameic bank in Indonesia established in
1992 Whereas politically, mdonesia ix o member of OFC [ Organization of Tsdamic Confersnce), an institution
directly involved in the establishment af Islamic Developmenr Bank (108 ). The establishmenr of Islamic bank in
fndenesia in 1992 was a process of intersection and inflvence of pelitical infrastricrire (ICMI, MUY, LSAF, ete )
for e peliticald superstructire of pelictes thar contained Telamie svmbolism in banking., Whereas i the period
before 1892, palitie (ihe stede) sill conrradicied o the Islam syibolizetion. From thiv histovical backeround, ihen
this researelt begar as part of the political economy that study the fsbamic banking in Indonesia. This research is
a library research, with content analveis method, and bistorical appraogeh, The vesulty show that in the national
aspect, the movemenr of political infrastructure in the field of Islamic economy (such as banking) s mere effecrive
in the Lslamicdevelopment of the political superstructure policies. Even the effect of policies Islamization in the
Fslamic banking ffeld extends w0 other fields such ax pelitics, law, aoudemic, and yocial, While in the regional-
global wipect, the presence of Ielamic bank in Tndonesio by removed the anomaly of Indonesia es o Muslim
migjeriry conntry (sociologist ), member of ONC and founder af T08 {political) bur does nor have felamie bank. B
singe 1992, Indonexia has been affirmative towards the  dovelopment of Islamic financial  instingions
feconaomical ).

Keywords: lslamic political infrastructure, policy of palitical superstructure, [slamic banking,
L Introduction

Indoresia is losing rapidly with Malaysia which established Bank lslam Malaysia Berhad (BIMB) in 1983, and in
the Philippines stood Al-Amanah Islamic Investment Bank (Phalippines) in 1990, Compared to other countries in
the Middle East, Indonesia lags far behind Dubai Islamic Bank UAE (1975), Fasal Islamic Bank of Sudan
(1977), Bahrain Islamic Bank (1979), and others. Related to the Muslim population and political aspects in
responding o the Islamic bank development, there are several studies, Engeell (Uppsala University, Sweden,
20M8:3) found the growth of Islamic Meance m world level increased by about 15% to 250 billion pounds, Bur it's
institution is difficulty to integrate and to compete into the Western economy.

However, there are [slamic banks that can develop in mon-Muslim countries like in the UK, Some of the Factors
that suppart such soccess are political and sociologicsl factors. The Financial Services Authority (FSA) UK s
politically very encouwraging towards the development of Islamic bank. While the sociological nspects are
reflected n the presence of Muslim populations who are very passionate in reporting of Islam { Engzell. 2008: 3)

Belouafi and Chachi (20114: 38), explains that Britain is a very active couniry for the development of Islamic
finance, from ¢conomic or political aspects, The minority Muslim population in the UK but able to respond the
Islamic bank development further reinforced the unigueness of the Tslamic bank development in Indonesia which
was present in 1992 It's not reflect the sociological realities (Muslim majority), and political reality (OIC
members). 1992 was a very long span of time from 1973 when the IDB was founded. So in this paper will he
traced on the social, economic, and political backeround in the establishment of Islamic bank in Indonesia in the
19905 with the approach of political economy, the study of the intemelation of political power (political
superstruclure ) with the Muslims interests (political infrastrugtune), The study of the interrelation of the political
superstruciure in Indonesia in the 19905 with the Tslamic polineal infrastruciure has been done by many experts,
such as M. Syafi'i Anwar (1995). Bachtiar Effendy (1998), Kemaruzzaman Bustaman Ahmad (2004), Richard
Robison (1990, 1996), Robert W . Hefner (2001 ). Vedi R Hadiz (2011). and others.
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However, these studies focus more on the purely Tslamic socio-political studies, have not studicd much about
Istamic hank or [slamic economics, Acconding o Perwaatmsdja (2016} and Antonio (2016), from ihe
cstablishment process to the opening of a lslamic bank (with the principle of profit sharing) in the 199%0s, there
wiis an excitement in the political superstructure to make it happen. There 15 hardly any resistance or debate that
leads to the dismption of the Islamic bank establishment. Whereas in the real plains in the community (lslamic
perlitical infrastructure), there is stll disagreement about bank interest as an economic activity that 15 contradictory
ar not 1o Ishamic system, To reinforee that the political economy research of Tslumic banking in g country s 8
very urgent. | found that similar research: Clement W, Henry (2015) in research in Indonesia, Mutiara Dwi Sari
et al. (2016}, conducting research in Indonesia and Malaysia, and Okeks V.05 and Ojubwu Uche Grace (2012)
conducting rescarch in Migeri., Some of these studies show that the development of [slumic bank in many
countries bas become part of academic research.

I, Theory Framework

L. Coalitiomgof Political and Economie Interest Theory

Iincludes "Coalition of Political And Economic Interest Theory” as the basic theory of political economy which
is referned (o the Mallamngeng (2002). According to the Coalition of Political And Economic Interest Theory,
policy changes require broad coalition support from various economic groups. Therefore change is only possible
when a winning group of coalition is stronger to compel the policy makers 1o adopt » specific policy. The
advantage of this theory lies in its basic assumption that the policy chang reflects the grearer change in the
society, The problem of this theory oversimplifies the complicated problem in the question of the economic group
interests,

2 Integration of Religion, Economics, and Politics Theory

Integration of Religion, Economics, and Politics Theory. | develop from several theories: Firstly, Mallarangeng
(20002) explains the Coalition of Political and Economic Interest Theory (as described). Secondly, Ayubi (1991)
which explains in political necessity needs to be mobilized by a reform towards the realization of 3D {al-din, al-
clurydd, al-deuliair), Third, Caporaso wnd Levine (2008:7) which explains that political ceonomy as an inlerrelation
of various aspects of economic and political institutions in an economic policy. Fourthly . Yustika (2009:2) which
explains the political economy believes that the power structure will affect the economic achievement, otherwise
the pure economic approuch considers the power structure in market is given. Fifth, Effendy (2009:214) which
explains that the enfavorable relatonship between Tskam and the state so as 1o impact the elimimtion of Tslamic
perlitical mole to participate fully in the development of Indonesian politics, especially in 1970 to 19805, Then the
convergence interrelation between Islamic politic and state found in 19920 when both accommuodale each other's
interests O the five theories mentioned above, then construct the "Integration of Relizion, Bconomics, and
Palitics Theory". The theoretical plot can be seen in the following schematic drawings:
Chart |
Framework of the Integration of Religion. Economics, and Politics Theory

Islamic Political Econom
/ | K

Notes:
| Boonmmic Stucies. 2. Polidonl Stadies, 3, Political Ecomomy Studies

£ Political Sodies of lam ipurei, 5, Sodiss of Blamie politenl aconomy

The study of political economics refers (o the "erticism” of the problem ol pure cconomice studies (C) non-
binding with power (B) (line number 1), and criticism of political studies thar only examine aspects of power and
pelicy (line number 2) Later, the study of political economy developed as a field of study that discusses the
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seonamic and power structure interrelation{Caporaso).Or views on economics thal are not given in forming power
structure (marker), but there is another element thal is politics (Yustika),

However. they only concern "integration of aspects B and C", both of which are not binding on
ideological/religious elements or aspects (lings B and C are cut off to al-din (A).

While the more dominant Tslamic political studies only extend to the social-political policy aspect, rarely
extending to the economic policy aspect (line 4). From the discornection of smdy relationships in 3 disciplines of
science (religion, politics, and economics). 1 construct the Integration of Religion, Feonomics, and Politcs
Theory, It is as part of the study of Islamicpolitical economy started from the existence of three big disciplines of
seience and ieology namely: religion fal-din}, economic (afl-dwnvdl, and politics (al-daulah thave integrative. The
interrelation between  al-daufah and al-din ipersonified with the society/Tslamic thinkers/Islamic political
infrasiruciure) in "integrative" conditions, does not marginalize esch other, which can give rise o ihe al-duayvd
policies includingthe principles of af-in (like Islamic bank) Then this phenomenon is callad the study of [slamic
Palitical Economy (line number 5 in the piciure).

. Research Methods
L. Type of Research

This reséarch Tocuses on lbrary research with the theme of Islamic banking in Indonesia. The focus of the siudy
is the things related o polincal infrastructure in forming the interrelation with the political structure so that the
hirth of Islamic banking policy in Indonesia in 1992,

2, Data Collection Method and Data Analysis

Dt collection methods used are documentation and interview, While data apalysis is qualitative with content
analysis methed (Sujono and Abdurrahman, [998:13), The workings of content analysis can be scen in the
following (igure:
Figure 2
Content Analysis Framework
Political Economy of Islamic Banking 1n Indonesia [992

CONTEXS REAL DATA | [ CONTEXS RESEARCHER DATA |
1. THE RIIL PHENORMENON | » [ I TARGET FINDINGS | RESULTS |
The Phenamenon of Islamic It can be known vanous historical aspects |thesis
Ranking Development n 1992 as approach) about the background and influence of the
the initial Data (material) presence of the first slamic bank in 1992 by analyzing
the data [material data fmessage material) supported
2 MAINDATA M by theories of political economy
2. DATA OF ANALISYS TOOLS
Fundamentsl Policy of lslamee
banking 1942:
s LU No, 71992 sbout Banking » Thasis of poldlcal economy, Blame podtic, Elamic
» PPNo 71,72 backwg
= Joumals and books of political sconomy, Elamic
banking
+ Document and imerdews
3. THE SY MPTOMS AND THE | 3 INFLUENCING SYMPTOME AND CONDITIONS
COMFTRMENG COMNOTIONS
» Palitic Rexim
hcsothaising o ¥ New Oide, pre’ 1992, Authorrfonon, Repressive
« Insfrastruciur of Political Islam ¥ Mew Onle, 1993, soormndating
¥ 1 Ialamic: Party ! o Infrasroeur of Pidicical Blam
me!E are I:I‘.ESEIE'B and lEd.IDTIH ¥ Pm 1992 sy bstmmsindist, margioal
waithini the Muslim community 1092 subannsialisy, religious - ineleciaal
» Ecoromy « Ecoadty
o SUPEI'D.F Chings Pro 10925 musd fen B o prsts
* hewslim infarior ¥ Iirg 1992 bouspedes-ennslim mrncnny
+ Social + Fasken 1999 2: hoter g e muslimarmowdng
Thara i5 a Muslim ineilectual s Soolsl
movement aboul islamic banks « Muslim intelectual grawing
 Izlamic banking lssie growing
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1. GEMLADAH KDRDIS YAND
MERPEHEARUHI

3. Research Approach

The approach used s o historical approach, which is 1o examine the background and development of the ssues
stuclied. It is used to explain how the economic. political, and social background of the establishment of the first
Islamic bank. and how to develop policies that encouraged the development of Islamic banking in Indonesia in
1992,

IV. Islamic Political Infrastructure In The Establishment OF Islamic Bank In Indomesial992
1. Embryo of Islamic Bank Thought hefore 1992

The historical aspect, ICMI (Indonesian Muslim Scholars Association) s an important insttution in order to
establish Islamic bank in Indonesia in 1992, But there is an important ICMI embryo in the idea of lslamic
coonomic syvstem and Islamic bank namely LSAF (Institute of Religious Studies and Philosophy),

| found much research the history or political economy of Islamic banking in Indonesia but did not mention the
existence of LSAF. BEven though.the LSAF existence is very Tundamental melated to [slamic economic idea in
particular and intellectual lslam in general. The LSAF is a fornam for study and communication of religious,
culmral, philosophical and social issues. The study involves experts. scholars and enthusiasts of these issues and
communicates melevant ideas and thoughts in semmars and discossion forums and  publicly  publishes
conlemporary and actoal Blamie weas mond thoughts, In the LSAF there are M, DawamBohardjo, Ahmad
Svali'iMatarif, M. Syafi'i Anwar, and others.

According to Maarif (1905 129 the LSAF is a proof of the intellectual gait of Muslims in making
breakthroughs of proud Islamic thought.,

O that basis, LSAF s a proof of ntelleciual process that is very important in the development of Islamic
economic system and Islamic bank in Indopesia. The intellectual development of the LSAF is embodied in the
Jovirnal of Uliwend Qure'an, where intellectuals, scholars, and technoerats unitzd to pour very comprehensive and
constructive lslamic ideas, including on Islamic financial systems and institutions. Such as in the Journal of
Llwed Qur'en, Vol, 1L 1990 M/1411 H, specifically examines the various views of business or management
ethics in Islam. There are arlicles of Sayyid Hussan Masr, "Pandangan Islam Tentang Etika Kerja(The Tslamic
View of the Work Ethic)", Ahmad S, Adnanpuira, “Nilai-nilad Islam dan Budaya Korporat (The Islamic Values
and Coorporate Caltures”, serth Mubammad Imaduddin Abdulrahim, “Sikap Tauhid dan Motivasi Kega { Tauhid's
Attitude and Work Maotivation)™,

However, during the 1998 economic crisis that catapulted the price of paper has affected the Jowrnal! Ufummd
Ouer'ven collapse and not published more than 10 years. Then on May 10, 2002, DawamBRahardjo, (ounder and
Head Redactur, declared the JowrnafDienud Qur'anis back to answer the Muslim needs in expressing the gquality
thinking ( Kompas.com. May 10,2012y,

Riuhardjo. since the 1980s has been initiated on the prohibition of usuryiriba) and the idea of Islimic economie
syslem.He is o LSAF proponent amd very cxplicit 1o say that the bank interest as aoriba, He i3 also gn economic
thinker whe often incorporates [slamie elements or values in his articles. Some of his article in the Jowrnal of
Cilrenned Qur'an (1991:30%, or o the book Fike Fkoromi din Marajesten (19900, it will be very good 1o his
articles that incarporates the values of Islamic economic system.

The LSAF wus the dnving force in the first Muslim intellectual gatherning organized by the Indonesign Ulama
Council (Majelis Ulama IndonesinMUD, two Islamic vniversities, and foor NGO that mitisted the idea of
establishing a Muslim intellectual in 1984, To be continued in [987 at a meeting of Muslim scholars on the
campus of Djuanda University, Bogor, in the "patronage” of Alamsyah Rat Perwiranegara, the idea of forming a
bond of Muslim scholars wus reinforced (see the brief history of ICMI in the next page).

The enistence of LSAF 15 never reviewed by varions articles on stwdy the historyor pelitical economy of Tslamic
bank or Islamic financial institntions in Indonesin. LSAF's disconecting in the process of Islamic economic
thought er ides in Indonesia, | think the LSAF is purely the group of the intellectual (social} movement without
any element or closensss to power politics.
While ICMI is the group that is very near to the politics or supra politic power so that its existence is more visible,
and the TCMT institutional more massive and national,
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2, Leading Sector of Islamic Political Infrastructure in Establishment of First Islamic Bank in 19492
a. [CMI-MTT

ICMI stems from the idea of some students in 1987 who discussed the polarization of Islamic leadership. The
discussion was responded by variows scholars, especially ZA, Akhmadi (Rector of Unibraw) and A, Malik Fadjar
(Rector of UMM, and sever Islamic Ggures,

Then officially ICMI was formed at the "National Symposium of Muslim Scholars: Building the XX1 Century
Society" on 6-8 December 1990 in Malang (Anwar, 1995; 255, Thaba. 1996: 290, Muhammad (ed.), 1991; 5).
The naming of TCMI with C (intellectualy is the idea of BJ, Habibie previously initiated by NurcholisMadijicd
under the name ISMI {(Indovesian Mushim Scholar Association), { Rahardjo, 1996:; 23),

The establishment of TOMI was responded by various outside thinkers, SailulMujani (in Fauei (ed.), 1995:76-77),
said that Hefner (1995), an anthropologist from Boston University (USA). suspects Soeharto's support for ICMI's
estnblishment as an opportunist strategy, because of his political stance that sees a change -a positive change
about "Tslamization” especially in the middle class society,

Makamura { 1993}, an anthropologist from Chiba University (Japan) and Harvard University (AS), argues thae the
founding of [CMI is a result of the structural transparency of Indonesian society that finds the convergence of
dual social and political processes, and the rise of the scholur middle cluss in two decades. The condition as u sign
of Indonesia is moving towards a very developed Muslim nation,

From these two opinions. the presence of ICMI has created the dynamics of Indonesian Muslim society.
considered positive as the rise of Indomesian Muslims, otherwise considered negative if its views are
overwhelmed by prejudice and fear of Islam ( fsfam plodia ).

Although, ull opinions that disagreed the ICMI presence due to fslam phobia, Gus Dur was o Muslim who
disagreed with ICMI, just in the contex of fomul political Tslam, He think the Tslam is more approprisle a8 a
foundation of the ethical values of modern society, because Indonesia is a multi-ethnic and mult-religious
COuntry,

Vedi RB. Hadiz (201 1:18-20). Professor of Asian Societies and Politics at Murdoch University, argoed that
tensions hetween rulers and political Bslam were significantly "benign® afier the fourding of ICMI. This vehicle
can provide a mute o bureavcratic power for the "new Muslim middle class" that emerged during the
modernization process. ICMI hecame an organization filled with stime bureaoernts, as well as Muoslim political
activists who had previously criticized the state.

Impertantly, indigenous businessmen such as Fahmildris and Fadel Muhammad play an important role in [ICMIL
Using ICMI's muandate, they announce the need Tor a more balanced distnbution of cconomic wealih, and
economic power criticism of China's business conglomerate,
As Robison and Hadiz observed:
For many, the founding of ICMI signaled o new era m which Islam finally "arrived' as o soctal and
political force.
In cuphoria, some opinions see [CMI ss a possible tool for attacking people who were held responsible in
this past becuse of Mustim emphasis, including within military circles,
According to Kara (2005:174-175) referring Rahardjo { 1996:23). the establishment of ICMI 15 the most important
milestone in the accommeodative relationship between Islam ond the state because in this organization met various
Islamic leaders from bureaucrats and non burcaucrals,
Aritonang (1990:32) portrays idealist ICMIE as & means of uniting anthropocentric to theocentric, or uniting
intellectually with the spiritual .
ICMI's idealism was very precise in the 19905, Sociologically, ot this time there is an incresse in religiosity, many
Muslim families some schools abroacd,
President Suharto is expected to participate in the heavy duty of intellectals such as ICML. The responsibility of
scholars is not only interms of knowledge and science. bul also political interests.
President Sochar 1o responded concreely by sceommaodating the Minister of Development Cabinet V1 in 1993
1998 which is almost 90% Muoslims, and some ministers are ICMI administrators. As Marie Muhanmmad became
Minister of Finance. Abdul Latif became Minister of Labor, TarmiziTaher became Minister of Religion. So the
birth of ICMI is very natural. although the initiasor is a student (Mubammad (ed.}. 1991:531-32).
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For Karnsen (2006), TCMT b5 a strategic vehicle in releasing Tslamic banking issues with the jargon of "hank
without interesi”, us well as guarding oneselfl from the ixfamaphobio,

Evidently. ICMI was the one that encouraged the MUI National Congress to give binth to the first [slamic bank in
Indonesia (BMI), Things that arc difficult to do by Islamic orgenizations in the MUL or even outside the MU in
merving the establishment of Tslamic banks in Indonesia.

The existence of 1CMI as the axis of Islamic banking establishment is very smooth under the leadership of BJ.
Habibie who in the 1990s served as Minister of Research and Technology, Head of BPTT (Agency for
Assessment and Application of Technology), and Habibie is a person who is very trusted by Socharto. Clement
W, Henry (2015} called the first Islamic bank presence in 1992 o major role for BJ. Habibie.

h. Intellectual Group

Dwi Sariet al. (2016:179-181) explains that the thoughts and 1deas of Islamic banks in Indonesia can be referred
o the movement of K. H. Mas Mansur (Chairman of Mubammadivah) in the 19305, He was the Tirst to think of
the: idea that Tshamic bank should operate withoul a system ol interest, For him, the interest of conventional banks
is illegal {hewenn) because there is an element of extortion. His idea led 1o reactions and debates among scholars
and socialist leaders such as Mubammad Hatta, Because according to the socialists that the interests of
conventional banks we voluntary between the two parties. there is no element of extortion. coercion, and the
amouml reguired is not laree.

When the [slamic Development Bank was established in Jeddah in 1975 Indonesia was involved in its founding.
But the New Order's political policy continued to link the establishment of Islamic banks with [slamic state issues.
Islam was developed solely for worship, the 1declogy of life, not in the Indonesian constitutional system. In
1982an, AM. Saefuddin along with Amin Aziz, AbdillashThoha, AdiSasono, and M, DawamBahardjo, established
the Center lor Agribusiness Development (PPA). The grnd design does not focus on Tslamic cconomic projects,
but the ideas of the Islamic cconomic movement are discussed. Amin Asiz from PPA who Jed the study group 1o
discuss the idea of Islamic economic movement independently in universities, so that held "Firss Nutiona!
Conference of Islamic Economics” in Bandung, 1983,

Then sn experiment on [slamic finance institutions was formed by Salman Mosque activist students, Institute of
Technalogy Bandung by establishing Baitut-TamwilTeknosa in 1984, which was originully in the form of
Teknosa Expertise Cooperative (Choiruzead and Nugroho, 2002:959 in Utama (ed.). 200 3), The presence of BMT
Teknosa, then followed up by religions leaders who are members of the MUL te do deepening about the concepts
of Islamic finance including the lslamic banking system ( Kewnpas.com, Nov 26", 2008).

The campuign of the Tslamic economic movement and criticism the existing cconomic practices such as
conventional banking sparked controversy in society, Prestigious magazine Tempo also describes the campaign of
economic lslamization has attracted to public attention and invited responses from various community.

In 1984, the ides of Islamic bunk establishing was present @gain; First, the regional socio-political influence of a
growing Malaysign Islamic bank (BIMB) and successful. Second. referring to Hetner (2001:504) 1n the 1W80s,
emerging new modernists (young Muslim thinkers), They campaign not © conguer the country, but for
educational and culturl relorms with a new {global) democratization and human righis discourse, They argue tha
the ultimate poal of Muslim politics, not a centralized state with a monopoly over political and coltoral rghts. but
on Muslim civil society capable of compensating for state power, and promoting o public culture of pluralism.
publie participation and social justice.

Indrastomo, PhoD from Durham University, explained that the presence of Islamic finance in Indonesia can nol be
separated from namely an alternative economic system based on the valoes and norms of Islam, This movement
wis aspired by the failure of the New Order that was unable o fulfill its promise, bringing social justice and
equality into economy,

The Tslumic economic movement in Indosesia is not merely o vocal elfort w bring the "[slomic legal tradition”
into the socio-cconomic and scope relationships as Hefner (1996) suggests. In contrast, (he Islamic economic
movement in Indonesia s influenced by the hope of creating a just and equitable economic system, which is more
related to magdsid sharia or shari’a goals than the formalistic interpretation of Islamic jurisprudence.
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But the signs of Tslamic identity have generally begun in the maddle-class mosement of Tslamic identity in
Southeast Asia, such as BajuKurung and Mini Telekung for religious costumes and eontemporary Muslim
women's hooded trends (Indrastomo 20016:63-64). Thoughts about the idea of the Islamic economic system and
the growing trend of Islamic identity. especially in the middle class. its can’t bring Islamic financial institutions in
Indonesia.

The New Order's political situation in relation to Islam was very tense (antigonistic). in which power was still
suspicious of the symbolization of Ishim, and imposed on the single principle of Pancasila The biggest influence
of the new lslamic banking policy began in 1991, when Bank Rakyat Rakyat (BIP'R) of Dana Mardhatillah and
BPR. BerkahAmal Sejohtera was initiated by Institute for Islamic Economic Development (ISED) Bandung
(Ascarva and Yumanita, 2005;44), Institutional References that Faalitale the establishment of the Arst Islamic
bank in Indonesia,

There are also movers or actors that play a major role directly against the establishment of Islamic bank in
Indonesia, KamaenPerwaatmada, AM. Sacfudin. M. Amin Aziz. M. Svafii Antonio, from entrepreneurs such as
AdiSasono, Fadel Muhammad, Fahmildris, and others.

Even Karnuen (20016) in rebeasing Islamic hanking issues with the jurgon of "free interetsbank”, as well as
puarding oneself from the fdlamophobio, is supported by De, Ahmed Mohammed Al Al-Madani President of the
Istamic Development Bank). Karnaen also served as Executive Director of the Islumic Development Bank (IDH)
Period 1988- 1990,

3. Islamie Bank is a form of religions, economic and political intfegration

Islamic banking is basically a manifestation of the way of religion throogh the economic field that is very
differemt from other religious lelds such as prayer, fasting, and hajj, While the Islamic economic field regquires
openness (inclusiveness ), rafionality . and modern aspects in the transaction.

In both cases (religion and economy ) if it has been achieved, then in realizing the empirical und juridical aspects
(legality ns an cconomic law) required another aspect of political power, This basic fmmework, histodcally
existed during the founding of the first [slamic bank and its various regulatory aspects in [992,

Indications of Islamic bank is an effort o manifest the way of religion seen in the process of establishment of the
first [slumic bank in Indonesia in 1992 which can’t be separated from the intellectual thinking of Indoncesion
Muslims, the mmin fssue tha develops aboun the idea of eswblishing Islamie banks as mor-ribowi bank by
Muhammadivah and NahdlawlUlama, the two larpest Islamic social organizations in Indonesia (Antonio,
1996: 12,

Ali (2004:12) describes Muhammadivah and NahdlatulU lama had long been in economic activity long before the
birth of the New Order in 195, but until the 1950s, the political role of Muslims marginalized. In the late 19805,
the New Ohrder govermmient began to be eriticized for not involving indigenous entreprencurs in the development
process and more allowing specific rights for the Chinese minority. Muslim social forces against political power
bezan to develop in the 1990, at the start of a widespread middle class of intellectual Muslims who had great
access to power. This middle-class group based on ICMI-MUI reflects the "religious, economic and political
integration” n the process unrtll the establishment of Islamic bank in Indonesia.

Such political-sociologicul processes wre relevant as is the birth of the IDB (Islamic Development Bank)
supporied by the global social and political movement (O1C). And sociologically . the presence of the DB s the
influence of the movement of revivalism, modernism, and neo-revivalism.

On the political side, the birth of the first Islamic bank in Indonesia, os well as the impact of Soeharto’s political
comlort amidst the vortex ol the Tslamic community (ICMI-MUT) so-as (o encourage the govemment (o infervene
in the economic market without attacking from ihe opposition currents. In the theory of Llamic political
economy, such government intervention according to as-Sadr (1981:721 ), 15 called al-taddbhnd af-daulah.

Mationyl political developments conducive 1o the breadth of Islamic symbolization, then parallel with the
possibility of establishing an Islamic bank, The stronger the position of political Tslam is the greater chance of
establishing an Tslamic bank or the development of an Islamic economic system. Conversely, the weker the
palitical pasition of Tslam, the less chance of estahlishing an Islamic bank or building an Islamic economic
system. This thesis is a strengthening of FilizBaskan {in Henry and Wilson {ed.). 2004) who conducted research
in Turkey. paralle]l political conditions with the growth of Islamic financial institutions.
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Thus, the presence of Tslamic banks in Indonesia is an important pad in the realization of the integration of
religions economy, and politics. Where is the bank as seconomyactivityfef-durmvd | but also institution in careying
out relizious activities {af-din} through the contracts contained in the products of Islamic banks, and its existence
is supponted by o political power {al-dawlal ). This is very visible, in the event of political power (government).
public (MUIL), and entrepreneurs with an Islamic background led by ICMI to establish the first [slamic bank in
Indonesia,

Integration af-din and al-dawlah embodied in policy PP 70,71, and 72 Year |992_ Bot in the developmeni from
1992 to 19948an, Muslim entrepreneurs have not responded to the Islamic banking svstem. as owner or customer,
The condition is very different with the establishment of Bank Malaysia Berhad {BIMB). The success of BIMB
(1983) a5 a full-Medged commercial bank has social and economic roots that have taken place since 1963 through
Tethuong Hafi led by The Muslim Pilgrims Saving Corporation. The suceess of the Tabung Haji provides o greal
boost to the establishment of Bank Islam Malaysia Berhad{ BIMB), a fully-fledged lslamic commercial bank. The
Tatlumyg Hafi contributes 1o 125 percent of BIMB's initial capital of M % 80 million (Anff, 1988:47). Hisiorical
records of the pilgrimage Tabung Haji, the existence of the Malaysian political space for the earth of men or
Malay (Islam), and the state's response to the establishment of an Islamic bank have created Malavsia as a world
relerence country in the mode] and development of Islamic banks.

While the establishment process of first lslamic bankin Indonesia does not have embryo based Islamic financial
institution as Fabung Haji in Malaysia. Prior to 1992, several BPRS had been established, but the existence of
BPRS was not directly related to the establishment of BMI, especially from the capital aspect.

OF several parties directly involved in the inital capial of the BMI reflects the very dominunt existence of
Suharto fal-dawlefi} in exercising his power to influence his subordinates: such as ministers, foundations are
initiated by him, even there are SOE companies that see not related 1o slam je PT. PAL, and PT. Pindad,

The result of interview with Kara {2005) explains that Soeharto's dominance is a settes of lobbying conducted by
Preparation Team for establishment of Islamic bank from MUL

According to Karnsen (2006, interview ) politically formed 2 Tobby Tewm o prospect Suharto abaut Tslsmic bank,
first through ministers. and second through Suharto's son and daoghrer. Even 1B. Scemurlin who in fact is 2 non-
Muslim minister afso participated in the lobby and respect for the idea of establishing an lslamic bank, While
directly playing the lobby team and arranging the MUI Team meeting schedule with Socharto is the Secretury of
State Minister Mocrdiono., One poinl emphasized by Moerdiono s net w be impressed that (e idea of
establishing an Iskamic bank or bank with the principle of profit sharing i an idea that is in fine with the NII
(Islamic State of Indonesia) or wishes 1o revive the Presidential Decree.

Described by Syafil Antonio (2016, interview ), before facing Soeharto there are vanouws bank names discussed by
the MUL Team for preparations presented to President Soeharto, such as the name of Bank Islamic Indonesia,
Bank Muamalatlslamic Indonesia, and others, Then agreed on the name of Bank Muamalat Indonesia, or Bank
Muamzalat [slam Indonesia

The meeting also took place on Wednesday, at 10000 am. Perwaatamadja {2016, interview) who accompanied
Hasun Basri { Chairman of the MUT at that tume) to face President Socharto explained:

Before facing Sochano, MUI Team has brought two names namely Bank Mualamat [slam Indonesia and Bank
Muamalat Indonesia, When the two names were presented to Soeharto. Soeharto chose Bank Muamalat Indonesia
(BMD, with no further comment,

The resull of imerview with Karnaen author is dilfement lrom that written by Basic (2009:26) refers o Triyuwono
20001 16}, professor of accounting Universitas Brawijaya, East Jovi, Whereas according o Hasan Basn in the
contexl of Subano’s political policy 1o "eliminale” the word Istam in the npme of the bank (proposed by Bank
Mualamat Indonesia/BMIL because muamalat already shows [slam and to keep the unity of the nation, and does
not invite move (Java, disease), therefore the president does not want the establishment of the bank by using the
word Islam is afraid of causing 0 commotion in the community.

According to Karnaen (2006, in the meeting there is no further opinion from Soeharo after agreeing on the name
of Bank Muamalat Indonesia. In this period. the central fizure of the supra-political structure becanse as part of
the power, but also as part of political infrastructure because the founding actors of ICMI, BJ. Habibie.

Clement W. Henry (2015) argues that the presence of the first Islamic bank in 1992 was a major role.
Bacharuddin Jusuf Habibie, He 15 a capital driver by mobilizing his 87 best friend as shareholder. But | found the
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other actor KarnasenPerwaalmadja who really have a big role in designing mectings between political structures
and infrastructure, even in lobbying the parliament to realize the Islamic banking system in Indonesia, and he was
experience in intemational bank institution (IDB). This opinion is also rarely written by many researchers.

Before the issuance of Law no, 7 of 1992, there have been many other regulations that kead to the loosening of the
opening of national private banks, In the perod of deregulation, the author disagrees with Kara's snalysis which
explains. the potential of Islamic banking establishment can actually be implemented during the deregulution
period. or in the pre-law era, 7 of 1992,

According o Kara 2005), the deregulation package of banking June |, 1983 became the basis for banks o
determine the intercst rate in accordance with the condition of each bank, between one bank with another bank
will be different in determining the interest rate, The government expecis the nationa] banks (o be more aggressive
in attracting the public fo invest their funds in banks by determining the interest thar atteacrs the attention of
potential customers.

On the other hind. the banking deéreeulition policy of June 1983, could become the basis for the bunking world to
apply the 0% interest rate, Banks can conduct economic transactions without applying a system of interest that in
the view af Blumic ccomomics is not justilicd (Karw, 2005; 104-105, 130, Perwaatmadia, 1996 32, Basir, 2009;
-3,

Kam's analysis, which refers w Perwaatmadia's opinion, may be approprate that the June 1, 1983 policy allows
banks to enforce transactions at 0% interest rates. However, looking at the purpose of the policy then the analysis
is Jess precise, Because the direction of government policy 1s o expect high interest rates so that people become
interested i saving money and deposits, Not the other way around, when the sluggishness of the people investing
in the bank instead of the dinolkan interest mate that can impact savings transactions or deposits become
increasingly not increased.

In the sforementioned inlention, Perwaatmadja (2006) éxplains that the uncertain interest conditions aml the
government can nol control where there are government-imposed interest and interest in he markel, and the
government can oo control the market interest, the government tnkes a policy on interest submitted o the
respective bank. In this position is already providing opportunities for the establishment of banks with non-
interest system. Despite the fact. politically it is very unlikely,

The hirth and regulation of Islamic bankingsupported by political aspects, MUT and other elements is o very
special religions phenomenon in the New Order ers. 1t is very difficult to do on other aspects.

The form of lsiamic teachings present in the domain of economic transoctions formalized in government
regulations (PP No, 70, 71, and 72 of 1992) can be regarded as an omnipresence Islam. vsing BuhliarEffendy,
Islam which is present everywhere and provides "mormal guidance which is true for human action "(Effendy, 1998:
6-5, Binder, 1985 4).

The subject that embodies the policy 15 o political and religious collaboration in economics a5 a matter of which
Fuazlurf shman 15 & compact totality in offering solutions to life's problems (Rahman, 1996: 241, Effendy, 1998:7).

V. Conclusion and recommendaiion

The harmonious politic between state and Islam in the New Orde found the best situation when there was a shift
in the govemment's view of the relational policy between power and the movement and thinking of Muslims in
the 19905,

Al the first Islamic bank was born in 1902 there was "accommodative politics” or harmonization of relation of
superstructure (ruber) and Moslem. However, if the presence of Islamic bank is only related to "accommodative
politics” then it is less appropriate n the framework of political cconomy stdy. Because the nature of the policy
m "accommodative politics” 15 top-down, the government is taking the initiative to accommedate the Muslims
interests in strictural positions,

S0 in "accommodative politics” policy products in the sense of regulation or regulation is not explicit. The policy
i5 implicit in that there is & change of pewer policy but not accompanied by a certain regulatory change. Like
when the president appointed ministers from FCMI and Muslims who are almost 80%, parliamentwho is also a lot
ol Muslims or Semrei amd raises the term "ijorovo-roya”, it as @ phenomenon and implicit only, Because the
President does not change the explicit policy of [ree political Tslam open o the public.
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In the analysis of pelitical sconomy, the writer sees the presence of the first Tslamic bank in Indonesia is o success
of Islamic political infrastructurefinterest geoup (ICMI, MUT LSAF, mainly through B.J. Habibie) that influence
political power/superstructure to create policy in Islamie bank establishment process.

Soan imporant point in political economy is bottom-up by frterest-group The power (political superstructure) is
nat merely an accommodation of interest-groupbottom-up thinking, bul power creates an explicit policy produet
that is & series of policy packages. 70, 71, and 72 of 1992 which marked the legality of the establishment of banks
and BPR with the principle of profit sharing, The three PPs reinforce legislation No. 7/1992 concerning Banking
which was previously issued and became the basis for establishing a bank with the pnnciple of profit sharing.
Some of these policy products can then give birth to | Islamic bank and 70s BPRS until the end of New Order's
power in 1 998an,

With the success of the political infrasrructure of Islam in the feld of economy in realizing the formal institution
of Islam in banking, and the emergence of regulation that strengthens it politically, shows the movement of
Islamic economics is a "synthesis" of Islamic. awakening through political process, Where in earlier times, the
state thesis tended to be "antithesis" with the mission of Islamic awakening in Indonesia.

On the other hand, although the 19905, the political superstucture has largely accommodated Muslim thought in
praclical areas for inclusion of executive or legislative powers, hut government policy remaing consistent “No
Palitical lslam", or no room for Istamic political parties.

Under these contrastmg conditions, the presence of a political superstructure policy on the "principle bank of
resuls” and the birth of Tslamic banks and Tslamic mural banks s an "anomaly " of politics, As the governmenl
maintaing a "substantive Islam® in practical political dimensions, bui on the teritory of the economic system,
governments make different policies in "formalistic lslam" by legalizing bank repulation and institutions with
"profit-sharing" frills.

The anvmaly of the New Order's policy of understanding the formalistic Tslam Belween the economic system and
the political system, I think the group of TCMEMUT (plus the existence of the LSAF, PPA) are the muost
influential actors of the New Order policy change.

The recommendation of this study is that the affilisted polinical superstructure should be bold enough to push
policies that tead to the development of more cconomically and socially Islamic banking as in Malaysia,

Indonesia is very Jarge in the population of Muslims and geographic so it is worthy w become a reference of
Islamic banking in particular-and Islamic finoncial institutions in general ***
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