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The Role of Sharia National Financial Committee in
the Development of Sharia Banking Law in Indonesia

M. Chairul Ismail* Ro’fah Setyowati'", Muhyidin®
{chairulismael@gmail.com™, rofah@live.undip.ac.id?, muhyidin@live.undip.ac.id®}

Fakultas Hukum, Universitas Diponegoro, JI. Prof. H. Soedarto, S.H., Semarang, Indonesia 50275*

Abstract. The National Sharia Finance Committee is an embodiment of one of the
recommendations listed in the Indonesian Sharia Finance Architecture Masterplan. The
purpose of this study is to determine how the role of the National Committee of Islamic
Finance in the development of Islamic banking law in Indonesia. This study uses a
juridical-normative approach, with descriptive research specifications. The method of
data collection is carried out by examining secondary data obtained through library
studies. Based on the results of the study, it was concluded that the National Sharia
Finance Committee acts as an independent supervisory body that monitors the
implementation of the Road Map for the development of Islamic banking and ensures
that all stakeholders meet the requirements of the master plan.

Keywords: Masterplan, Sharia Banking, National Sharia Finance Committee, Role

1 Introduction

1.1 Background

In this modern era, the existence of banking financial institutions is very much needed in
the economic world. Its function as a fund collector is very instrumental in supporting the
economic growth of a nation. [1] The fund is then distributed to those in needs. [2] However,
the conventional banking system, which is an implementation of the capitalist system that has
been applied for a long time causes an economic inequality happening today. It is an evidence
of failure in creating justice and economic equality. [3] Therefore, it is necessary to develop an
alternative system that emphasizes sharing mechanism as a tool to drive the economy, namely
the sharia system. [1]

The Islamic banking system is different from the conventional banking system, because
the Islamic financial and banking system is a subsystem of an Islamic economic system whose
scope is wider. Islamic economic law, methodologically, is a product of human thought (the
concept of insaniyah), but in a substantial spirit is a divine because it was introduced from the
concept of the concept of the Koran, which is nothing but the revelation of God. [4] In
carrying out its business, Islamic banking is demanded not only to focus on commercial goals
that are reflected in the achievement of profits, but also its role in providing broad welfare for
Muslim and non-Muslim community. This causes a very perfect relationship between Islamic
economics and Islam.

The passing of Law Number 21 of 2008 concerning Sharia Banking is a breath of fresh
air for the Islamic banking industry. [5] With this ratification, the sharia banking industry in
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Malay Rejection on Elimination of All Forms of Racial
Discrimination
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University Sultan Zainal Abidin, Terengganu, Malaysia'?

Abstract. After the change of the new government on last year on 14th General Election
in May 2018, Malaysia is facing with a new administration, ideas and form of
government after sixty years in the hand of previous government called as the Barisan
Nasional (BN). After given the mandate by the Malaysian, the new government under the
role of Pakatan Harapan (PH) wanted to ratify the international convention known as
International Convention on the Elimination of All Forms of Racial Discrimination
(ICERD) under the United Nation (UN) that promotes states to eliminate all form of
discrimination in the government ruling. However, the ratification of ICERD has created
major wrath of the Malays and Bumiputras due to inconsistency in certain aspects of
special privilege and rights of the Malays and Bumiputras embedded in Article 153 of the
Constitutions. ICERD imply negatively to the ‘Social Contract’, Islam as the national
religion of the state and the constitutional monarchy system in Malaysia. This can be sum
up as the effort of the Malay to protect its ‘Ketuanan Melayu’ as their identity. This
paper is meant to study the pros and cons of the ICERD towards the people and also to
analyze the reactions of the Malays especially towards the ICERD issues.

Keywords: Ketuanan Melayu, ICERD, Article 153 of the Constitutions, Malaysia.

1 Introduction

What is ‘Ketuanan Melayu’? “ Tak kan Melayu hilang di dunia”- Hang Tuah (The Epic of
Hang Tuah)

Never should the Malay feel lost (Hilang) in the world is the famous saying from the
prominent ‘Laksamana‘ known as Malay warrior who lived in Malacca during the 15th
century had motto possess the cosmopolitan spirit of the wise and pacifist Tuah (Farish Noor,
2009). The Ketuanan Melayu is best to understand as Malays and Bumiputeras are the people
of the land or original people along ratifying the political power and certain special privileges
to the Malays and Bumiputeras. However, this does not mean that the other races right are
denied. All of the government subsidies, initiatives and budget are given equally. The Chinese
and Indian are freely to build their temple, school and live freely in the land with guaranteed
of the security. Although the idea itself predates Malaysian independence, the phrase
Ketuanan Melayu did not come into vogue until the early 2000s decade. The misinterpretation
of the terms leads to an understanding of discriminations and inequality in rights and power of
the non-Malays. This would spark the fire of racial issues. Malaysian should learn from the
history how Malays right deprived and take the toleration of the Malay rulers as a key to allow
understanding ICERD in western perception, ICERD does give a great platform for equality
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The Role of Sharia National Financial Committee in
the Development of Sharia Banking Law in Indonesia

M. Chairul Ismail' Ro’fah Setyowati'’, Muhyidin'
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Fakultas Hukum, Universitas Diponegoro, J1. Prof. H. Soedarto, S H.. Semarang, Indonesia 50275

Abstract. The National Sharia Finence Committee is an embodiment of one of the

ommendations listed in the Indonesian Sharia Finance Architecture Masterplan. The
purpose of this study is to determine how the role of the National Commitee of Islamic
Finance in the development of Islamic banking law in Indonesia. This study uses a
junidical-normative approach, with descriptive research specifications. The method of
data cnalion is carried out by examining secondary data obtained through library
studies. Based on the results of the study, it was concluded that the National Sharia
Finance Committee acts as an independent superviscry body that monitors the
implementation of the Road Map for the development of Islamic banking and ensures
that all stakeholders meet the requirements of the master plan.

Keywords: Masterplan, Sharia Banking, National Sharia Finance Committee, Role

1 Introduction

1.1 Background

In this modern era, the existence of banking financial institutions is very much needed in
the economic world. Its function as a fund collector is very instrumental in supporting the
economic growth of a nation. [1] The fund is then disuibuted to those in needs. [2] However,
the conventional banking system, which is an implementation of the capitalist system that has
been applied for a long time causes an economic inequality happening today. It is an evidence
of failure in creating justice and economic equality. [3] Therefore, it is necessary to develop an
alternative system that emphasizes sharing mechanism as a todl to drive the economy, namely
the sharia systen. [1]

The Islamic banking system is different from the conventional banking system, because
the Islamic financial and banking system is a subsystem of an Islamic economic system whose
scope is wider. Islamic economic law, methodologically. is a product of human thought (the
concepl of insaniyah), but in a substantial spirit is a divine because it was introduced from the
concept of the concept of the Koran, which is nothing but the revelation of God. [4] In
carrying out its business, Islamic banking is demanded not only to focus on commercial goals
that are reflected in the achievement of profits, but also its role in providing broad welfare for
Muslim and non-Muslim community. This causes a very perfect relationship between Islamic
economics and Islam.

The passing of Law Number 21 of 2008 concerning Sharia Banking is a breath of fresh
air for the Islamic banking industry. [5] With this ratification, the sharia banking industry in
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Indonesia is expected to develop more rapidly and provide greater benefits. Legal certainty
and security guarantees will also be more evident for investors and Islamic banking
businesses. After the promulgation of the Act the development of Islamic banking is
mncreasingly rapid, the growth of total assets of Islamic banking on average per year is above
33% in the last five years. Until October 2010, the total asscts of sharia banking reached 86
rillion rupiah. [4] It is known that in 2010, the number of Sharia Commercial Banks (BUS)
experienced an increase. The increase in the number of BUS is due to the number of Sharia
Business Units (UUS) owned by Conventional Commercial Banks (BUK) that have conducted
spin-offs to form new BUSs. [6] In addition to seeing the potential of the sharia banking
market which is still very large, what makes the UUS trend to Spin-offs and form a new BUS
is also accompanied by the basis of wanting to advance sharia banking more efficiently,
flexibly and independently in determining their own management policies. [7] The number of
BUS is expected to accelerate the development of the Islamic banking industry in Indonesia,
because BUS management is more focused when compared to TTUS. [8]

Until 2010, according to Ro’fah Setyowati, the sharia banking sector is the most
prominent Islamic financial institution compared to other institutions when viewed from
various aspects. [9] However. until this time, it is not yet able to reach the majority of
Indonesian people due to the lack of Islamic banking assets. Until August 2019, there were 14
aaria Commercial Banks in Indonesia, 320.882 billion Rupiah total assets, 1,896 offices (478
branch offices, 1,223 sub-branch offices, 197 cash offices), 2,779 ATMs, and 49,873 people.
The total asscts of Sharia Business Units in Indonesia arc 162,218 billion Rupiah, the number
of conventional commercial banks that have UUS 20, the number of UUS 375 offices, 158
branch offices, 157 sub-branch offices, 60 cash offices, ATM 166, total workforce of 5055
people . While the Sharia People’s Financing Bank in Indonesia there are 165, the number of
offices is 536 units, the number of workers is 5 291 people (in July 2019). [10]

When compared to Malaysia, Indonesia market share is less. That happens because
government intervention takes large portion in developing it. In addition, it also first started
developing Islamic banking. According to M. Shabri Abd Majid, the difference is in the
political support (political will) between Malaysia and Indonesia to develop the sharia
banking, and therefore is influenced the growth of the sharia banking industry in both
countries. [11] Strong political support in Malaysia has encouraged the rapid development of
this stitution, for example with careful preparation in giving birth to Islamic banks both in
terms of regulation and management. [10] It is known that in terms of the number of Islamic
banks operating in Indonesia have more numbers, but its role is not as maximal as in
Malaysia. That is because in terms of the size of capital owned by Islamic banks in Indonesia
has a relatively small size. Therefore, the government plans to consolidate state-owned Islamic
banks to be able to have large capacity for Islamic banks so that they can be more competitive
in the global Islamic banking industry. The plan for consolidation is based on capital problems
owned by Islamic banks in Indonesia, which are still not large enough to compete at the global
level. Not only Indonesia. problems related to Islamic banking capital are also experienced by
other countries such as Bahrain. [12] The same step is taken to urge banks to consolidate and
form larger and stronger institutions in Bahrain. In recent years, the Bahrain banking scctor
has carried out several mergers so that it has positively changed the financial structure of
Islamic banking in the country. Malaysia, which already has a large capacity Islamic bank,
also does this. [13]

Consolidation planned by the government to form a large Islamic bank owned by SOEs
has not yet been carried out. This is due to the absence of an appropriate consolidation
mechanism scheme to consolidate BUMN-owned BUS, and the absence of alignment of




policies determined by each BUS. Therefore, through Government Regulation No. 91 of 2016,
the National Sharia Finance Commission (KNKS) was formed, one of which aims to make
Indonesia the center of Islamic finance in the regional and international regions.[12] This
committee will be a solution related to the problem of lack of national vision, coordination and
leadership in the development of national Islamic finance. [12]

Based on the explanation El]}()\ail is important to know how the role of the National
Committee of Islamic Finance in the development of Islamic banking law in Indonesia.
Therefore, the authors conducted a study with the title, “The Role of Sharia National Financial
Committee in the Development of Sharia Banking Law in Indonesia.”

1.2 Formulation of the problem g
5

What is the role of the National Sharia Finance Committee in the development of sharia
banking law in Indonesia?
1.3 Research purposes

To know the role of the National Sharia Finance Committee in the development of sharia
banking law in Indonesia.

2 Method

The research method can be interpreted as a science to express and explam natural
phenomena or social phenomena in human life in a systematic, orderly and scientifically
responsible way. [14] According to Soerjono Soekanto research is a tool used by humans to
strengthen, foster and develop knowledge. [15] Research generally aims to find, develop or
test the truth of a knowledge. Finding means trying to get something to fill in the blanks or
shortcomings. Developing means expanding and digging deeper into something that already
exists. Testing the truth is done if what is already there is still in doubt. [16]

The research approach is the method or method used to conduct research. [17] The
research lﬂh{)d used by the author n conducting research is empirical juridical legal
rescarch. An cm[aca] juridical approach is legal rescarch on the enforcement or
implementation of normative legal provisions in action on any particular legal event that
occurs in society. [18] In other words, a research conducted on the actual situation or real
situation that occurs in the community with the mtention to find cut and find the facts and data
needed. After the data needed is collected, then it leads to the identification of problems that
ultimately lead to problem solving.[19] In this study, the facts were obtained through
interviews from Widiyono as an Analyst in the Financial Services Authority and
Documentation Sub Division of the Regional Office 3 of Central Java and Yogyakarta Special
Region.

In writing this law, qualitative legal research is used. The qualitative legal research
method is a research that uses descriptive analytical data, which 1s what respondents will say
in writing or verbally. Afier that, the real behavior studied will be studied as an integral part.
Data obtained through field research and library research are collected and analyzed
systematically to achieve clarity of the problem to be discussed. So. from the clarity of the




problem discussed above, a conclusion can be drawn which is the answer to the problem of
this research.

3 Results and Discussion

3.1 Development of Islamic Banking in Indonesia

[slamic banking as an important element in banking law in Indonesia and 15 one of the
financial institutions that conducts business based on sharia principles. Islamic banking as a
banking system that is rclilﬁay new when compared to the existence of conventional banking
that has been established. It consists of Islamic commercial banks, Islamic business units, and
Islamic people’s credit banks. According to Rachmadi Usman, one aspect that distinguishes
between Islamic banking and conventional banking is in its supervision, where there are more
supervisory institutions in Islamic h:mkillhzln conventional banking. [20]

The following are the institutions/institutions that play a role in the development of
Islamic banking in Indonesia: 1) The Financial Services Authority which has the domain of
regulators and supervisors; 2) Bank Indonesia in the realm of monetary policy, prudential
macro supervision, payment systems for the banking sector; 3) the Deposit Insurance Agency
in the area of savings insurance; 4) National Sharia Council - Indonesian Ulema Council in the
realm of fatwas, sharia guidelines, sharia (3pa(3n st 5) The Ministry of Finance has the domain
of sukuk and state bonds issuance; 6) The Ministry of Cooperatives and Small and Medium
Enterprises has the realm of regulators and supervision of Islamic cooperatives; 7) Ministry of
Religion in the realm of Hajj fund management, zakat regulator and wagqf regulator; 8) Sharia
Supervisory Board as sharia advisors: 9) The Indonesian Institute of Accountants has the
domain of accounting standards for Islamic financial instruments, and; 10) National Sharia
Arbitration Board which is a special court for sharia arbitration for financial matters. [12]

Various strategies have been designed by the Indonesian government in accelerating the
growth of the sharia financial industry in the country so that it has a great impact on national
development. These strategies hopefully will be a blueprint for the development of sharia
banking of Bank Indonesia and also the Roadmap for the development of sharia banking in
Indonesia which has been made by the Financial Services Authority. In terms of strategies for
developing sharia banking and its products, Indonesia has chosen a gradual and sustainable
approach that complies with sharia principles and does not adopt controversial contracts. [21]
A gradual and continuous approach enables development according to the circumstances and
readiness of the perpetrators without being forced and forms a robust and not fragile system.
[21] Sharia banking in general is growing did not meet the expected target yet due to the lack
of a shared national vision, lack of coordination between regulators and other institutions, and
the lack of national leadership o unite the strategic steps of each stakeholder.[12]

From the above analysis, we can draw the conclusidfiithat in the development of Islamic
banking there are several institutions involved in the development of Islamic banking in
Indonesia, but the absence of good cooperation causes the growth of Islamic banking to be not
optimal.

3.2 The Role of the National Sharia Finance Committee in the Development of Sharia
Banking Law in Indonesia




From the discussion, it was found that there was a reason for not achieving the targets of
the development of sharia Blinking. In this analysis, it would analyze the role of the National
Sharia Finance Committee in the development of sharia banking law in Indonesia.

As a manifestation of the government’s commitment to developing Islamic finance with
the enactment of Presidential Regulation Number 91 of 2016 concerning the National Sharia
Finance Committee. [22] The establishment of the National Sharia Finance Committee is
expected to awaken the potential of the sharia economy in Indonesia and make Indonesia the
leading center of sharia economics and finance in the world. According to the definitions in
the general provisions of Article 1 paragraph (1) of Presidential Regulation Number 91 of
2016 conccrnin the National Sharia Finance Committee, the National Sharia Finance
Committee is a forum for coordination, synchronization and synergy in the direction of
national development policies and strategic programs in the sharia financial sector.
Furthermore, this institution has the task of accelerating, expanding, and advancing the
development of Islamic finance in order to support national economic development in
accordance with what 1s contained in Article 3 of Presidential Regulation Number 91 of 2016
concerning the National Sharia Finance Commillee.

Before the existence of the National Sharia Finance Committee, the stakeholders in the
sharia banking industry in the country seemed to work alone in carrying out their duties so that
the results were less effective. There was no shared vision in developing national sharia
banking. It is hoped that after the establishment of the National Sharia Finance Committee all
stakcholders in the national sharia banking industry can cstablish very good cooperation so
that the acceleration of the development of the national sharia banking can run in accordance
with the targets set so that the large contribution to national development will increase rapidly.
In accordance with the slogan owned by the National Sharia Finance Committee, this
committee has the role of uniting the steps of the stakeholders in the Islamic banking industry.
[23] The unification of steps undertaken by the National Sharia Finance Committee is likened
to the leader of a group of rowing athletes, the cohesiveness of each rowing by the rowers can
make the rowing more effective and efficient when compared to each rower rowing - alone
without the presence of someone giving the command to guide the compaciness team.

In carrying out this role the National Sharia Finance Committee has been explained in
Article 4 letter (a) through letter (d) of Presidential Raulzlti{m Number 91 of 2016 that this
Commitlee carries out functions which include: (a) providing recommendations on policy
directions and national developfEnt strategic programs in the Islamic financial sector; (b)
organizing the preparation and implementation of planned strategic policy directions and
programs in the Islamic financial sector: (¢) formulating and giving recommendations for
solving problems in the Ifimic financial sector; (d) monitoring and evaluation of the
implementation of strategic policics and programs in the Islamic financial sector. In carrying
out this function the Steering Board is assisted by Executive Management, as explained in
Article 11 of Presidential Regulation No. 91 of 2016 that Executive Management is tasked
with implementing the direction of national strategic policies and programs as well as sharia
financial activities formulated by the Steering Board.

In carrying out its dutics the Exccutive Management is led by the Exccutive Director, as
stipulated in Article 5 of the Minister ()I'Nulﬂ]ell Development Planning Regulation/Head of
the National Development Planning Agency of the Republic of Indonesia Number 13 of 2017
concerning the Organizational Structure and Working Procedures of the Executive
Management of the National Sharia Finance Committee, it has been explained that the
Executive Director has some roles including:




a. Organizing the prcpumti(n formulation, and recommendations on policy directions
and national development strategic programs in the Islamic financial sector;

b. Organizing the preparaton and implementation of national development strategic
program plans in the Islamic financial sector and the Master Plan of Action;

¢. Organizing the management and processing of data and information regarding the
development of national development in the Islamic financial sector;

d. Organizing the preparation of a business process map that illustrates the effective and
efficient institutional working relations of the Sharia National Commitiee between
ministries/agencies, authorities, and other stakeholders;

e. Organizing the relationship for national development with the central government,
regional governments, authorities, development partners, and private parties in the
country and abroad;

f.  Organizing domestic and foreign investment raising for national development in the

Islamic financial sector;

monitoring and evaluating of the formulation and implementation of policies and

national development strategic programs in the Islamic financial sector;

h. Organizing socialization, advocacy, promotion and education on Islamic economic
and financial activities;

Organizing the implementation of the secretarial function of the National Committee
of Islamic Finance;

J.  Performing other tasks and functions given by the Steering Committee of the
National Sharia Finance Committee; and

k. Preparation of reports on the implementation of duties to the Steering Committee of
the Sharia National Committee through the Minister who organizes government
affairs in the field of national development planning as the Secretary of the Steering
Board of the Sharia National Committee every 6 (six) months or at any time if
necessary.

a3

In order to get the duties and functions done on the Executive Director level, it has has
been mandated to form an ad hoc task force and is determined by the Minister of National
Development Planning as Secretary of the Steering Committee of the National Sharia Finance
Committee. This has been explained in Article 6 of the Regulation of the Minister of National
Development Planning/Head of the National Development Agency No. 13 of 2017 concerning
the Organizatonal Structure and Work Procedures of the Executive Management of the
National Sharia Finance Committee. The Work Unit/task force formed consists of:

a. Directorate of Legal Affairs and Sharia Financial Management Standards;

b. Directorate of Product Innovation, Market Decpening and Sharia Financial System
Infrastructure Development;

Directorate of Inclusive Finance, Religious Social Funds, and Sharia Micro Finance.
Directorate of Sharia Finance Education and Research. and:
e. Directorate of Promotion and External Relations.

[=.r]

It can seen that the directorate in the field of law and sharia financial management
Ehndards is a directing authority possessed by the Financial Services Authority and the
National Sharia Council - Indonesian Ulema Council. National Sharia Council - Indonesian
Ulema Council is the highest independent institution in terms of sharia governance. In the
Islamic banking sector which has the authority to issue regulations is the Financial Services
Authority. One of the recommendations in the legal sector is to improve the regulatory




framework. [12] Although the number of regulations that have been made has been able to
help create legal certainty in the Islamic banking sector, but it also causes confusion for
market participants and consumers ]JCCEIUS('af many regulations and overlapping.

Accarding to Adiwarman, most of the Bank Indonesia Regulations and Financial Services
Authority Regulations nced to be consolidated, for example, the codification of the sharia
banking rule book is made online, so that the rules regarding sharia banking can be better
understood so that it will help the interested parties. [24] With the existence of the National
Sharia Finance Committee can assist the Financial Services Authority in making the
regulations neaded in strengthening Islamic banking regulations. According to Widiyono, the
ncrease in tasks at the Financial Services Authority did not significantly influence the
timeliness in completing the work program that has been sel. if there is an additional work to
complete the program, it will not delay the current jobs that much.. [25] Widiyono further
stated that the recommendation of the National Sharia Finance Committee which led to an
ncrease in work programs would not interfere with the performance of the Financial Services
Authority. [25] That is because the Financial Services Authority has a separate Pokja team to
handle it. [25] Until now there has been no work program given from the n:ctxmucaiuiuux of
the National Islamic Finance Committee to the Financial Services Authority. [25] In carrying
out the task of formulating the direction of national strategic policies and programs as well as
activities in the sharia financial sector in the field of law and sharia management standards, the
directorate of law and sharia management standards is led by the director of the field.

4 Conclusion

The National Sharia Finance Committee in developing sharia banking law in Indonesia
has the role of becoming an ndependent supervisory body that monitors the application of the
Road Map for the development of sharia banking and ensures that all stakeholders meet the
requirements of the master plan.
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