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ABSTRACT

It has been observed that none of the Islamic banks in Indonesia are involved in Salam financing. This research aims to explore the problems faced by 
Islamic banks in Indonesia in the development of Salam-based financing products and efforts to minimize it. The study uses a descriptive qualitative 
exploratory approach. The method of data collecting is documentation. Data is obtained from scientific journals and websites. The example of problems 
faced in the operation of Salam based financing in Islamic banks are: (1) No capital, (2) lack of knowledge, (3) profit oriented, (4) risk of loss of capital, 
(5) unkind characters. The result of this study concludes that to minimize the problems, Islamic banks in Indonesia can: (1) Cooperate with agricultural 
insurance, (2) establish a symbiotic relationship, (3) have a marketing network, (4) innovate Salam products with a hybrid contract, (5) Islamic banks 
make parallel Salam, (6) Islamic banks can expand the object of Salam financing, (7) provide Salam financing in groups, (8) establish an agricultural 
bank, (9) screen the farmers who should receive the salam financing, (10) continuous education. It is hoped that Islamic banks can innovate Salam 
products to help improve the welfare of farmers and the community.

Keywords: Model, Problems, Financing, Parallel Salam, Screening, Education 
JEL Classifications: A1, M2, O3

1. INTRODUCTION

Salam  is  one  type  of  sharia  compliance  contract.  Legality  of  
the Salam agreement in Indonesia is very strong as stated in the 
Fatwa of National Sharia Council (DSN) and supported by other 
regulations  as  stated  in  the  Statement  of  Financial  Accounting  
Standards (PSAK) 103 regarding Salam Accounting, and 
Accounting Guidelines for Indonesian Islamic Banking (PAPSI), 
however in reality it is have not been able to encourage Islamic 
banks to channel salam-based financing. Regards, in transactions 
at Islamic financial institutions, are financing services provided 
in which the goods traded have already identified in advance, 
however,  the  goods  sold  are  still  deferred  their  delivery  to  the  
buyer. In addition to the goods suspended, payment of the goods 
must be paid in cash by the buyer when the contract agreed. Salam 
contracts usually used in financing Sharia Financial Institution 
(LKS) for the agricultural sector. Agricultural development is one 
of the main sectors in national development in Indonesia.

Table  1  shows that  none of  the Islamic banks of  Indonesia are 
involved in Salam financing. Murabahah is the first rank in 
Indonesian Islamic bank financing, followed by Musharaka, 
Mudaraba,  Ijara,  Qard  and  Istishna.”  Researches  related  to  
financing with the Salam contract have been conducted by several 
researchers before. Roziq et al. (2014) found that the problems to 
be encountered in implementing the operationalization of Salam 
system financing are that there is no capital used to pay cash up-
front, risk of loss of capital, lousy character or yields sold to other 
parties due to an increased price. The Salam financing scheme has 
not been touched much, especially by Islamic banking. Widiana 
and Annisa (2017) findings that optimizing the salam contract 
financing can have a positive impact on farmers, namely on 
the capital aspect to develop agricultural products, however, in 
Indonesia, both Islamic banking and Islamic Finance Cooperative 
(Baitul Maal Wattamwil [BMT]) have not implemented this 
contract, related to several risks from Salam financing. Meanwhile, 
Rahmadhani (2017) found several factors that hindered the 
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implementation of the Salam agreement in the Sharia Savings 
and Loan Cooperative (KSPS). These are lack of knowledge of 
Human Resources (HR), the existence of alternative financing 
agreements, profit-oriented, no demand, the difficulties to get the 
financing for KSPS, they do not want to give efforts to get the 
financing, and make the Salam agreement is not a priority contract 
to be attempted. These studies generally produce findings that the 
financing product with the Salam contract has not been applied 
in Islamic Financial Institutions (LKS) because the LKS faces 
risks in implementing it, even though the LKS understands that 
financing with a Salam contract can help farmers. Therefore, this 
research will explore in more depth in the Indonesian context to 
create a model so that Salam financing can grow to complement 
existing Islamic bank products.

Maulida and Yunani (2017) recommends the application of the 
concept of financing for ranchers through the Islamic Finance 
Cooperative or Baitul Maal bi Tamwil (BMT) utilizing the salam 
contract with a “group” framework. Rasheed and Mudassar (2010) 
proposed a model involving middleman as an agent of a bank 
(financier). Middleman, as the agent of the bank, sells the crop 
in the market and charges his agency fee. Ehsan and Shahzad 
(2015) had an option of a procedure stream of the proposed 
Salam contract: (1). Application for financing, (2). MOU/contract, 
(3). Full payment of Salam contract, (4). Technical and managerial 
assistance, (5). Delivery of goods on maturity.

This research aims to find out the Salam financing model in 
the Indonesian context. Previous research related to efforts to 
minimize problems in Salam financing, but did not pay attention 
to aspects of farmer’s behavior such as honesty, which can be done 
through screening attributes of farmers. This research will include 
the screening of farmers’ attributes in the model to minimize 
problems in Salam financing.

2. LITERATURE REVIEW

2.1. Understanding Salam Financing
Islamic Banking Law (Undang-Undang Perbankan Syariah) 
No. 21/2008, states that financing can do through profit-sharing 
transactions, leasing transactions, buying and selling transactions, 
borrowing and lending transactions, and service leasing 
transactions. In financing, one party will surrender economic 
value with the hope of getting it back later. Financing must be 
accompanied by a trust between the parties involved in it that 

arises because of the agreement between them. A fee accompanies 
the financing by a fee from the recipient of the financing to the 
party providing the financing. The economic activities of the 
community will be optimal with funding from banks. People who 
have the business capability but are limited in the capital, are 
certainly greatly helped by the existence of funding from banks 
because for banking the giving activities can also encourage for 
the development of community economic activities while also 
generating income. Bank financing can increase the productivity 
of people who can try (entrepreneurial spirit) but have constraints 
in terms of capital.

In Salam, payment is the spot, but the delivery is deferred 
(Shaikh, 2010). A buyer pays in advance for a specified quantity 
and quality of a commodity, deliverable on a specific date, at an 
agreed price (Khattak and Hussain, 2006). The technique of Salam 
financing, similar to a futures or forward-purchase contract. Salam 
is particularly applicable to seasonal agricultural purchases, but 
it can also be used to buy other goods in cases where the seller 
needs working capital before he can deliver.

The Bai Salam contract is a Muajjal (deferred) contract with the 
Al-Musallam Fihi for a commodity being paid upfront and the 
delivery being deferred to a later date (Ajmal et al., 2017). The 
Al-Musallim is the owner of capital who have excess funds and 
who will be buying the commodity. The seller, Al-Musallam 
Alayhi, takes the money from the buyer and will deliver the goods 
at a future date. In terms of the scholars of Fiqh, the definition of 
Bai As-Salam is an agreement to make something with certain 
characteristics by paying the price first, while the goods are handed 
over later. The Salam is very different from the normal bai (sales) 
contract. A Salam is a hybrid contract involving both a selling and 
buying process and a borrowing and lending process. A Salam is 
a hybrid contract involving both a selling and buying process and 
a borrowing and lending process.

Bai Al-Salam/Istisna is like a fates contract where the purchaser 
and dealer consent to value, quality, amount and conveyance date. 
Bai Al Salam is structured for commodities, while Istisna is for 
manufactured goods. The notion of Salam is also defined in the 
Fatwa National Sharia Council (DSN) and Indonesia Central Bank 
regulations. According to the National Sharia Council (DSN), Salam 
is the sale and purchase of goods by way of ordering and payment 
of prices in advance with certain conditions. Indonesia Central Bank 
defines; Salam is a contract of buying and selling ordered goods 
(Muslam Fiih) between the buyer (Muslam) and the seller (Muslam 
Ilaih). Specifications and price orders are agreed at the beginning of 
the contract and payment is made in advance. If the bank acts as a 
Muslam and then orders another party to provide goods (Muslam 
Fiih) then this is called a parallel Salam. Parallel Salam carries 
out two Bai As-Salam transactions between banks and customers 
and between banks and suppliers (suppliers) or other third parties 
simultaneously. Parallel Salam is permitted on condition that the 
second contract is separate from, and not related to, the first contract 
(National Sharia Council [DSN] Fatwa No. 05/DSN-MUI/IV/2000).

From the definitions above, buying and selling are categorized as 
a Bai As-Salam if it meets the following elements:

Table 1: Financing based on the type of Sharia compliant 
contract in Islamic bank in Indonesia
No. Types of financing Percentage
1. Mudaraba 4.96
2. Musharaka 40.49
3. Murabaha 48.35
4. Qardh 2.40
5. Istishna’ 0.50
6. Ijara including leasing receivables 3.31
7. Salam 0.00
Total 100.00
Source: Indonesia Islamic Banking Statistic, 2018 on www.ojk.go.id
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a. Buying and selling are done by order
b. Specifications of the ordered goods are clear criteria
c. Payment is made at the time of the contract/upfront in full, 

and the
d. Goods are handed over at a later time.

2.2. Role of Product Innovation in Islamic Banking
Key to the development of a business (including Islamic financial 
institutions) is innovation. Institutions that are late in innovating 
are almost certainly lagging than those that always innovate. The 
right innovation must be done otherwise, all efforts and energy 
will be wasted. In Islamic banking, product innovation can be the 
key to be more useful, competitive and develop faster according to 
the needs of the community. The development of sharia financial 
product innovation in Islamic banking must be designed by full 
international stowing standards (Lewis and Algaoud, 2007).

The innovations made must also refer to the formulation of sharia 
banking development strategies by looking at the domestic market 
in Indonesia. Product innovations are developed, adjusted to 
product quality, reliability of HR, service facilities and technology 
as well as service network expansion, guided by the MUI fatwa 
set by the National Sharia Council (DSN). Innovation in Islamic 
finance is parallel Salam.

A parallel Salam option is also available to financial institutions 
(Ajmal et al., 2017). One possibility is that the bank enters into the 
parallel Salam with its original client, the seller and the bank chooses 
another client who wants to buy and enter into a Salam contract. 
This time the bank will take the position of a seller (UNCTAD, 
2006). The former is impermissible by some schools as it may 
require that the two Salam contracts to be co-dependent on each 
other, which is void (Ahmed, 2007). Salam should not be a near 
replica of speculative and risky future contracts (al-Fijawi, 2016).

2.3. Problems in Salam Financing
In Salam, the bank will advance cash to the farmers on the 
conclusion of the contract for the delivery of crops during the 
harvest period (future date) (Teacher and Law, 2013). Salam 
financing can help the farmer to move away from informal 
financing means such as moneylenders, whereby they are charged 
with a heavy interest on a compounding basis. However, many 
problems accompanying Islamic bank in Salam financing.

Research conducted by Roziq et al. (2014) found that the problems 
to be encountered in the operationalization of the Salam system 
financing are:
a. No capital is used to pay cash in advance
b. There is a risk of loss of capital
c. Unkind characters or yields are sold to other parties due to 

price increases.

Meanwhile, Rahmadhani (2017) found several factors that hinder 
the implementation of the Salam agreement in the Sharia Savings 
and Loan Cooperative (KSPS) are:
a. Lack of knowledge of HR
b. Existence of alternative financing agreement
c. Profit oriented

d. Absence of demand
e. Salam agreement is not a priority
f. KSPS does not want to be bothered.

Widiana and Annisa (2017) found that optimizing the Salam 
contract financing can have a positive impact on farmers, namely 
on the capital aspect to develop agricultural products. However, in 
Indonesia, both Islamic banking and Baitul Maal Wattamwil (BMT) 
have not implemented this contract, related to several risks from 
Salam financing. Ajmal et al. (2017) say that of the uncertainties in 
Salam, banks do not provide the Salam financing product.

Based on these studies, problems in the distribution of Salam 
financing can be classified based on the source, namely internal 
factors, and external factors. Problems that arise from internal 
factors are:
a. No capital is used to pay cash in advance
b. Lack of knowledge of HR
c. The existence of an alternative financing agreement
d. Profit oriented
e. The Salam agreement is not a prioritized contract
f. Islamic financial institutions do not want to be bothered.

The problems that can be classified into external factors are:
a. There is a risk of loss of capital
b. Unkind characters or yields are sold to other parties due to 

price increases
c. Absence of demand.

Despite many problems in Salam financing, on the sides many 
opportunities to create Islamic bank product based on Salam 
contract. In the current, Salam used in currency trade as an 
alternative for the bill of exchange discounting and in agriculture 
financing (Shaikh, 2010). Widiana and Anisa (2017) state that in 
theory, it takes seriousness in implementing the Salam contract 
because it is very risky when the crop failure happens which 
impacts the sharia financial institutions (LKS).

However, on the other hand, the Salam financing contract is still 
not widely applied to Islamic financial institutions. This is also 
an opportunity for LKS who wants to focus on the application 
of Salam financing. Supported by the natural conditions of 
Indonesia’s fertile land, the development of Salam financing 
has a great chance of success. For the Indonesian economy, 
Salam financing will have a positive impact, because Indonesia 
is a rice barn for meeting domestic needs. As a rice barn, there 
is no need to import rice from other countries to fulfill rice 
needs. Also, the agricultural sector is a workplace for a very 
broad community, especially for rural communities. Therefore, 
the government should intensely support Salam financing as a 
solution for farmers.

3. METHODOLGY

This research uses a descriptive qualitative exploratory approach. 
In qualitative research, non-statistical analysis procedures are put 
forward (Straus and Corbin, 2017). Discussions and conclusions 
are made qualitatively. A descriptive study in this study aims to 
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describe the aspects of Salam financing, its problems, and efforts 
to minimize them. These aspects get from scientific journals and 
websites. Problems in regards to Salam financing and efforts to 
minimize then grouped so that researchers can conclude matters 
related to efforts to minimize that have not been implemented. 
The explorative study of this research is an effort to better 
understand the nature of the problem when some facts are known, 
namely the absence of Salam-based financing in Islamic banks, 
but more information is needed to dig deeper so that it can be 
explored comprehensively and efforts can be made to minimize 
the problem.

4. RESULTS AND DISCUSSION

4.1. Model to Minimize Problems in Salam Financing
The inherent risks in Salam financing are the possibility of 
farmers failing to harvest so that they cannot ship agricultural 
products ordered by the buyer. Islamic banks are required to be 
able to diversify their financing and begin to look at Salam-based 
products, but the risk of the Salam products has caused Islamic 
banks in Indonesia to date have not sold Salam-based products. 
To overcome the risks of banking in channeling financing, it is 
necessary to take certain steps.

Based on the researcher’s observation, in the Indonesian context, 
there is an additional solution that can be suggested other than 
those that have been found in the last researches in this regard 
to minimize the problems. As far as the researcher’s knowledge, 
this aspect has yet to be considered as one of the solutions. The 
following are steps that can be a model to minimize the problems 
in channeling Salam financing:
1. Banks can collaborate with agricultural insurance to cover 

capital costs that cannot be paid by farmers when there is a 
crop failure

2. Establishing a symbiotic relationship between upstream and 
downstream products

3. Having a network that is used for marketing agricultural 
products after the harvest arrives so that it can help farmers 
in distributing harvests

4. Islamic banks can innovate Salam products with a hybrid 
contract between Salam with Wakalah

5. Islamic banks make parallel Salam
6. Islamic banks can expand the object of Salam financing 

towards non-agricultural activities such as cattle and poultry 
farming

7. Salam financing can be given in groups with a contract at 
the beginning of the agreement with the joint responsibility 
system

8. Establish an agricultural bank
9. Screen the farmers/owners of agricultural businesses that can 

be financed
10. Continuous education.

Step number 9 and 10 is the new solution proposed in this research. 
Therefore, it can be put in the new solution model.

In the next Figure 1, a model in this regard in the Indonesian 
context will be illustrated.

Following is an explanation of each of the efforts that can be made 
to minimize problems in regards to the financing:

4.1.1. Collaborate with agricultural insurance
Muhammad et al. (2017) provide an alternative to the implementation 
of the Salam financing agreement for agriculture in sharia banking. 
The research carries the concept of optimizing the Salam contract 
in Islamic banking to overcome capital problems in the agricultural 
sector, by working together with agricultural insurance to cover 
capital costs that cannot be paid by farmers when crop failure 
occurs. This is certainly a breath of fresh air for the application of 
the Salam in Islamic financial institutions which have so far been 
carried out due to the risks they have to face. Islamic insurance or 
takaful will provide coverage for the risks that arise in each process 
of Salam financing. Thus, the bank will avoid the risk of loss arising 
from the Salam financing contract given to farmers.

Farmers or customers who come to Islamic financial institutions 
to get financing with a Salam contract will make and sign a 
transaction as well as an agreement which includes insurance. 
Therefore, in addition to the cost of goods and profits, which 
needs to be taken into account is the insurance value of the goods 
being traded.

Source: Researcher Exploration

M odel to solve the problems 

Insurance
Symbiotic Marketing

Network 

Hybrid
contract 

Parallel
Salam 

Group

Expand

Agricultural
Bank Screening

Farmers

Model to Minimize The Problems 

Education

Figure 1: Development model to minimize the problem of Salam Financing in Islamic Banks
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Islam does not permit selfishness profit maximization (Aziz and 
Osman, 2016). Hence, although Islamic bank will be motivated 
by profit, just the same as any general business, it has to be by the 
basic principles of Islam, such as practicing “non-interest-based 
transactions,” maintaining the competitors’ rights and consumers’ 
rights, and ensuring corporate social responsibility (fair-trade, 
environment-friendly production, labor rights). Eventually, the 
profit from the business will help to eradicate social problems 
including poverty. Salam financing by Islamic banks is expected 
to help farmers improve their welfare.

4.1.2. Establish a symbiotic relationship between upstream and 
downstream products
In addition to cooperating with agricultural insurance, the effective 
application of the concept of salam for Islamic banks is to establish 
a symbiotic relationship between upstream and downstream 
products. Islamic bank maps the production chain and becomes 
a bridge in it. Starting from seed producers, fertilizer producers, 
producers of agricultural equipment, to direct consumers or 
consumers who are ready to make agricultural products as 
processed products.

4.1.3. Develop a marketing network
Islamic banks should have a network that is used for marketing 
agricultural products after the harvest arrives so that it can help 
farmers in distributing the yields so that the financing capital 
turnover will be fast-moving. In theory, seriousness is needed in 
implementing the Salam contract because the Salam contract is 
very risky for the Islamic bank if there is a failure of the harvest. 
It will also have an impact on the Islamic bank. However, on the 
other hand, financing of Salam contracts is still not widely applied 
to Islamic financial institutions. This is also an opportunity for 
LKS who wants to focus on the application of Salam financing. 
The natural condition of Indonesia’s fertile land, the development 
of greetings financing has a great chance of success.

4.1.4. Salam product innovation with hybrid contract between 
salam and wakalah
Muneeza et al. (2011) state that the right Islamic banking financing 
product for farmers is Salam financing. A Salam is a hybrid contract 
involving both a selling and buying process and a borrowing and 
lending process (Ajmal et al., 2017). Salam product innovation 
here is the form of a hybrid contract between Salam and Wakalah. 
The bank makes an agency contract separately/independently 
with the farmer, where the farmer acts as a bank agent to sell the 
products. Farmers are looking for customers to sell products by 
obtaining approval from the bank. The farmer sends the product 
constructively to the bank and by his position as a bank agent, the 
farmer immediately sells the product to his customers. If something 
unexpected happens, if the farmer fails to produce according to the 
amount requested, the farmer will buy from the market to fulfill 
it. The farmer gives the sale proceeds to the bank and the bank 
pays Ujroh or wages to the farmer for his work.

4.1.5. Do parallel salam
Parallel Salam option is also available to the financial institutions 
(Ajmal et al., 2017). Salam is a contract of buying and selling 
ordered items (Al-Musallam Fihi) between buyer (Musallam) and 

seller who sells the product (Al-Musallam Alayhi). When a bank 
acts as a Musallam and then orders another party to provide goods 
(Al-Musallam Fihi) then this is called a parallel Salam. Parallel 
Salam carries out two Bai As-Salam transactions between banks 
and customers and between banks and suppliers (suppliers) or other 
third parties simultaneously. Parallel Salam is permitted on condition 
that the second contract is separate from, and not related to, the first 
contract (Sharia National Council Fatwa No. 05/DSN-MUI/IV/2000).

The parallel Salam scheme is very beneficial for Islamic banks, 
considering that the buyer has handed over the money in advance. 
Thus, the risk of default on the debt is non-existent. Although this 
transaction creates new risks, namely the failure to deliver goods, 
the experience and network of farmers owned by the bank, this 
risk should not be difficult for Islamic banks to overcome. Salam 
financing agreement will benefit the Islamic bank if the quality and 
quantity of the goods are by the initial agreement even though in 
reality the quality and quantity of the goods provided may differ.

Parallel Salam contracts in the Malaysian Banking System 
implemented by Islamic business consumers or producers 
of a certain commodity-like good can buy or sell Salam 
contracts on the good and then reassess that position over time 
(Teacher and Law, 2013). If the price outlook shifts, they can 
reverse their positions by undertaking a new set of Salam contracts 
that are opposite in effect to the first set but are otherwise unrelated.

4.1.6. Expand objects of salam financing
Islam prohibits interest as a source of income or profit. Kaleem 
and Rana (2009) have researched to explore the possibility of 
applying the Bai Salam contract (forward sale agreement) as 
an alternative financial instrument in the agricultural sector 
in Pakistan. According to him, the concept of Salam can be 
extended towards non-agricultural activities such as cattle and 
poultry farming. Based on Kaleem’s research, the object of Salam 
financing actually can be extended to the field of animal husbandry 
which in Indonesia also has the potential to develop.

4.1.7. Do group salam financing
Maulida and Yunani (2017) recommends the need to apply the 
concept of financing to farmers through the Islamic Finance 
Cooperative or Baitul Maal bi Tamwil (BMT) using the Bai’ 
Salam contract with the “Group” system. BMT is a microfinance 
institution in Indonesia.

The government needs to make policies that can encourage the 
development of agricultural finance by increasing information or 
financial inclusion. Islamic banks push to distribute their funds 
to the microfinance institutions. The distribution of Islamic bank 
funds to microfinance institutions can be utilized to develop 
agricultural financing using the Bai’ Salam contract. If there is 
a crop failure of one of the farmers, joint responsibility can be 
applied, meaning that when one member experiences difficulties, 
the other members also help in fulfilling the goods by the 
agreement with BMT.
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4.1.8. Establish an agricultural bank
According to Wahyudi (2011), the characteristics of agricultural 
businesses that contain a lot of risks make the intention of banking 
institutions to fund this sector is relatively low. The low banking 
alignments in the agriculture sector have become one of the causes 
of the slow-moving forward of the agricultural business sector. 
Farmers still find it difficult to develop their farming businesses 
due to limited capital from banks.

Based on the Study of the Sharia Banking Business Model 
published by the Directorate of Sharia Banking of Bank of 
Indonesia (2012), one of the sharia bank business models is the 
agricultural bank. Agricultural banks are one of the Development 
Financial Institutions appointed or mandated by the government 
to provide loans/funding in the agricultural sector to support 
national food security.

4.1.9. Do tight screening upon the farmers/owners of 
agricultural businesses
To finance the agricultural businesses, Islamic banks should screen 
the owners/farmers based on criteria set by the banks. They should 
have skills in doing their jobs as farmers, they should be hard-
workers, be honest, and be achievers. To assess the farmers, the 
banks could interview the candidates in the fields, or hire experts 
to predict and measure the potential success of their harvests by 
relating it with the natural condition. Farmer’s moral hazard must 
be minimized by the bank system.

4.1.10. Continuous education
Lack of society’s understandings of Islamic banking is a challenge 
in Islamic banking development in Indonesia (Waluyo et al., 
2018). Education about Islamic banking must be a continues 
program by Islamic banking stakeholders in Indonesia. The object 
of educations is society and Islamic bank employees. One of the 
problems from an internal factor in Salam financing is the lack 
of knowledge of HR. HRs in Islamic banks must upgrade their 
knowledge about Islamic bank products and how to innovate 
for the sustainable and implementable product especially Salam 
financing.

Do tight screening upon the farmers/owners of agricultural 
businesses and continuous education to minimize internal 
and external problems in Salam financing are the novelty of 
the research. Previous research concentrates to minimize the 
external problem in Salam financing. However, in this research, 
both internal and external problems in Salam financing are to 
be minimized by proposed a model to minimize it. The model 
expects to encourage implementation Salam in Islamic Banking 
in Indonesia.

4.2. Implementation of the Research Results
Model to minimize the risks in the distribution of Salam-based 
financing is expected to be able to help Islamic banking in 
overcoming the problems that have been faced when it will 
channel the financing. Islamic banks should start aiming at Salam 
based financing as a product so that they can accelerate Islamic 
bank development and will be able to show that Islamic banks 
are not only profit-oriented but also carry a social mission with 

their willingness to help farmers who have been struggling to get 
capital from banks. The development of the agricultural sector 
with real support from Islamic banks means that it will support the 
availability of food nationally. The adoption of Salam finance will 
improve the supply of agricultural output, create more employment 
opportunities and improve local and modern industries and 
commerce (Mohammed et al., 2016).

Thus, if Islamic banking wants to look at Salam products, it will 
directly contribute to creating public welfare. The development 
of Salam products must also have the support of regulators such 
as the Authorized Financial Services (OJK) by issuing rules 
that make it easier for Islamic banks to create Salam product 
innovations, for example regarding the risks of financing Salam 
products that may be managed separately because this product is 
directly related to natural conditions. The government must also 
encourage the availability of funding that can support farmers to 
be more productive.

5. CONCLUSIONS

To minimize problems in the distribution of Islamic bank Salam 
financing some actions should be taken. The additional solution 
should be suggested other than those that have been given in the 
result of some researches in this context. The Banks can collaborate 
with agricultural insurance, and establish a symbiotic relationship 
between upstream and downstream products. They can also 
set a marketing network of agricultural products, and innovate 
alternative Salam product with a hybrid contract between Salam 
and Wakalah. Islamic banks can also make parallel Salam, and 
extend Salam financing object towards non-agricultural business 
types such as cattle and poultry farming. Salam financing can be 
given in groups with a joint responsibility system, and establish an 
agricultural bank. Especially in the Indonesian context, the banks 
should screen the farmers based on criteria set by the banks to 
anticipate the failure of channeling Salam financing. Continuous 
education to society and HRs in Islamic banking to upgrade their 
knowledge about Islamic bank products.
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