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Abstract 
This study examines the commodification of religion and structural tensions in 
Islamic housing finance in Lima Puluh Kota, West Sumatra, Indonesia. Despite its 
rapid growth, Islamic housing frequently encounters a paradox between religious 
claims and market logic, where Islamic symbols are leveraged as marketing strategies 
rather than ensuring substantive justice. This article analyzes the factors driving 
middle-class Muslim preferences for Islamic housing and the power imbalances 
between developers and consumers in Sharīʿah-compliant transactions. Employing 
a socio-legal qualitative approach, the research draws on in-depth interviews with 10 
stakeholders (developers and buyers) and an analysis of contractual documents and 
promotional materials from the Perumahan Syariah Residence. Three primary 
motivations for purchasing emerge: religious adherence (particularly usury 
avoidance), economic considerations (flexible payment schemes), and the 
preference for religiously homogeneous communities. However, the findings reveal 
critical tensions: while istisnāʿ (manufacture-sale) contracts disproportionately 
burden developers with financial risks, ijārah muntahiyah bi tamlīk (lease-to-own) 
arrangements often marginalize consumers’ legal standing. The Islamic label 
frequently functions as a branding tool rather than a guarantee of justice, reinforcing 
spatial segregation among middle-class Muslims. This study argues that without 
business model reformulation and regulatory oversight, Islamic housing risks 
prioritizing commercial interests over the principles of maqāṣid al-sharīʿah (the 
objectives of Islamic law). The findings underscore the necessity of standardized 
contracts and risk mitigation mechanisms to align practice with Islamic values. 

[Artikel ini mengkaji fenomena komodifikasi agama dan ketegangan struktural dalam 
pembiayaan perumahan syariah di Lima Puluh Kota, Sumatera Barat, Indonesia. Meskipun 
mengalami pertumbuhan pesat, praktik perumahan syariah kerap terjebak dalam paradoks 
antara klaim religiositas dan logika pasar, di mana simbol-simbol Islam dimanfaatkan sebagai 
strategi pemasaran tanpa disertai dengan implementasi keadilan substantif. Studi ini bertujuan 
untuk menganalisis faktor-faktor yang mendorong preferensi kelas menengah Muslim terhadap 
perumahan syariah serta ketimpangan relasi kuasa antara pengembang dan konsumen dalam 
transaksi berbasis syariah. Penelitian ini menggunakan pendekatan kualitatif sosio-legal dengan 
mengumpulkan data primer melalui wawancara mendalam terhadap 10 informan (pengembang 
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dan pembeli), serta analisis dokumen kontrak dan materi promosi dari Perumahan Syariah 
Residence di Sumatera Barat. Hasil penelitian mengungkap tiga motif utama pembelian: 
kepatuhan religius (khususnya penghindaran riba), pertimbangan ekonomi (skema pembayaran 
yang fleksibel), dan preferensi terhadap lingkungan yang homogen secara agama. Namun, akad 
syariah yang digunakan dalam transaksi perumahan ini justru menciptakan risiko yang tidak 
seimbang. Akad istisnāʿ membebani pengembang dengan risiko finansial yang tinggi, sementara 
akad ijārah muntahiyah bi tamlīk berpotensi meminggirkan posisi hukum konsumen 
sepanjang masa sewa. Selain itu, label syariah dalam industri ini sering kali berfungsi sebagai alat 
pemasaran daripada sebagai jaminan keadilan substantif, yang pada akhirnya memperkuat 
segregasi spasial dalam komunitas Muslim kelas menengah. Studi ini berargumen bahwa tanpa 
reformulasi model bisnis dan pengawasan regulasi yang lebih ketat, perumahan syariah berisiko 
mengorbankan prinsip maqāṣid al-sharīʿah demi kepentingan komersial. Oleh karena itu, 
diperlukan standarisasi kontrak dan mekanisme mitigasi risiko yang lebih efektif guna 
memastikan keselarasan antara praktik perumahan syariah dengan nilai-nilai Islam.] 

Keywords: Housing Finance, Ijārah Muntahiyah bi Tamlīk, Islamic Housing, Istisnāʿ, 
Religious Commodification. 

 
Introduction 
The Islamic housing sector in various Muslim-majority countries has experienced rapid 
growth, yet this expansion is accompanied by complex social and economic challenges that 
present significant academic concerns.1 One of the most pressing issues is the 
commodification of religion, where Islamic symbols are leveraged as marketing strategies to 
attract consumers. However, this does not necessarily translate into increased religiosity 
among residents.2 Instead of reinforcing Islamic values, such practices risk fostering social 
and spatial segregation, thereby strengthening exclusivism, which may, in turn, undermine 
social cohesion in multicultural societies such as Indonesia. Moreover, affordability remains 
critical, as rising property prices and living costs increasingly restrict access for vulnerable 
groups.3 The Muslim middle class’s preference for culturally and religiously homogeneous 
environments, coupled with their inclination toward interest-free financing schemes, further 
narrows the range of housing options in the property market.4 Ironically, despite economic 
justice claims in Islamic housing, manipulative practices in transactions and financing 

 
1  See: Addin Kurnia Putri and Yuyun Sunesti, “Sharīʿah Branding in Housing Context: A Study of Halal 

Lifestyle Representation,” JSW (Jurnal Sosiologi Walisongo) 5, no. 1 (April 24, 2021): 77–92; Nurrul Helen and 
Ahmad Gamal, “Sharīʿah Housing in the Real Estate Business,” in ICCREM 2017 (International 
Conference on Construction and Real Estate Management 2017, Guangzhou, China: American Society of 
Civil Engineers, 2017), 27–41. 

2  Suprapto Suprapto and Miftahul Huda, “Religious Commodification: Muslim Housing and Identity 
Affirmation in Lombok, Indonesia,” Studia Islamika 30, no. 1 (April 30, 2023): 97–127. 

3  K.A. Rashid, P.N.F.N. Mohd Fauzi, and S.F. Hasan, “Meeting Housing Needs of the Poor and Needy 
Muslims through Zakat and Wakaf,” Planning Malaysia 16, no. 3 (2018): 308–19. 

4  See: Nur Rizqi Febriandika et al., “Determinants of the Millennial Generation’s Intention to Use Sharīʿah 
Home Mortgages,” International Journal of Advanced and Applied Sciences 11, no. 1 (January 2024): 32–39. 
Hanudin Amin, Abdul-Rahim Abdul-Rahman, and Dzuljastri Abdul Razak, “Theory of Islamic Consumer 
Behaviour: An Empirical Study of Consumer Behaviour of Islamic Mortgage in Malaysia,” Journal of Islamic 
Marketing 5, no. 2 (June 3, 2014): 273–301. 
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arrangements frequently occur, leading to legal uncertainties and consumer vulnerabilities.5 
It raises a crucial academic question regarding how Islamic housing can achieve justice and 
sustainability in practice, particularly in the relationship between developers and consumers. 

Within this context, the Perumahan Syariah Residence, developed by PT. Syariah 
Residence serves as a relevant case study to illustrate these dynamics. The use of istisnāʿ 
(manufacture sale) contracts in direct transactions between developers and consumers is 
intended to provide a financing model free from ribā (usury), gharar (uncertainty), and maysir 
(gambling). However, field observations reveal fundamental issues, including discrepancies 
between the constructed properties and consumer expectations, often leading to contract 
cancellations.6 Such situations not only disadvantage consumers but also impose significant 
financial losses on developers, who have already allocated substantial resources to the 
construction process.7 The tension between the idealized promises of Sharīʿah-compliant 
transactions and their practical implementation highlights a power imbalance between 
developers and buyers, resulting in legal uncertainties and potential financial harm to both 
parties. This phenomenon underscores the urgent need for critical research to examine the 
motivations of the Muslim middle class in purchasing Islamic housing, while also 
investigating how religious commodification and Sharīʿah-based financing models serve as 
key drivers in purchasing decisions and market dynamics. 

Existing studies on Islamic housing development primarily focus on two key 
perspectives: religious motivation and religious commodification. Ul Jannah et al. emphasize 
that Muslim consumers’ preference for Islamic housing is driven by religious values and the 
need for financing schemes that align with Islamic principles.8 In contrast, Sunesti and Putri 
highlight that young Muslims choose Islamic housing based on pragmatic considerations, 
particularly economic factors and social homogeneity, rather than purely ideological reasons.9 
A more critical approach by Suprapto and Huda reveals that Islamic symbols in housing 
projects often function merely as marketing tools, with little tangible impact on residents’ 
religious commitment.10 However, these studies have yet to specifically analyze how religious 
commodification in Islamic housing becomes a primary attraction for the Muslim middle 
class, particularly when supported by financing schemes that claim to be Sharīʿah-compliant 
and independent of conventional financial institutions. This research seeks to fill that gap by 
critically examining the factors that drive the Muslim middle class to purchase Islamic 
housing and exploring the implications for developers’ bargaining power, especially in the 
context of the tension between Islamic ideals and real-world market practices. 

 
5  See: Tri Lestari Khoirrani and Risma Nur Arifah, “Default Solution on Sharīʿah Housing in the View of 

Private Law and Islamic Law,” At-Turas: Jurnal Studi Keislaman 8, no. 1 (June 30, 2021): 27–48; Istianah Zainal 
Asyiqin and Fe Fikran Alfurqon, “Musyarakah Mutanaqisah: Strengthening Islamic Financing in Indonesia 
and Addressing Murabahah Vulnerabilities,” Jurnal Media Hukum 31, no. 1 (February 20, 2024): 1–18. 

6  Mayasari, Interview with a Sharīʿah-Compliant Housing Developer, May 2024. 
7  Riyan, Interview with a Sharīʿah-Compliant Housing Developer, May 2024. 
8  Annisa ’Ul Jannah et al., “The Norms That Shape Residents’ Preference for Muslim Housing Communities 

in Depok City, Indonesia,” The International Journal of Interdisciplinary Social and Community Studies 17, no. 1 
(2022): 127–41. 

9  Yuyun Sunesti and Addin K. Putri, “Sharia Housing and Millennials in Indonesia: Between Religious and 
Economic Motives,” HTS Teologiese Studies / Theological Studies 78, no. 4 (January 1, 2022): a7062. 

10  Suprapto and Huda, “Religious Commodification,” 97–127. 
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This study adopts a socio-legal approach to examine Islamic housing transactions from 
both legal and social perspectives. Field research was conducted over four months (May-
August 2024) at the Perumahan Syariah Residence in Tanjung Pati, Lima Puluh Kota, West 
Sumatra—the only residential area in the region that explicitly implements Islamic principles 
in property transactions. The area also represents Minangkabau society, which is known for 
its strong religious orientation. Data collection involved in-depth interviews with ten 
informants, including two developers and eight middle-class Muslim buyers. The developers’ 
names, the housing project, and informants have been anonymized to protect the 
respondents’ confidentiality. Additionally, promotional materials and official website content 
were analyzed to enrich the dataset. All collected data were examined qualitatively to 
understand the motivations, strategies, and religious narratives shaping middle-class Muslim 
consumers’ purchasing decisions. The study also reassesses the interplay between market 
forces, religious identity, and developers’ bargaining power within the Islamic housing sector. 
 
Islamic Housing Finance from the Perspectives of Fiqh and State Law 
A review of classical Islamic jurisprudence (fiqh) reveals that, while there is no specific 
discussion on housing finance contracts, scholars have identified several transactional 
frameworks that can be adapted to the real estate sector. These include salam (sale with 
advance payment and deferred delivery), sharf (currency exchange), murābaḥah (cost-plus sale), 
tawliyyah (sale at cost price without profit), and istisnāʿ.11 Among these, istisnāʿ holds a strategic 
position in Islamic housing development, as it allows for property construction on order with 
a gradual payment scheme. According to Wahbah al-Zuḥailī, this contract represents a 
dynamic response of fiqh to the demands of modern property financing, ensuring compliance 
with Islamic principles while addressing contemporary socio-economic challenges.12 

From a regulatory perspective, Indonesia lacks explicit legislation governing specific 
contracts for Islamic housing finance. However, Law No. 10 of 1998 on Banking provides 
the legal foundation for applying various contractual frameworks in Sharīʿah-compliant 
home financing.13 In practice, the Islamic finance industry predominantly employs murābaḥah, 
ijārah muntahiyah bi tamlīk (lease-to-own), mushārakah mutanāqiṣah (diminishing joint venture), 
and istisnāʿ. All Islamic housing finance transactions must adhere to fatwās (Islamic legal 
opinions) issued by the National Sharīʿah Council of the Indonesian Ulema Council (DSN-
MUI, Dewan Syariah Nasional Majelis Ulama Indonesia), ensuring Sharīʿah compliance. 
These fatwās serve a dual function—not only as operational guidelines for Islamic financial 
institutions but also as legal instruments that legitimize Sharīʿah-based transactions in 
Indonesia.14 

 
11  Wahbah al-Zuḥailī, Al-Fiqh al-Islamī wa Adillatuh, vol. 4 (Damaskus: Dār Al-Fikr, 1985), 343–44. 
12  Al-Zuḥailī, 4:631–35. 
13  Qodariah Barkah et al., “Legal Transformation of Indonesian Sharia Banks Towards Digital Banking in the 

Era of Industrial Revolution 4.0,” Al-’Adalah 21, no. 2 (December 26, 2024): 347–70. 
14  See: Tri Hidayati et al., “Digitalization of Islamic Finance: Epistemological Study of the National Sharia 

Board-Indonesian Council of Ulama’s Fatwa,” Al-Ahkam 33, no. 2 (October 31, 2023): 255–78; Elsy Renie, 
“The Urgency of Fatwa in the Law of Sharia Economics in Indonesia,” Juris: Jurnal Ilmiah Syariah 20, no. 2 
(2021): 201–8. 
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The murābaḥah contract, regulated under the DSN-MUI Fatwā No. 111/DSN-
MUI/IX/2017, is the most dominant financing model in the Islamic housing market.15 It is 
a cost-plus sale contract, where the bank acts as a seller, purchasing the property at the 
customer’s request and subsequently selling it at an agreed-upon profit margin. To prevent 
gharar, both the principal cost and profit margin must be fully transparent from the outset. 
While this model provides pricing transparency and avoids ribā, it has been criticized for its 
structural similarity to conventional mortgage systems.16 According to Hanudin Amin, the 
popularity of murābaḥah among Muslim consumers is primarily driven by its fixed installment 
structure and predictability in pricing.17 

Another financing alternative is ijārah muntahiyah bi tamlīk, regulated under the DSN-
MUI Fatwā No. 27/DSN-MUI/III/2002. It is a lease-to-own contract, where the bank 
leases the property to the customer for a specified period, with an ownership option at the 
end of the lease term through a gift (hibah), symbolic sale, or final installment payment.18 This 
rent-to-own scheme allows customers to occupy the property before assuming full 
ownership at the end of the lease. As Jamaluddin and Fita Nurotul Faizah noted, this 
flexibility makes ijārah muntahiyah bi tamlīk particularly attractive for consumers with limited 
liquidity in the initial stages of financing.19 However, Samers warns that pricing transparency 
in the ownership option remains a key challenge in this model.20 

The mushārakah mutanāqiṣah scheme, governed by the DSN-MUI Fatwā No. 73/DSN-
MUI/XI/2008, introduces a gradual ownership transfer mechanism. It is a diminishing 
partnership contract where one party’s ownership share decreases as the other party gradually 
purchases the remaining shares.21 In Islamic banking, mushārakah mutanāqiṣah facilitates co-
ownership between the bank and the customer, with the bank’s ownership share diminishing 
over time as the customer makes periodic payments until full ownership is achieved.22 This 
model allows both parties to finance the property together, progressively shifting ownership 
to the customer. While mushārakah mutanāqiṣah theoretically offers a more equitable risk-
sharing approach, its implementation faces technical challenges due to administrative 

 
15  “Fatwa DSN-MUI No. 111/DSN-MUI/IX/2017 tentang Akad Jual Beli Murabahah,” DSN-MUI (blog), 

accessed March 26, 2024, https://dsnmui.or.id/kategori/fatwa/. 
16  See: M. Samers, “Islamic Housing Finance,” in International Encyclopedia of Housing and Home (Elsevier, 2012), 

130–38; Mohammad Ghozali et al., “The Law Concept of Sharia Banking Compliance on Murabaha 
Financing in Indonesia,” Samarah: Jurnal Hukum Keluarga dan Hukum Islam 8, no. 3 (August 24, 2024): 1391–
1408. 

17  Hanudin Amin, “The Islamic Theory of Consumer Behaviour for Ijarah Home Financing,” Journal of Asia 
Business Studies 13, no. 4 (October 7, 2019): 672–93. 

18  “Fatwa DSN-MUI No. 27/DSN-MUI/III/2002 tentang al-Ijarah al-Muntahiyah bi al-Tamlik,” DSN-MUI 
(blog), accessed March 26, 2024, https://dsnmui.or.id/kategori/fatwa/. 

19  Jamaluddin, “Implementasi Akad Ijarah Muntahiya bi al-Tamlik (IMBT) Perspektif Fatwa DSN-MUI 
Nomor 27 Tahun 2002 & Hukum Islam,” Jurnal At-Tamwil: Kajian Ekonomi Syariah 2, no. 2 (September 30, 
2020): 153–81; Fita Nurotul Faizah, “Akad Ijarah: Multijasa Financing Mechanism in Baitul Maal wa Tamwil 
(BMT),” AL-ARBAH: Journal of Islamic Finance and Banking 4, no. 2 (October 9, 2022): 123–40. 

20  Samers, “Islamic Housing Finance,” 130–38. 
21  “Fatwa DSN-MUI No. 73/DSN-MUI/XI/2008 tentang Musyarakah Mutanaqishah,” DSN-MUI (blog), 

accessed March 26, 2024, https://dsnmui.or.id/kategori/fatwa/. 
22  Asyiqin and Alfurqon, “Musyarakah Mutanaqisah,” 1–18. 
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complexities and the need for sophisticated management systems.23 For new housing 
development projects, istisnāʿ emerges as an ideal solution, enabling construction-based 
financing according to pre-determined specifications. It is a contract for commissioned 
property construction, where payments are made in stages based on construction progress 
or after project completion. This model is regulated under the DSN-MUI Fatwā No. 
06/DSN-MUI/IV/2000.24 As noted by Darti Busni et al., the primary advantage of istisnāʿ 
lies in its ability to minimize gharar while accommodating customized property specifications 
according to consumer preferences.25 

These various Islamic housing finance models represent efforts to harmonize Islamic 
jurisprudential principles with practical needs in the real estate sector. Each contract carries 
distinct advantages and challenges, particularly regarding ease of implementation, risk 
distribution, and legal certainty. The DSN-MUI fatwās function as an intermediary legal 
instrument, bridging positive law and fiqh, providing a robust legal framework for ensuring 
Sharīʿah compliance in financial transactions.26 Nonetheless, challenges persist in ensuring 
that these contracts do not merely fulfill formal legal requirements but also uphold the 
fundamental values of Islamic economics, namely justice, transparency, and sustainability.27 
 
Perumahan Syariah Residence: Financing Model and Islamic Housing Concept 
The Perumahan Syariah Residence is a property development project initiated by PT. Syariah 
Residence, a real estate company led by Mayasari.28 The project is located in Sarilamak Village, 
Harau District, Lima Puluh Kota Regency, West Sumatra, a highly strategic area situated 
along the main connecting route between West Sumatra and Riau. Sarilamak has emerged as 
a dynamic and rapidly developing area, making it a prime location for middle-class housing 
needs. Additionally, the region is known as a “Satellite City”, serving as an economical and 
administrative center in Lima Puluh Kota, making it an attractive choice for both residential 
living and long-term investment. Since its inception in 2018, PT. Syariah Residence has 
developed three phases of this Islamic housing project.29 

As an Islamic property developer, PT. Syariah Residence implements Sharīʿah-
compliant financing and promotes an Islamic residential environment concept. The company 
offers a variety of housing types at different price points, ranging from IDR 160 million to 
IDR 408 million. For instance, a type 36 Islamic house is available starting at IDR 180 
million, specifically designed for small families seeking a comfortable yet functional home. 

 
23  Yuli Nurhayati and Asyari Hasan, “Analysis of the Mutanaqisah Musyarakah Contract as a Solution for 

Home Ownership Financing in Islamic Banking,” Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE) 
5, no. 1 (April 5, 2022): 390–408. 

24  “Fatwa DSN-MUI No. 06/DSN-MUI/IV/2000 tentang Jual Beli Istishna’,” DSN-MUI (blog), accessed 
March 26, 2024, https://dsnmui.or.id/kategori/fatwa/. 

25  Darti Busni et al., “Hybrid Contracts in Leasing and Ijarah Muntahiya bit Tamlik in Indonesia Sharia 
Financial Institutions,” EkBis: Jurnal Ekonomi dan Bisnis 6, no. 1 (July 7, 2022): 59–73. 

26  Lina Maulidiana and Ledy Famulia, “Maqâshid al-Sharî‘ah Review of the Implementation of Sharia 
Franchise at 212 Mart Bandar Lampung, Indonesia,” Al-’Adalah 20, no. 1 (June 25, 2023): 157–78. 

27  Ahmad Dakhoir, “The Fatwa Authorities of National Syaria Council of Majelis Ulama Indonesia in 
Supporting the Principle If Syariah Compliance,” Journal of Legal, Ethical and Regulatory Issues 22, no. 1 (2019): 
1–5. 

28  Mayasari, Interview with a Sharīʿah-Compliant Housing Developer. 
29  Riyan, Interview with a Sharīʿah-Compliant Housing Developer. 
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The house has a 36 m² building area on a 108 m² plot of land, featuring two bedrooms, one 
bathroom, and a living room. With installment options starting from IDR 1,125,000 per 
month, Taman Yudha Mas Tanjung Pati presents an affordable homeownership solution for 
young families looking to purchase their first home, as well as for those seeking a budget-
friendly yet high-quality residence.30 

Figure 1 
Islamic Housing Sales Brochures 

 
 
 

 
 
 
 
 
 
 
 
 

 
 
Source: Data obtained directly from the developer, 2024. 

The sales brochure for the Perumahan Syariah Residence (Figure 1) highlights its 
adherence to Islamic principles in home financing. The financing model employed by the 
developer claims to be free from ribā, void transactions, bank loans, late payment penalties, 
property seizures, foreclosures, auctions, and insurance requirements. Furthermore, the 
financing scheme requires zero down payment, no Bank Indonesia credit checks, and no 
complicated administrative conditions.31 From the perspectives of both the developer and 
homebuyers, ribā is strictly prohibited in Islam, leading them to avoid banks in housing 
transactions. Instead, the home purchase agreement is established directly between the buyer 
and the developer, where they mutually agree on the payment method, the down payment 
amount, and the monthly installment structure (if the buyer opts for installments). One 
distinctive feature of this Islamic financing system is its absence of penalty fees for buyers 
who fail to meet their payment obligations on time. However, buyers facing financial 
difficulties are required to inform the developer of their challenges and provide justifiable 
reasons for any payment delays. This approach aligns with Islamic ethical principles, 
emphasizing compassion and fairness in financial transactions, particularly in addressing 
individuals’ difficulties in fulfilling their commitments.32 

 
30  Mayasari, Interview with a Sharīʿah-Compliant Housing Developer. 
31  Riyan, Interview with a Sharīʿah-Compliant Housing Developer. 
32  Mayasari, Interview with a Sharīʿah-Compliant Housing Developer, May 2024; Riyan, Interview with a 

Sharīʿah-Compliant Housing Developer. 
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Beyond Sharīʿah-compliant financing, PT. Syariah Residence also envisions an Islamic 
residential environment, incorporating facilities such as a sports center, jogging track, 
modern wet market, places of worship, and a pondok tahfiz (Islamic boarding school focused 
on Quran memorization).33 The first three facilities are general amenities commonly offered 
by real estate developers, while the latter are specifically designed to align with Islamic values. 
Unfortunately, despite these ambitious plans, none of these facilities have been successfully 
implemented as of yet. Mayasari and RM have cited financial constraints as the primary 
obstacle preventing the realization of these Islamic housing amenities.34 Overall, the 
Perumahan Syariah Residence represents an alternative Islamic housing model that integrates 
Sharīʿah-compliant financing mechanisms with a vision of an Islamic lifestyle-oriented 
residential community. However, the challenges in execution, particularly financial 
limitations, highlight the complexities involved in developing Islamic housing projects that 
fully uphold the principles of Islamic economic law while maintaining practical feasibility in 
the modern real estate market. 
 
Implementation of Ijārah Muntahiyah bi Tamlīk and Istisnāʿ Contracts in Islamic 
Housing Finance 
Islamic housing finance at the Perumahan Syariah Residence applies two primary contracts: 
ijārah muntahiyah bi tamlīk and istisnāʿ.35 These contracts are designed to offer Sharīʿah-
compliant homeownership solutions, ensuring the avoidance of ribā, gharar, and ẓulm 
(injustice).36 Ijārah muntahiyah bi tamlīk contract is used in a lease-to-own scheme, where 
ownership of the property transfers to the tenant upon completion of the rental period. 
Meanwhile, the istisnāʿ contract is applied in a build-to-order scheme, where the buyer 
commissions a house with specific features and makes progressive payments until the 
property is completed. The implementation of these contracts aligns with the needs of 
middle-class Muslim communities in Sarilamak, who seek flexible, transparent, and ribā-free 
housing solutions. The Perumahan Syariah Residence claims to be the first and only Islamic 
housing project in Sarilamak, offering a fully Sharīʿah-compliant financing model.37 

The ijārah muntahiyah bi tamlīk contract is a rental agreement with an ownership option, 
allowing tenants to acquire ownership of the property gradually. Under this scheme, the 
buyer makes fixed rental payments over a specified period, with a portion of the payments 
allocated toward the property’s purchase price. Ownership is transferred to the tenant once 
the full payment is completed. This model offers a more flexible alternative to conventional 
mortgages, eliminating fluctuating interest rates and the risk of foreclosure due to default. 
Studies have shown that ijārah muntahiyah bi tamlīk financing is gaining popularity in Islamic 
property finance, as it provides a flexible financing structure that can adapt to changing 

 
33  Riyan, Interview with a Sharīʿah-Compliant Housing Developer. 
34  Mayasari, Interview with a Sharīʿah-Compliant Housing Developer, May 2024; Riyan, Interview with a 

Sharīʿah-Compliant Housing Developer. 
35  Mayasari, Interview with a Sharīʿah-Compliant Housing Developer. 
36  Samers, “Islamic Housing Finance,” 130–38. 
37  Mayasari, Interview with a Sharīʿah-Compliant Housing Developer. 
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consumer needs, particularly during economic uncertainty.38 Additionally, integrating digital 
marketing strategies has enhanced the visibility of ijārah muntahiyah bi tamlīk offerings, making 
it easier for prospective homeowners to access information and make informed decisions.39 

Figure 2 
Islamic Housing Finance Based on Islamic Principles 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Data obtained directly from the developer, 2024. 

At the Perumahan Syariah Residence, ijārah muntahiyah bi tamlīk contract is 
implemented to purchase houses with a land area of 45 square meters, priced at IDR 
323,000,000. The financial terms include a non-refundable booking fee of IDR 5,000,000 
(covering notary fees) and a down payment of IDR 30,000,000. After making the down 
payment, the buyer proceeds with fixed-installment payments under the ijārah muntahiyah bi 
tamlīk scheme, with tenure options as follows: 1). 5 years (60 months): IDR 4,800,000 per 
month; 2). 10 years (120 months): IDR 2,400,000 per month; 3). 15 years (180 months): IDR 
1,600,000 per month; 4). 20 years (240 months): IDR 1,200,000 per month. Additionally, 
buyers are required to pay extra fees for building permits (IMB), electricity (PLN), water 
utilities (PDAM), property taxes, and the Sale and Purchase Deed (AJB), which must be 
settled before moving in. The construction process takes 6 to 12 months, depending on 
payment sequence and order number. If the land area exceeds the brochure specifications, 
an additional IDR 1,000,000 per square meter charge applies.40 

 
38  See: Mustafa Raza Rabbani et al., “The Response of Islamic Financial Service to the COVID-19 Pandemic: 
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Kalimas Bekasi Branch Customers),” Jurnal Indonesia Sosial Teknologi 4, no. 9 (September 25, 2023): 1349–60. 
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Lariba 9, no. 1 (June 21, 2023): 35–56. 

40  Mayasari, Interview with a Sharīʿah-Compliant Housing Developer, May 2024; Riyan, Interview with a 
Sharīʿah-Compliant Housing Developer. 
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The ijārah muntahiyah bi tamlīk implementation in this housing project highlights its 
flexibility in payment structures, price certainty from the outset, and transparent cost 
breakdowns, distinguishing it from interest-based mortgage systems. Ijārah muntahiyah bi 
tamlīk framework is highly relevant in Islamic housing finance, as it caters to consumers 
seeking Sharīʿah-compliant solutions while also stimulating economic growth within the 
community. This contract is designed to clearly define tenants’ and property owners’ rights 
and obligations. Tenants pay rent to use the property, with a portion allocated toward 
ownership acquisition. This mechanism facilitates homeownership and reduces financial 
risks associated with traditional mortgages, often involving fluctuating interest rates and 
hidden costs.41 A transparent ijārah muntahiyah bi tamlīk contract is crucial for building trust 
between financial institutions and consumers, particularly in regions showing a growing 
interest in Islamic financing.42 

In addition to ijārah muntahiyah bi tamlīk, the Perumahan Syariah Residence implements 
istisnāʿ contracts as an alternative financing option tailored to meet Muslim homeownership 
needs while adhering to Islamic financial principles. Through the istisnāʿ contract, the 
developer, Mayasari, commits to constructing a house according to the agreed specifications 
with the buyer, AM. In this case, AM commissions a 51 m² residential unit on a 108 m² plot, 
with a contract value of IDR 408,000,000. This transaction is conducted without the 
involvement of conventional financial institutions, ensuring that it remains free from ribā, 
gharar, and unjust practices in property transactions.43 The istisnāʿ model benefits individuals 
excluded from the formal banking system,44 such as informal sector entrepreneurs and those 
facing administrative challenges in securing bank loans. It makes istisnāʿ a highly inclusive 
and adaptable instrument within the Islamic financial system.45 

From a payment mechanism perspective, the istisnāʿ contract applied in this project 
offers a long-term installment plan with attractive incentives for consumers. Aming pays a 
down payment of IDR 51,000,000, while the remaining IDR 357,000,000 is paid in 240 
monthly installments of IDR 1,487,500. A key advantage of this scheme is the flexibility in 
upfront payments, which comes with installment discounts—ranging from a one-month 
discount for a 12-month advance payment to a 12-month discount for a 10-year advance 
payment. These incentives not only benefit consumers financially but also enhance the 
developer’s cash flow stability. On the other hand, risk management in istisnāʿ contracts is 
structured proportionally. If a buyer defaults on three consecutive payments, the developer 
reserves the right to terminate the contract or offer an alternative transfer to an Islamic 
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mortgage, covering 75% of the remaining debt. This policy reflects the prudential principle 
while ensuring protection for both parties in the agreement.46 

Conceptually, the istisnāʿ contract implemented at the Perumahan Syariah Residence 
aligns with maqāṣid al-sharīʿah (the objectives of Islamic law), particularly in terms of 
preserving wealth (ḥifẓ al-māl) and promoting social welfare by providing fair and transparent 
homeownership access.47 The direct transaction between developer and consumer minimizes 
intermediary costs and reduces the risk of information asymmetry, creating a more efficient 
and equitable financing ecosystem.48 The legal clarity in contracts and the risk mitigation 
mechanisms reinforce istisnāʿ as a sustainable and adaptive Islamic financing model.49 
 
Factors Influencing the Decision to Purchase Sharīʿah-Compliant Housing 
The increasing popularity of Sharīʿah-compliant housing among the Muslim middle class, 
including in Lima Puluh Kota, reflects a shift in residential preferences that are influenced 
not only by economic factors but also by religious and socio-cultural values. Data from 
Islamic property developers, Mayasari and Riyan, indicate that approximately 70% of total 
annual sales of Sharīʿah-compliant housing come from the Muslim middle class.50 This trend 
highlights not only the demand for comfortable housing but also the expression of faith 
through homeownership that is aligned with Islamic principles. In this context, Islamic 
housing is not merely seen as a place to live but also as an extension of religious identity and 
a form of commodification of Islamic values within the property sector.51 

Interviews with buyers of Sharīʿah-compliant housing in the Perumahan Syariah 
Residence, Tanjung Pati, revealed three primary factors influencing their purchasing 
decisions and the sustainability of transactions: religious factors, economic considerations, 
and socio-cultural aspects. Religious motivation emerged as the dominant driver for most 
buyers, many of whom chose Islamic housing to live in an environment that aligns with 
Islamic values.52 A major attraction of this type of housing is the ribā-free financing system, 
which is considered more compliant with Islamic teachings than conventional credit schemes 
involving interest. As Awang stated:53 

“I find that Sharīʿah-compliant housing offers many benefits, especially from a financial perspective. 
The financing is ribā-free, and the installment plans are flexible, which provides peace of mind as they 
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50  Mayasari, Interview with a Sharīʿah-Compliant Housing Developer, May 2024; Riyan, Interview with a 
Sharīʿah-Compliant Housing Developer. 
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Indonesia,” in Expressing Islam: Religious Life and Politics in Indonesia, ed. Greg Fealy and Sally White (ISEAS 
Publishing, 2008), 15–39. 
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53  Awang, Interview with a Sharīʿah-Compliant Housing Buyer, June 2024. 
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align with Islamic financial principles. Additionally, the payment system is not burdensome—the 
down payment is affordable, and I appreciate the most that there are no late payment penalties. That 
makes Islamic housing much more appealing to me.” 

Moreover, a religiously homogeneous environment is perceived as beneficial for 
children’s education and spiritual development, as Islamic values can be more easily instilled 
in daily life. The presence of Sharīʿah-based facilities further reinforces the decision to 
purchase.54 In this regard, adherence to Islamic principles in both financial and social aspects 
is not merely a preference but also a manifestation of religious commitment.55 

Beyond religious considerations, economic factors also play a crucial role in purchasing 
Sharīʿah-compliant housing. The advantages of Islamic financing—such as the absence of 
late payment penalties, no fluctuating interest rates, and fixed monthly installments—make 
it particularly attractive to the Muslim middle class. This stable payment structure provides 
financial security and is perceived as a fairer alternative to conventional banking schemes.56 
Some buyers, such as Zafir and Rawing, view Islamic housing as a promising investment 
opportunity.57 The strategic location near business districts and university campuses increases 
property value and offers the potential for rental income from fellow Muslim tenants. As 
Rawing noted:58 “My main reason for choosing this housing complex is its strategic location—close to the 
business area and campuses in Tanjung Pati. I see this as an opportunity because the property value is bound 
to increase over time.” The growing presence of Sharīʿah-based financial products in the real 
estate sector is also opening up new investment prospects, particularly in Southeast Asia, 
where the Muslim market is both large and rapidly expanding.59 

Additionally, socio-cultural factors contribute to shaping preferences for Sharīʿah-
compliant housing. Several buyers emphasized that living in a religiously homogeneous 
community fosters a higher sense of social security and supports a more cohesive social 
environment. The shared Islamic values within these housing complexes are seen as 
beneficial for child-rearing, particularly in instilling Islamic norms from an early age.60 As 
Katasa explained, “I chose Islamic housing because I want my home to reflect my religious values. For me, 
living in a community that shares the same religious vision is essential, especially for raising children. It makes 
teaching them about religious education in a supportive environment easier.” Furthermore, Islamic 
housing communities often implement specific regulations requiring residents to adhere to 
Islamic principles in their daily lives.61 This religious homogeneity not only strengthens social 
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cohesion but also creates a structured social ecosystem where residents can practice Islamic 
values without external societal influences that might challenge their way of life.62 

Among these three factors, religious motivation remains the most decisive determinant 
in purchasing Sharīʿah-compliant housing, followed by economic and socio-cultural 
considerations. While economic factors enhance the appeal by offering financial stability and 
investment potential, and socio-cultural aspects contribute to the preference for a religiously 
homogeneous community, religious commitment ultimately serves as the primary foundation 
for decision-making. Moreover, the rising demand for Islamic housing indicates a broader 
trend of commodifying religious identity, where owning a Sharīʿah-compliant home is not 
only a matter of fulfilling residential needs but also a means of affirming Islamic identity in 
the broader social space.63 Consequently, Islamic housing is evolving not only as an 
alternative to Islamic-value-based living but also as part of the complex economic, social, 
and cultural dynamics within the contemporary Muslim middle class. 
 
Religiosity, Religious Commodification, and Structural Tensions 
The implementation of istisnāʿ and ijārah muntahiyah bi tamlīk contracts in the Islamic housing 
financing scheme by PT. Syariah Residence reveals a fundamental tension between the 
idealism of religiosity and the reality of commercialization within the Islamic property 
industry. Normatively, these contracts are designed to uphold the principles of maqāṣid al-
sharīʿah, particularly in ensuring justice, transparency, and asset protection for both parties in 
a transaction.64 However, in practice, these contracts exhibit significant vulnerabilities when 
confronted with market logic and commercial economic dynamics that prioritize capital 
accumulation over Islamic ethical values.65 This tension increases the risk of disputes in 
Islamic economic transactions.66 

From a technical perspective, the istisnāʿ contract provides consumers with the 
flexibility to customize their homes according to their desired specifications.67 However, this 
direct financing scheme places a disproportionate financial risk on developers.68 PT. Syariah 
Residence bears the full construction costs upfront without any guarantee of continued 
payments from consumers, particularly in the absence of Islamic financial institutions that 
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could serve as risk mitigators.69 This imbalance exposes developers to the risk of default, 
including unilateral cancellations by dissatisfied consumers.70 This situation illustrates how 
the istisnāʿ contract, despite being free from ribā,71 has transformed into an instrument of 
religious commercialization, where the Islamic label is leveraged more as a marketing strategy 
than as a genuine manifestation of substantive justice.72 

Meanwhile, the ijārah muntahiyah bi tamlīk contract offers a lease-to-own scheme, 
allowing consumers to gradually acquire property ownership without being entangled in 
ribā.73 Theoretically, this contract provides consumers with flexibility in accessing housing, 
but it carries substantial latent risks in practice. Full property ownership is only transferred 
to the consumer upon completing all payment obligations, leaving the consumer legally 
vulnerable throughout the lease period.74 Issues such as uncertainty regarding construction 
quality, delays in property handover, and the risk of default often go unaddressed in 
contractual agreements. Furthermore, ijārah muntahiyah bi tamlīk is frequently reduced to a 
mere Islamic branding tool, marketed as a safer and more religiously compliant alternative.75 
In reality, it exacerbates power imbalances between developers and consumers. 

A deeper analysis of these two contracts reveals the intensifying commodification of 
religion within the Islamic housing industry.76 Islamic identity is no longer merely an ethical 
foundation but has been transformed into a market differentiation strategy, capitalized upon 
to attract the Muslim middle class.77 Islamic housing is not merely positioned as a residential 
space but also as a status symbol and a marker of religious identity, fostering social exclusivity 
that contributes to spatial segregation in multicultural societies.78 This phenomenon 
underscores the risk that Islamic claims in Islamic housing projects may be reduced to 
commercial labels. At the same time, core maqāṣid al-sharīʿah values—such as justice and 
social welfare—are increasingly marginalized.79 

These findings emphasize that the primary challenge in implementing istisnāʿ and ijārah 
muntahiyah bi tamlīk contracts lies not only in financial technicalities but also in ethical and 
epistemological concerns regarding the integrity of Islamic values in Islamic economic 
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practices.80 Without a reformulation of business models and a strengthened role for Islamic 
financial institutions as power-balancing entities, Islamic housing risks becoming trapped in 
the paradox of religious commercialization. Therefore, institutional intervention from 
regulators is necessary, including enhancing risk mitigation systems and formulating fairer 
contractual agreements. It ensures that Islamic housing products genuinely reflect the 
principles of justice, social sustainability, and maqāṣid al-sharīʿah in a substantive—not merely 
symbolic—manner.81 
 
Conclusion 
This study confirms the existence of an epistemological dissonance between the idealized 
narrative of Islamic transactions and the actual practices of Islamic housing financing in 
Indonesia. The analysis of the implementation of istisnāʿ (manufacture-sale) and ijārah 
muntahiyah bi tamlīk (lease-to-own) contracts reveals three fundamental paradoxes. First, the 
claim of ribā avoidance does not automatically ensure the realization of substantive justice in 
developer-consumer relationships. Second, the Muslim middle class’s preference for 
religious homogeneity positively correlates with spatial segregation practices, which 
contradict the Islamic principle of inclusivity. Third, the commodification of Islamic symbols 
through marketing strategies appears to be more dominant than the internalization of maqāṣid 
al-sharīʿah (the objectives of Islamic law) values in product design. Qualitative findings 
indicate that the istisnāʿ contract creates a risk asymmetry, where most of the initial financial 
burden falls on developers. In contrast, the ijārah muntahiyah bi tamlīk contract places 
consumers in a legally ambiguous position throughout the lease period—a condition that 
contradicts the principle of ḥifẓ al-māl (protection of wealth). 

Theoretically, this study contributes significantly to Islamic economic discourse by 
demonstrating how the capitalization of religious identity within the property industry 
reproduces structural inequalities. The policy implications call for a three-tiered supervisory 
model: contract standardization by the Financial Services Authority (OJK, Otoritas Jasa 
Keuangan), strengthening the role of the Sharīʿah Supervisory Board in transaction audits, 
and enhancing consumer education regarding legal rights in Islamic transactions. The study’s 
limitations lie in its restricted geographical scope in West Sumatra and its focus on only two 
contract types, necessitating comparative research across different regions with more 
complex financing models. Future research should explore the socio-spatial impact of 
Islamic housing on heterogeneous community structures and critically analyze the 
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effectiveness of the National Sharīʿah Council of the Indonesian Ulema Council (DSN-MUI) 
fatwās in resolving contemporary Islamic property disputes. 
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