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The ultra-micro business sector, dominated by 
street vendors, daily traders, and itinerant 
traders, faces limited access to financing from 
formal financial institutions (LKF), especially for 
needs below IDR 3,000,000. This study aims to 
analyze the obstacles faced by ultra-micro 
business actors in accessing formal financing. 
Using a qualitative approach, data were 
collected through in-depth interviews with 
business actors and LKF representatives. The 
results of the study show that LKF has not 
optimally reached this segment due to 
regulatory and internal bureaucratic 
constraints. As a result, business actors turn to 
Informal moneylenders who offer high-interest 
loans, which actually increases the burden and 
worsens the inequality of financial access. This 
study emphasizes the importance of 
redesigning financial inclusion policies to be 
more adaptive, and fair in responding to the 
needs of ultra-micro business actors. 

 

1. INTRODUCTION 

The ultra-micro business sector is widely run by various levels of society, including small 

traders, street vendors, traveling vendors, and the like. This business can be done by anyone, 

without requiring special skills, and often involves marginalized individuals, such as victims of 

layoffs, retirees, and other community groups who need alternative sources of income. In this 

sector, the capital required is relatively affordable for the community, although not a few of 

these ultra-micro business actors require loans from outside parties (Muthoifin et al., 2024), 
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(Sungkawaningrum, 2022), (Kusuma et al., 2024). 

Facts on the ground show that the share of loans for the ultra-micro business sector has 

not been touched by large financial institutions such as Bank Rakyat Indonesia (BRI), Bank 

Negara Indonesia (BNI 46), and other similar banks. In this case, loans with a value of less than 

IDR 3,000,000 have not been the main focus of these financial institutions. As a result, this 

segment is actually dominated by microfinance institutions, and in many cases, by Informal 

moneylenders. (Satriadi, 2021), (Jeaheng et al., 2023),  

The non-involvement of large banks in ultra-micro financing is caused by various factors, 

including regulations that do not specifically support and internal management structures that 

tend to prioritize efficiency through larger-scale financing.(Akhmad Affandi, 2024) This 

condition shows that financial inclusion, especially for ultra-micro business actors, is still far 

from expectations.(Rohma, 2024), (Merroun & Hamiche, 2023), (Meki & Quidt, 2025) 

Therefore, it is necessary to build more inclusive and widespread financial communication 

and strategies, so that the chain of dependence on Informal moneylenders can be reduced, 

even broken. This approach is also an important step in encouraging equitable financial 

transformation and has a direct impact on the economic empowerment of lower-class 

communities. (Makhroja et al., 2023), (Karyono, 2024), (Jannah Richatul, 2024) 

The phenomenon of financial behavior in the ultra-micro business sector shows that 

business actors tend to prefer borrowing funds from Informal moneylenders or, in certain 

cases, accessing financing through microfinance institutions (MFIs).(Kurniasih et al., 2024) This 

is because formal financial institutions, such as large banks, generally do not serve loans with a 

value of less than IDR 3,000,000. In addition, ultra-micro business actors consider that the loan 

application procedure at large banks is too complicated and bureaucratic. As a result, even 

though they are aware that Informal moneylender interest rates are much higher than formal 

financial institutions, they still choose Informal moneylenders as their main source of financing. 

This dependency continues to this day. (Susanto et al., 2023), (Nguyen et al., 2024) 

When ultra-micro business actors need external loan funds in a short time, then the one 

who is present in that short time is a Informal moneylender. The disbursement time is relatively 

fast and the requirements are easy without administration, namely only with a photo of an ID 

card (Resident Identity Card), especially if you already know each other, loans with an amount 

of less than IDR 3,000,000 can be disbursed immediately. The funds are immediately used by 
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the customer. In this condition, the ease of disbursement of loan funds is an icon in the eyes of 

its customers. This is what causes ultra-micro business actors to depend on loans from Informal 

moneylenders. (Fadhilah et al., 2024), (Sungkawaningrum, Sholihin, et al., 2024) 

In fact, Informal moneylenders in handling the loan market of less than IDR 3,000,000 

also have competitors in finance, namely Microfinance Institutions. This means that the loan 

market with that amount is a potential customer potential. Similar to Informal moneylenders, 

Microfinance Institutions also only apply the requirement of a KTP photo when applying for a 

loan, even the interest is lower than the Informal moneylender's interest. The problem is why 

ultra-micro business actors tend to choose Informal moneylenders in terms of operations or 

loan disbursement. Microfinance Institutions lose in terms of operating hours and loan quotas. 

It is possible that when ultra-micro business actors need loans from Microfinance Institutions, 

the loan quota happens to be full, so the loan application is canceled. In contrast, Informal 

moneylenders do not limit the quota or number of customers who will borrow, so the choice 

returns to the Informal moneylender. (Sungkawaningrum, Handona, et al., 2024) 

Banks that already have a big name, have not or even do not touch the ultra-micro 

business sector loan level. The reason is that the management structure considers loans with a 

ceiling of less than IDR 3,000,000 to be considered too small a margin. Assuming a loan of that 

amount, without collateral, is one of the reasons why large banks do not come into contact 

with ultra-micro loans. (Thi et al., 2024) This is what causes large banks to be uninterested in 

ultra-micro business actors. Access to financing is an important element in encouraging 

business growth and sustainability. Including the ultra-micro business sector which consists of 

business actors such as street vendors, daily traders, and traveling vendors. In reality, this 

business group still faces limitations in obtaining support from formal financial institutions, 

especially large banks. Although the People's Business Credit (KUR) program has been launched 

to answer this challenge. As stated by Manuhutu and Battista (2024), its implementation still 

leaves problems. Especially related to collateral requirements and the limited quota available. 

The study also did not detail the business sectors receiving KUR, raising questions about the 

extent to which KUR actually reaches ultra-micro businesses.(Arkan, 2016) 

Meanwhile, ultra-micro business actors tend to turn to Informal moneylenders who offer 

easy access without administrative requirements, even with high interest rates. This shows that 

there is a gap in financing services that formal institutions have not been able to fill. As an 
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alternative, microfinance institutions such as Baitul Maal Wat Tamwil (BMT) seek to provide 

solutions by instilling financial insight into the community, as mentioned by Chairunnisa and 

Marlina (2020). However, this approach is not specific enough in explaining the form of financial 

insight provided and how it is relevant to the problems faced by ultra-micro business 

actors.(Chairunnisa & Marlina, 2020) 

Based on the limitations of previous studies, this study aims to analyze why large banks 

have not been able to reach the ultra-micro business sector. Meanwhile, Informal moneylenders 

and microfinance institutions are more effective in reaching this segment. This study also 

highlights the failure of the existing financial system in providing fair and inclusive financing, 

and reveals the role of parties who have more information for their own benefit (adverse 

selection)in risk avoidance by large financial institutions. 

The novelty of this study lies in the formulation of an adaptive financial communication 

framework specifically designed to address the financing constraints faced by ultra-micro 

business actors. Unlike the conventional concept of financial literacy, which predominantly 

emphasizes the dissemination of financial knowledge and skills at the individual level, the 

proposed framework highlights two-way, contextual, and systemic communication between 

financial institutions (LKF) and ultra-micro entrepreneurs. This approach recognizes that the 

limited financial access experienced by these actors is not merely a result of low literacy, but 

also of asymmetric information, rigid institutional procedures, and insufficient communication 

channels that fail to capture the real needs and behavioral patterns of ultra-micro businesses. 

In this context, adaptive financial communication refers to a dynamic, participatory, and 

needs-based process in which financial institutions continuously adjust their strategies, 

messages, and products based on direct feedback and socio-economic realities of ultra-micro 

business communities. The model emphasizes relationship-building, trust creation, and co-

learning mechanisms between financial institutions and business actors, ensuring that 

communication becomes an enabling tool for inclusive policy design rather than a top-down 

literacy campaign. 

This conceptual innovation differs from existing financial literacy models that tend to 

treat micro-entrepreneurs as passive recipients of information. Instead, the study proposes an 

interactive ecosystem of financial dialogue, where inclusion is achieved through mutual 

understanding, adaptive regulations, and iterative communication flows. Through this 
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framework, the study contributes to the literature by offering a systematic linkage between 

financial communication and inclusive policy reformulation, positioning communication as a 

strategic instrument to foster equity and sustainability in financial inclusion for the ultra-micro 

sector. 

 

2. LITERATURE REVIEW 

Research on access to ultra-micro business financing cannot be separated from 

theoretical studies on information dynamics, financing efficiency, and social relations between 

loan providers and recipients. One relevant theory in this context is the Information Asymmetry 

Theory proposed by Akerlof (1970). This theory explains that in a transaction, one party has 

more complete or accurate information than the other party. In the context of banking and 

ultra-micro business actors, information inequality occurs when business actors do not have 

formal financial reports or historical records of the business, so they cannot meet the 

administrative requirements of large financial institutions. On the other hand, large banks 

consider this sector to be high risk because there is not enough data to objectively assess 

business feasibility. This causes rejection of financing applications, while also narrowing access 

opportunities for the most economically vulnerable groups.(Mi’raj & Ulev, 2024) 

Furthermore, Adam Smith's Theory of Economies of Scale and Profitability (1776) explains 

that cost efficiency and increasing production scale are the keys to achieving profitability. In 

practice, large banks tend to serve business segments that are considered to have larger 

economies of scale and high profit potential. The ultra-micro business sector is considered 

inefficient in the use of funds because the small loan amount is not comparable to the 

administrative costs and risks borne. This view strengthens the reasons for large banks to avoid 

this sector, and encourages the exclusion of ultra-micro business actors from the formal 

financial system.(Sungkawaningrum, 2024) 

As a complement, the Embeddedness Theory or Local and Social Information introduced 

by Granovetter (1985), provides an understanding of why microfinance institutions and Informal 

moneylenders are actually better able to reach ultra-micro business actors. This theory 

emphasizes that economic decisions are not entirely rational and formal, but rather embedded 

in social networks. Informal moneylenders and microfinance institutions usually have social 

closeness to local communities, as well as access to information that large banks do not have. 
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They understand the daily cash flow patterns of ultra-micro business actors and are able to offer 

flexible installment schemes (daily, weekly, or monthly). This relationship-based approach 

makes the informal sector more responsive to the real needs and conditions of small business 

actors (Zhong & Werner, 2024), (Jeaheng et al., 2023). 

These three theories show that the failure of the formal financial system in reaching ultra-

micro businesses is not solely due to the financial capabilities of business actors, but rather due 

to structural bias and systemic weaknesses in understanding and responding to the 

characteristics of this segment. The existing literature still lacks discussion of the importance of 

a financial communication approach based on real needs and social context, which is the key to 

success for informal actors. Therefore, this study fills this gap by proposing the development of 

financial communication that is more adaptive, structured, and relevant to the conditions of 

ultra-micro business actors (Sungkawaningrum, Sholihin, et al., 2024), (Kamah, 2024), (Karyono, 

2024). 

 

3.  METHODOLOGY 

This study employs a non-participatory descriptive qualitative approach, designed to 

obtain an in-depth understanding of the phenomenon of limited access to financing 

experienced by ultra-micro business actors and to explore the interactions among formal 

financial institutions (LKF), microfinance institutions, and informal moneylenders (Informal 

moneylenders) (Zakaria & Kuah, 2024), (Kamah, 2024). The qualitative design is considered 

appropriate because it enables the researcher to capture the social, cultural, and economic 

realities of business actors within their daily contexts, as well as to examine the relational 

dynamics between lenders and borrowers (Nurpramana et al., 2024). 

The research was conducted in three urban and peri-urban areas in Indonesia that exhibit 

a high density of informal economic activity: Medan City (North Sumatra), Bekasi City (West 

Java), and Malang City (East Java). These areas were chosen purposively because of their 

concentration of ultra-micro enterprises such as street vendors, itinerant traders, traditional 

market sellers, and home-based business operators (Budiarto et al., 2024), (Aminu & Manko, 

2024). 

The study involved a total of 27 informants, selected using purposive sampling with the 

criterion that they had direct experience in seeking financing from either formal or informal 



   
 
   
 

    p-issn: 2798-8562| e-issn: 2798-4834          Vol.5. No.1 (2025) 
 

 
 
260 | Journal of Islamic Economics and Business  
Faculty of Islamic Economics and Business – UIN Sunan Gunung Djati Bandung 

sources. The informants consisted of: 

1. 15 ultra-micro business actors (who had borrowed from Informal moneylenders, 

microfinance institutions, or attempted to access bank credit); 

2. 6 representatives of formal financial institutions (banks and cooperatives that manage 

micro-loan schemes); 

3. 6 representatives of microfinance institutions and informal moneylenders. 

This composition allowed the triangulation of perspectives from various financing actors 

and ensured that findings reflected the multidimensional nature of financial access. 

Primary data were obtained through in-depth semi-structured interviews and non-

participant field observations. Interviews were conducted face-to-face, lasting between 45 to 

90 minutes, and guided by a set of open-ended questions focusing on financing experiences, 

perceived constraints, trust issues, and communication patterns between borrowers and 

lenders. Field observations were carried out in business locations to capture daily economic 

interactions and the socio-spatial context of ultra-micro entrepreneurship. 

In addition, documentary analysis was performed using secondary data, including internal 

reports from microfinance institutions, government policy documents on financial inclusion, 

and informal transaction records (Budiarto et al., 2024; Aminu & Manko, 2024). All interviews 

were recorded with participants’ consent and transcribed verbatim for analysis. The collected 

data were analyzed using thematic analysis, following the six-step framework proposed by 

Braun and Clarke (2006). The process included: 

1. Familiarization with data through repeated reading of transcripts and observation notes, 

2. Generating initial codes that captured meaningful segments of data, 

3. Searching for themes by clustering related codes into broader conceptual categories, 

4. Reviewing themes to ensure coherence and internal consistency, 

5. Defining and naming themes to capture the essence of each pattern, and 

6. Producing the final report, integrating empirical evidence with theoretical insights. 

The analysis was conducted inductively, allowing patterns and interpretations to emerge 

naturally from the data rather than being imposed by pre-existing theoretical frameworks. 

To maintain data credibility and trustworthiness, the study employed triangulation of 

sources and techniques, combining interviews, observations, and document analysis. Member 

checking was conducted by revalidating interpreted findings with several key informants to 
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confirm their accuracy and consistency. The researcher also maintained a reflexive journal 

throughout the fieldwork to document analytical decisions and minimize subjective bias (Arkan, 

2016), (Ali, 2024), (Fonseca et al., 2024). 

 

4. RESULT AND DISCUSSIONS 

1. Inability of Large Banks to Reach the Ultra Micro Business Sector 

Field findings indicate that large banks consistently avoid extending credit to the ultra-

micro business segment, especially those seeking loans below IDR 3,000,000. This behavior 

aligns with Adam Smith’s (1776) theory of Economies of Scale and Profitability, which underlines 

that institutions seek operational efficiency through cost minimization and high return margins. 

From this theoretical perspective, loans of minimal value are considered inefficient because 

administrative and monitoring costs outweigh the potential profit margins (Moskovitz et al., 

1989). 

Empirical observations reinforce this theoretical view. Several bank officers interviewed 

noted that “processing a loan of three million requires the same paperwork as processing three 

hundred million, but the return is incomparable.” This statement reflects how administrative 

burden and strict compliance procedures act as deterrents. Similarly, Thein et al. (2024) 

emphasized that investor and managerial expectations push banks toward capital efficiency 

rather than inclusion. 

However, from the perspective of Islamic economic principles, such exclusion raises 

ethical concerns related to adl (justice) and maslahah (public benefit). The lack of financial 

access for ultra-micro entrepreneurs contradicts the Islamic value of ensuring fairness and 

inclusivity in economic participation. Justice (adl) demands that financial services be accessible 

to all social strata, not merely to those with strong collateral or credit records. Therefore, while 

large banks’ avoidance aligns with capitalist efficiency logic, it diverges from Islamic moral 

imperatives emphasizing equity and social welfare. 

 

2. Information Asymmetry and Adverse Selection Phenomenon 

A crucial challenge preventing formal institutions from financing ultra-micro 

entrepreneurs lies in information asymmetry, as described by Akerlof’s (1970) Information 

Asymmetry Theory. Most ultra-micro enterprises lack formal bookkeeping systems and cannot 
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present transparent financial histories. This information gap leads to adverse selection, where 

banks struggle to differentiate between credible and high-risk borrowers (Sayyid & Lubis, 2024), 

(Nadilla, 2024) . 

Field data show that ultra-micro businesses—such as street vendors, home-based snack 

producers, or mobile phone repair workers—often blend personal and business finances. As one 

respondent explained, “I don’t separate my capital from daily expenses; if I have sales today, I use 

part of it for groceries.” This statement exemplifies the practical difficulties of applying formal 

financial assessment models in informal contexts (Muamarah & Wahyudi, 2025), (Abro, 2021). 

The findings confirm prior studies (Nurpramana et al., 2024), (Rohma, 2024) that highlight 

banks’ withdrawal from the ultra-micro segment due to the lack of reliable credit information. 

Moreover, as noted by Muamarah & Wahyudi (2025) and Abro (2021), the absence of cost 

accounting knowledge hinders these businesses from measuring profitability accurately. This 

low level of financial literacy perpetuates vulnerability and dependency on informal credit 

sources. 

From an Islamic finance perspective, the condition violates the principle of maslahah, 

which advocates empowerment and protection of the economically weak. Providing accessible, 

transparent, and fair financing instruments to such groups aligns with maqasid al-shariah (the 

higher objectives of Islamic law), particularly the preservation of wealth (hifz al-mal) and social 

welfare. Thus, addressing information asymmetry is not merely an administrative challenge but 

an ethical obligation in Islamic economics (Gavana et al., 2025), (Priskilla et al., 2024). 

 

3. The Role of Microfinance Institutions and Informal Moneylenders: Embeddedness and 

Social Trust 

Unlike large banks, microfinance institutions (MFIs) and informal moneylenders 

demonstrate greater adaptability and social embeddedness in reaching ultra-micro business 

actors. According to Granovetter’s (1985) Embeddedness Theory, economic activities are deeply 

rooted in social relationships and trust networks. MFIs and informal lenders thrive within these 

networks, where repayment is sustained by social proximity, mutual recognition, and moral 

obligation rather than formal contracts. 

Empirical evidence shows that many borrowers prefer informal lenders despite higher 

interest rates because of the immediacy and flexibility of access. A micro-entrepreneur stated, “I 
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can borrow in the morning and start selling in the afternoon; I only need to show my ID and 

promise to pay back daily.” This illustrates how embedded financial relationships can substitute 

formal institutional mechanisms. 

Nevertheless, while these institutions embody ukhuwah iqtishadiyyah (economic 

brotherhood) in practice—emphasizing mutual trust and social solidarity—they also risk 

fostering dependency if not complemented with financial education. As Chairunisa (2024) and 

Nurjaman & Abdullah (2024) note, initiatives like Baitul Maal wat Tamwil (BMT) attempt to 

balance accessibility with education, but the content often lacks contextual relevance. 

Strengthening these institutions to integrate Islamic microfinance principles, such as qard al-

hasan (benevolent loans) or mudharabah (profit-sharing), can enhance both inclusion and justice 

(Nurjaman & Abdullah, 2024). 

 

4. The Urgency of Relevant and Adaptive Financial Communication 

The research further identifies ineffective financial communication as a structural barrier 

between formal institutions and ultra-micro actors. Current literacy programs tend to be one-

directional—focused on information dissemination rather than participatory dialogue. This 

approach fails to build the practical competencies needed by micro-entrepreneurs, such as basic 

bookkeeping, capital-profit separation, and cash flow management. 

Field participants frequently expressed confusion regarding formal procedures. As one 

vendor noted, “I attended a bank training, but it was full of terms I didn’t understand; I need 

examples, not theory.” This highlights the gap between institutional communication and 

grassroots understanding. 

In alignment with Zamore et al. (2023) and Nurhidayat et al. (2023), the study suggests 

that financial communication must adopt a context-sensitive and dialogical model. From an 

Islamic communication perspective, this aligns with the concept of tabligh—the duty to convey 

information clearly, persuasively, and beneficially. Financial education should thus promote 

empowerment (tamkin), ensuring that ultra-micro actors can manage their finances 

independently and sustainably (Zamore et al., 2023), (Nurhidayat et al., 2023)  

Table 1. Comparison of Credit Access Between Large Banks and Microfinance Institutions 

No Aspect Big Bank Microfinance Institution 

1 Loan Ceiling >Rp 3.000.000 < from 3.000.000 
2 Document Formal and strict (bank Loose, just KTP/simple 
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No Aspect Big Bank Microfinance Institution 

Requirements  statements, financial 
reports) 

guarantee 

3 Risk Assessment Based on documents and 
credit scoring 

Based on social proximity/field 
observations 

4 Payment system Monthly Daily, weekly, monthly (flexible) 
5 Trust level Low on the ultramicro 

sector 
High because it is based on a 
local network 

6 Advantage Lower interest rates Quick access, without many 
requirements 

7 Deficiencies Does not reach the informal 
sector 

Higher interest rates, prone to 
dependency 

 

The table above shows the main differences between loans with a ceiling above and 

below IDR 3,000,000 lies in the formality and approach of the institution.(Metu & Nwogwugwu, 

2024), (Aminu & Manko, 2024) Loans above IDR 3 million are generally distributed by formal 

financial institutions such as banks or large cooperatives with strict requirements, such as bank 

statements and financial statements. The risk assessment uses credit scoring and official 

documents, with a monthly payment system and relatively low interest rates. However, this 

type of loan is less accessible to the informal sector or small business actors due to limited 

access to the required documents. 

On the other hand, loans under IDR 3 million are more flexible and easily accessible, 

especially for micro-entrepreneurs and the informal sector. The requirements are quite light, 

such as only requiring an ID card or simple collateral, and the risk assessment process relies 

more on social proximity or field observation. Payments can also be made daily, weekly, or 

monthly, depending on the borrower's ability. Although the interest tends to be higher and is 

prone to causing dependency, this system provides greater convenience and trust because it is 

based on local networks or local communities.(Uddin et al., 2024), (Ali, 2024),(Zamore et al., 

2023)  

Table 2. The Reason Big Banks Don't Channel Credit To Ultra-Micro Businesses 

High procedures and costs  5 

Economies of scale are inefficient  5 

Focus on profitability  4 

High risk  5 

Limited service  4 

Strict regulations  4 

Importance score 1-5 
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 The graphic image illustrates various factors that cause large banks to be reluctant to 

provide credit to ultra-micro businesses. The three factors that received the highest score, 

namely 5, are: high procedures & costs, inefficient economies of scale, and high risk. This shows 

that banks consider the process of providing credit to ultra-micro businesses to require 

complicated procedures with administrative costs that are not commensurate with the loan 

value. In addition, because the scale of ultra-micro businesses is relatively small, banks consider 

this activity to be economically inefficient. The high risk of bad debt in this segment is also a 

major consideration for rejection.(Johri et al., 2024), (Frost et al., 2022) 

 Other factors that scored 4, such as focus on profitability, limited services, and strict 

regulations, show that although not dominant, these factors still influence bank decisions. 

Banks prefer to channel credit to business segments that are considered more profitable, have a 

wider service coverage, and are less constrained by regulations. This graph reinforces the 

finding that ultra-micro businesses are often marginalized from access to formal financing 

because they are considered not in line with the operational characteristics and commercial 

interests of large banks (Aminu & Manko, 2024), (Budiarto et al., 2024), (Fonseca et al., 2024). 

The three highest-rated determinants—high procedural costs, inefficiency, and perceived 

risk—reflect banks’ operational priorities rather than social inclusion objectives. These priorities 

are rational within the neoclassical economic model but contradict the Islamic finance paradigm, 

which promotes equitable distribution and socio-economic justice. 

In Islamic terms, prioritizing only profit (ribh) while neglecting welfare (maslahah) and 

justice (adl) represents an ethical imbalance. Financial institutions guided by maqasid al-shariah 

should design instruments that balance risk and social responsibility, enabling capital circulation 

to the most vulnerable yet productive segments. 

The synthesis of theoretical and empirical analysis demonstrates a systemic disconnection 

between formal banking logic and the socio-economic realities of ultra-micro actors. Large 

banks operate under the logic of efficiency and profitability, while the ultra-micro sector 

operates on survival, trust, and social reciprocity. Bridging this gap requires adaptive financial 

communication, contextual literacy programs, and Islamic financial innovations (such as qard al-

hasan or murabahah micro schemes) that ensure inclusivity, justice, and sustainability. 

Ultimately, empowering ultra-micro businesses is not only an economic agenda but also a 

moral imperative grounded in adl, maslahah, and ukhuwah iqtishadiyyah. By integrating these 
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values, financial institutions can transform from profit-centered entities into agents of equitable 

development. 

 

5. CONCLUSION  

This study reveals a persistent and significant gap in the financing approach between 

formal financial institutions—particularly large banks—and non-formal financial actors such as 

microfinance institutions (MFIs) and informal moneylenders in serving the ultra-micro business 

sector. Large banks tend to avoid engaging with this segment due to perceptions of high 

administrative burden, inefficiency in economies of scale, and elevated credit risk. Rigid 

operational procedures and strict regulatory requirements further reinforce this exclusion. 

Conversely, MFIs and informal moneylenders exploit this financing gap by providing 

simpler, more flexible, and socially embedded mechanisms that rely heavily on interpersonal 

trust and community-based relationships. Their ability to disburse funds quickly, impose minimal 

administrative requirements, and maintain lower operational costs makes them more accessible 

and attractive to ultra-micro business actors. These findings confirm the structural disparity 

between formal and informal financial systems, where the informal sector demonstrates higher 

adaptability and responsiveness to the urgent financing needs of small entrepreneurs. 

From a strategic perspective, this study recommends that Islamic regulators and 

financial institutions adopt a more inclusive and adaptive financial intermediation model. 

Regulators should design micro-sharia-based financial frameworks that integrate principles of 

justice, trust, and social solidarity, while simplifying administrative processes without 

compromising governance. Islamic financial institutions, in particular, can develop Sharia-

compliant ultra-micro financing instruments—such as qard al-hasan or micro-murabahah 

schemes—supported by community-based financial communication systems. This approach 

would not only enhance financial inclusion but also align with the ethical and social objectives 

(maqasid al-shariah) of Islamic finance, fostering equity, empowerment, and sustainability 

among marginalized ultra-micro business actors. 
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