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ABSTRACT
Islamic microfinance presents a burgeoning opportunity to address financial exclusion among millions of impoverished Muslims by providing Shariah-compliant financial services. This paper explores the intersection of Islamic microfinance with the agricultural market in the ASEAN region, where smallholder farmers constitute a significant demographic. While the potential of Islamic microfinance to empower farmers and promote sustainable practices is acknowledged, there remains a gap in understanding its tailored implementation and impact within the ASEAN agricultural context. By synthesizing existing literature, this review underscores the need for further research to elucidate the specific mechanisms, challenges, and impacts of Islamic microfinance in supporting agricultural development and poverty alleviation in ASEAN countries 
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1. 
2. INTRODUCTION

Islamic microfinance is a rapidly growing niche market poised to extend financial access to millions of impoverished Muslims who presently eschew conventional microfinance products due to their non-compliance with Islamic law (Karim, 2008). Despite its nascent stage, the global outreach of Islamic microfinance currently encompasses only 380,000 customers, accounting for less than 0.5% of total microfinance outreach, with Indonesia, Bangladesh, and Afghanistan collectively dominating the market (Karim, 2008). The burgeoning demand for Islamic microfinance products is evident, as surveys conducted in various countries such as Jordan, Algeria, and Syria indicate that 20-40% of respondents refrain from accessing conventional microloans due to religious considerations (Karim, 2008). This growing industry is expected to augment the overall market share of Islamic banking and finance by integrating untapped populations into formal financial systems (Kustin, 2015).

The expansion of Islamic microfinance is attributed to heightened attention from governments, central banks, donors, and commercial Islamic banking and finance institutions (IBFIs) (Kustin, 2015). Forecasts suggest a compound annual growth rate (CAGR) of 19.7% from 2013 to 2018, underscoring its promising trajectory (Kustin, 2015). The agricultural market in the ASEAN region stands to benefit significantly from Islamic microfinance, given its potential to cater to the financial needs of impoverished individuals on a large scale (Karim, 2008). However, the industry confronts numerous challenges in achieving sustainable scalability, including the imperative for more extensive market research and validated business models (Karim, 2008).

The agricultural market in the ASEAN region holds particular relevance for Islamic microfinance, as it can address the financial requirements of smallholder farmers and rural communities, many of whom are Muslim and may prefer Shariah-compliant financial products (Obaidullah, 2008). Islamic microfinance institutions in the ASEAN region have the capacity to offer services aligning with Islamic law, such as interest-free loans and profit-sharing arrangements, thereby meeting the needs of this demographic (Obaidullah, 2008).

Islamic microfinance, integrating Islamic finance principles with microfinance, has garnered substantial attention in recent years (Mansori et al., 2015). This innovative approach is especially pertinent in the ASEAN agricultural sector, where small-scale farmers and rural communities encounter unique financial hurdles (Azman et al., 2021). By furnishing access to Shariah-compliant financing options, Islamic microfinance endeavors to empower small-scale farmers in the ASEAN market and promote sustainable agricultural practices adhering to Islamic tenets (Nur et al., 2023). Employing Mudarabah financing models and agricultural financing support, Islamic microfinance can play a pivotal role in poverty alleviation and fostering inclusive economic growth in the ASEAN agricultural sector (Syifa & Ridlwan, 2021). Implementing Islamic microfinance in the ASEAN market holds the potential to address the financial needs of small-scale farmers and rural communities, facilitating their access to mainstream financial services and enhancing their livelihoods (Kakembo & Ahmad, 2019). Additionally, Islamic microfinance can contribute to the growth and development of the agricultural sector by providing farmers with the necessary capital to adopt modern farming techniques and technologies, thereby augmenting productivity and overall agricultural yield (Darwanto et al., 2019; Almohamed & Cheikh, 2018).

Understanding the emerging agricultural market in ASEAN is imperative in the context of Islamic microfinance for several reasons. Firstly, the ASEAN region harbors a significant population of small-scale farmers and rural communities dependent on agriculture for sustenance (Zaimsyah, 2020). Secondly, the agricultural sector plays a pivotal role in the economies of ASEAN countries, bolstering food security and employment opportunities (Hoàng, 2018). Consequently, addressing the financial needs of small-scale farmers and facilitating their access to financial services through Islamic microfinance can substantially impact poverty reduction (Begum et al., 2019) and spur economic development in the ASEAN region (Almohamed & Cheikh, 2018). Moreover, given the substantial Muslim populace in the ASEAN region, Islamic microfinance emerges as a pertinent and apt financial mechanism to cater to their financial requirements (Mansori et al., 2015).

To comprehensively examine the role of Islamic microfinance in the agricultural sector within ASEAN countries, this paper should address the agricultural market situation and its characteristics due to the significant economic contribution of agriculture to the GDPs of these nations, which ranges from 10–50% (Nghiem et al., 2013). Understanding the market dynamics is crucial for tailoring Islamic microfinance products that effectively meet the unique needs of farmers and enhance agricultural productivity (Hossain et al., 2019).

Discussing the implementation of Islamic microfinance in the agricultural sector in several ASEAN countries is vital because it provides insights into existing models and practices (Wulandari et al., 2016). It also showcases how Islamic finance principles are applied in different contexts to support small-scale farmers and rural economies, particularly where there is a significant Muslim population that prefers Shariah-compliant financial services (Hossain et al., 2019).

Lastly, exploring the impacts and challenges faced in the development of Islamic microfinance within the ASEAN agricultural market is essential (Rahman & Dean, 2013). By acknowledging both the positive influence on poverty reduction and economic development, and the challenges such as awareness, product design, and risk management, stakeholders can develop strategies to maximize benefits and mitigate risks (Golan & Kohli, 2013). This dual focus can inform and encourage innovations in Islamic microfinance that align with ASEAN's socio-economic goals and Islamic financing principles (Wahab et al., 2023).


3. LITERATURE REVIEW
2.1 Concept and basic principles of Islamic microfinance.
Islamic microfinance is a financial system that operates in accordance with the principles of Islamic finance (Almohamed & Cheikh, 2018). It promotes financial inclusion and social welfare by providing access to financial services that are compliant with Islamic principles such as prohibition of interest (riba), speculation and uncertainty (gharar), and the promotion of ethical and socially responsible investments (Shahid et al., 2022).The principle of Islamic microfinance is rooted in the concept of equitable distribution of wealth and social justice (Almohamed & Cheikh, 2018). It aims to provide financial services in a way that is fair, transparent, and socially responsible (Mansori et al., 2015). Some of the key principles of Islamic microfinance include profit and loss sharing, where the financier shares both the risks and rewards of the investment with the borrower, and avoiding activities that are considered unethical or harmful to society (Almohamed & Cheikh, 2018).
2.2 Relevant literature on the role of Islamic microfinance in supporting the agricultural sector in ASEAN countries.
There is limited literature specifically exploring the role of Islamic microfinance in supporting the agricultural sector in ASEAN countries. However, a few studies have highlighted the potential of Islamic microfinance in addressing the financial needs of small-scale farmers and promoting agricultural development. For example, the first source mentions that Islamic microfinance can be a viable alternative to mainstream financial services and can play a fundamental role in poverty alleviation (Ginanjar & Kassim, 2020). Furthermore, the second source discusses how Islamic microfinance, based on the principle of Murabaha, has been successful in developing livestock production and promoting sustainability in rural areas of Syria (Almohamed & Cheikh, 2018). It is important to note that while these studies provide valuable insights, further research is needed to fully understand the impact of Islamic microfinance on the agricultural sector in ASEAN countries
2.3 Literature review on the agricultural market in ASEAN and its development trends.
The literature review on the agricultural market in ASEAN and its development trends provides valuable insights into the current state of the agricultural sector in the region. It highlights the challenges and opportunities that exist for Islamic microfinance in addressing the financial needs of small-scale farmers (Nur et al., 2023). By examining existing literature on the subject, policymakers and financial institutions can gain a deeper understanding of the potential impacts and strategies for implementing Islamic microfinance in the agricultural sector of ASEAN (Aslam, 2014). Using the findings of this literature review, policymakers and financial institutions can develop targeted interventions and policies to promote the adoption of Islamic microfinance in the agricultural sector (Nur et al., 2023)

4. METHODOLOGY
 
To conduct a thorough examination of the role of Islamic microfinance in the agricultural sector within ASEAN countries, a systematic and structured approach will be employed. This methodology delineates the steps involved in conducting the thematic literature review (Kwok, 2017). Firstly, the scope and objectives of the review will be clearly defined, aiming to explore the integration and impact of Islamic microfinance in the agricultural market. Secondly, a comprehensive search strategy will be implemented, utilizing academic databases and industry reports, guided by carefully selected keywords related to “Islamic microfinance”, “agriculture”, and “ASEAN countries”. Thirdly, inclusion and exclusion criteria will be established to filter relevant literature, prioritizing peer-reviewed articles, industry reports, and case studies published within the last decade. Fourthly, data collection and analysis will be conducted systematically, categorizing information based on key themes such as the agricultural market situation, implementation of Islamic microfinance, and impacts and challenges faced. Thematic analysis will be employed to identify patterns, trends, and gaps in the literature (Alhojailan, 2012). Furthermore, the quality of included studies will be assessed to ensure the reliability and validity of findings. Finally, the findings will be synthesized and interpreted in relation to the research objectives, providing implications for practice and future research. By following this methodical approach, this paper endeavors to provide a comprehensive review of the role of Islamic microfinance in the ASEAN agricultural sector, contributing to a deeper understanding of this significant topic.

Figure 1 Literature review process (own sources)
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In conducting this thematic literature review, a meticulous methodology will be employed to ensure the rigor and relevance of the findings. The review will begin by establishing clear criteria for inclusion and exclusion, focusing solely on literature directly addressing the integration of blockchain technology into Islamic financial systems. A comprehensive search strategy will then be implemented, utilizing academic databases and relevant sources to gather peer-reviewed articles, industry reports, and case studies published within the last decade. The collected literature will undergo systematic analysis, with data extraction centered around key themes such as the advantages, challenges, and real-world applications of blockchain in Islamic microfinance within the ASEAN agricultural market. Thematic analysis will be conducted to identify common patterns and trends across the literature. Finally, the findings will be synthesized and interpreted, offering insights into the transformative potential of blockchain technology in enhancing Islamic microfinance within the ASEAN agricultural context. Through this structured approach, the review aims not only to summarize existing research but also to provide actionable recommendations for future practice and research in this evolving field.

5. RESULT & ANALYSIS

4.1 Agricultural market overview in ASEAN

The agricultural sector in ASEAN countries plays a pivotal role in both the economies and the societal structures of the region (Shafiai & Moi, 2015). This overview delves deeper into aspects of the sector before connecting it to the critical research gap that exists at the intersection with Islamic microfinance.

a.	Economic Backbone For many ASEAN nations, the agricultural sector is the backbone of the economy, significantly contributing to GDP, employment, and local food security. It encompasses a vast range of activities from primary production to complex agro-industrial processing (Hoang, 2020).
b.	Rural Livelihoods
Agriculture is more than just an income-generating activity; it is integral to the rural way of life. A significant portion of the ASEAN population relies on agriculture for their livelihoods, with smallholder farmers being the dominant demographic (Golan & Kohli, 2013; Ahmed, 2006).
c.	Infrastructure and Technology
The varying degrees of infrastructure and technological advancements across ASEAN member states influence agricultural productivity. While some areas benefit from modern farming techniques, others still rely on traditional methods (Tan et al., 2017).
d.	Policy and Institutional Support
Governments across ASEAN have implemented policies aimed at agricultural development through subsidies, incentives, and support programs. Nevertheless, these measures show variable effectiveness across the region (Alkayyis et al., 2021; Tan et al., 2017).

e.	Sustainability and Environmental Changes 
ASEAN countries are grappling with issues of sustainable agricultural practices and coping with the challenges posed by climate change, such as changing rainfall patterns and extreme weather events (Nunti et al., 2020).
f.	Evolution of Supply Chains
The region is witnessing a shift toward more integrated and technology-enabled supply chains, which can increase efficiency but also come with new sets of financial needs (Durugbo et al., 2020).
g.	Innovation in Productivity and Quality
There's increasing focus on not just quantity, but also the quality and value addition of agricultural products, spurring innovation in the sector (Horton, 2018).

Despite clear indications of the importance of the agriculture sector in ASEAN and substantial discussions around Islamic microfinance, notably absent is a focused examination of how these two fields interact (Pushpanathan, 2023; Kamal et al., 2022). According to Wulandari et al., (2016) studies on Islamic microfinance concentrate on its doctrinal basis, financial performance, or general impact on financial inclusion. Similarly, agricultural market research tends to focus on production methods, market dynamics, and policy impacts. However, the nuanced ways in which Islamic microfinance could support and be shaped by the unique features of the ASEAN agricultural sector remain less understood (Fianto et al., 2019).

4.2 Islamic microfinance implementation in ASEAN's agriculture

The implementation of Islamic microfinance within ASEAN's agricultural sector reflects the synthesis of Islamic financial principles with the unique economic and cultural context of the region (A'yun, 2020). Islamic microfinance offers financial services that comply with Shariah law, which prohibits interest (usury) and emphasizes risk-sharing, ethical investment, and social welfare (Rahman & Dean, 2013). In the agricultural context, this can mean providing financial support to farmers who may be excluded from conventional banking due to religious beliefs or lack of collateral (Crane & Leatham, 1993).

Islamic microfinancing models such as Murabaha (cost-plus financing), Mudarabah (partnership financing), and Ijara (leasing) are used to accommodate the specific requirements of agricultural production, such as seasonality, the need for Halal inputs, and the unpredictability of harvest yields (Darwanto et al., 2019). These models offer various advantages, including aligning financing with crop cycles and allowing farmers to access funds without compromising their religious principles (Hossain et al., 2019).

ASEAN's diverse agricultural landscape, with its mix of staple crops and high-value commodities, presents both opportunities and challenges for Islamic microfinance institutions (Mubarok, 2021). They must navigate the intricacies of smallholder farming systems, fragmented land holdings, and rural infrastructures to reach their target audience effectively (Almohamed & Cheikh, 2018). Additionally, the sector's exposure to natural events like droughts, floods, or pests adds complexity to financial planning and risk assessment (Oostendorp et al., 2019).

Despite the growing body of literature on Islamic microfinance and its implementation in various sectors, including agriculture within ASEAN countries, there remains a research gap in understanding the nuances of Islamic microfinance specifically tailored to the agricultural context (Rohman et al., 2021). Current studies often provide general overviews or case studies without delving into the intricacies of how Islamic microfinance products and services are designed, delivered, and adapted to meet the unique needs and challenges of agricultural stakeholders in ASEAN (Fianto et al., 2019).

Therefore, further research is warranted to explore the specific mechanisms and best practices for implementing Islamic microfinance in ASEAN's agricultural sector (Ningrat & Nurzaman, 2019). This includes determining the most suitable Islamic microfinance models that can cater to the varied nature of agricultural activities, understanding how these models impact agricultural productivity and sustainability, and identifying the challenges in the delivery of services (Almohamed & Cheikh, 2018). Such research should delve into the cross-sectional analysis between Islamic microfinance operations and agricultural market dynamics at the grassroots level (Darwanto et al., 2019).

Only with detailed exploratory studies and evidence-based analyses can policymakers, financial institutions, and agricultural developers ensure that Islamic microfinance products not only align with Shariah law but also effectively support rural development, alleviate poverty, and contribute to a more inclusive economic growth pattern within ASEAN's diverse agricultural landscape (Begum et al., 2019; Ningrat & Nurzaman, 2019).

4.3 Impacts and challenges of Islamic microfinance in ASEAN agriculture

The impacts of Islamic microfinance in the agricultural sector of ASEAN countries are multifaceted and far-reaching. On one hand, the provision of Shariah-compliant financial services has the potential to improve financial inclusion among farmers, many of whom may be excluded from conventional financial systems due to religious beliefs, lack of formal credit history, or insufficient collateral (Jouti, 2018). Islamic microfinance can enhance access to capital for buying seeds, equipment, and other inputs, thereby potentially increasing agricultural productivity and income (Mobin et al., 2017). It also embodies ethical investment principles that align with many communities' values, fostering broader community support and engagement (Lal & Israel, 2006).

Additionally, Islamic microfinance has the potential to promote sustainable development (Begum et al., 2019). By emphasizing ethical investment and social welfare, it can encourage farming practices that are environmentally responsible and sustainable (Bhuiyan et al., 2012). Risk-sharing models also mean that farmers may be less vulnerable to the financial impact of crop failures or other risks associated with agriculture (Sporleder, 1999). However, challenges exist, such as ensuring the adequacy of Islamic microfinance services to meet the seasonal and cyclical nature of farming, addressing the risks posed by natural disasters and market fluctuations, and delivering services in rural areas with inadequate financial infrastructure (Obaidullah & Khan, 2008).


Despite the recognition of these potential benefits, there is a notable research gap in comprehensively analyzing the specific impacts and challenges of Islamic microfinance in ASEAN's agricultural sector (Ningrat & Nurzaman, 2019). While there is some literature on the broader implications of Islamic microfinance, in-depth research that systematically examines its specific socio-economic, environmental, and institutional impacts on agricultural stakeholders in ASEAN is lacking (A'yun, 2020). There is also a need to examine how Islamic microfinance initiatives are contributing to the United Nations Sustainable Development Goals in the context of ASEAN agriculture (Ahmad & Ahmad, 2021).

Moreover, the challenges encountered when implementing Islamic microfinance within this sector require further exploration (Rahman & Dean, 2013). These challenges include adapting financial products to the unique realities of farming in different ASEAN countries, addressing the capacity of institutions to support such specialized financial services, and understanding the regulatory environments that govern Islamic finance in the agricultural context (Nur et al., 2023).

Further research is essential to not only evaluate these impacts and challenges but also to identify best practices and policy recommendations for optimizing the role of Islamic microfinance in ASEAN agriculture (Fianto et al., 2019; Shafiai & Moi, 2015). This research should aim to provide actionable insights into improving financial services' design and delivery, enhancing the capacity of institutions, and strengthening regulatory frameworks to support the successful integration of Islamic microfinance into the ASEAN agricultural market (Ningrat & Nurzaman, 2019). Such studies could facilitate targeted interventions that enable Islamic microfinance to contribute more effectively to rural development, poverty alleviation, and inclusive economic growth in the region (Sabiti & Effendi, 2017).


6. CONCLUSION

Conclusion 
In conclusion, the review of the emerging agricultural market in the ASEAN region and its intersection with Islamic microfinance reveals significant potential for addressing financial inclusion and promoting sustainable development. The synthesis of Islamic finance principles with agricultural financing offers a promising avenue for empowering small-scale farmers and rural communities, particularly in Muslim-majority countries. However, several challenges must be addressed to realize the full benefits of Islamic microfinance in ASEAN's agriculture, including the need for tailored financial products, infrastructure development, and regulatory frameworks conducive to Shariah-compliant banking. Despite these challenges, the increasing attention from governments, financial institutions, and researchers underscores the importance of further exploration and innovation in this field.

Limitation
While this review provides valuable insights into the potential of Islamic microfinance in the ASEAN agricultural market, it is not without limitations. The scope of the review may not encompass all relevant studies and perspectives, and the analysis relies heavily on existing literature, which may be subject to bias or limitations in data availability. Additionally, the dynamic nature of both the agricultural sector and Islamic finance means that some information may become outdated or superseded by new developments.

Implication
The findings of this review have several implications for policymakers, financial institutions, and researchers interested in Islamic microfinance and agricultural development in ASEAN. Firstly, there is a need for targeted interventions to address the specific financial needs of small-scale farmers and rural communities, including the development of innovative financial products and services tailored to their requirements. Secondly, efforts should be made to enhance financial literacy and awareness among agricultural stakeholders to promote the uptake of Islamic microfinance and ensure its sustainable impact. Lastly, policymakers should create an enabling environment for Islamic microfinance through supportive regulatory frameworks and infrastructure investment to facilitate its integration into the broader financial ecosystem.

Suggestions for Future Research
Moving forward, future research in this area should focus on addressing the identified research gaps and advancing our understanding of the role of Islamic microfinance in ASEAN agriculture. Specifically, studies could explore the impact of Islamic microfinance on agricultural productivity, income generation, and poverty alleviation, using both quantitative and qualitative methods to provide comprehensive insights. Additionally, there is a need for comparative analyses across different ASEAN countries to understand the contextual factors influencing the adoption and effectiveness of Islamic microfinance initiatives. Furthermore, research could delve into the potential synergies between Islamic microfinance and other agricultural development interventions, such as technology adoption and value chain enhancement, to maximize their combined impact on rural livelihoods and sustainable development in the region. Overall, future research efforts should aim to inform evidence-based policies and practices that leverage the potential of Islamic microfinance to promote inclusive and sustainable agricultural growth in ASEAN.
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