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ABSTRACT

This study aims to explore the effectiveness of the Istisna' contract as one of the Islamic
financing instruments in supporting and financing small and medium enterprises
(SMEs) within Islamic banking institutions. The importance of this research stems from
the critical role SMEs play in economic and social development, as well as the
challenges they face in accessing conventional financing due to its burdensome
conditions. The study is based on a descriptive and inductive methodology, combining
theoretical and field analysis of the application of the Istisna' model. The sample
consisted of 100 employees working in the Islamic banking sector. Statistical tools such
as frequencies, percentages, means, and standard deviations were used for data
analysis. The findings revealed that Istisna’ is a flexible and effective tool for financing
productive projects, and it helps reduce financing risks compared to conventional
financing methods. However, practical implementation faces several obstacles,
including limited expertise, clients' difficulty in understanding the mechanism, and
administrative complexities. The study recommends strengthening partnerships
between Islamic banks and government agencies, improving legal frameworks, and
expanding awareness of this financing model.
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