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Abstract
This study attempts to employ fiscal Service and facilities that conforms to the shariah compliance and acceptance by the consumers prospective. Sukuk are not IOUs or debt instruments like conventional bond. Sukuk are commonly termed Islamic bond, this study outlines the stake holder’s view on this Islamic instrument and the mechanisms of the Islamic bond in Indonesia. Moreover, this research aims to gain deeper understanding about the application of sukuk in Indonesia, focusing on sukuk ijarah in regards to its structures, issuances and obstacles. The researchers used personal interviews to find out more detail on how far does the development of the application of sukuk ijarah in Indonesia is acceptable as one of the Islamic instruments for financing education as well as for financing the educational infrastructure among the people of Indonesia.
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1. Introduction
Over the last decade, we have observed with keen interest the emergence of Islamic finance on the international financial landscape. Following from the significant developments that have occurred in what we view as the “Core area’ for this market, the predominantly Muslim countries, we are now witnessing the growing globalization of Islamic Finance. (Micheal Bennett & Zamir Iqbal).
According to The Noble Qur'an, Surah Al-Baqarah, chapter 2 verses 282 quotes the guidance of human on how to deal with contracts, which have to be conducted in methods compliant with the principles and rules of Islamic Shari’ah-compliant. One of these instruments emerged during the medieval Islam known as Sakk, the singular form for Sukuk, which is defined as any document that acts as a contract or delivery of rights, obligations or monies done in conformity with the Shari’ah. Sukuk has been applied as an instrument of transferring financial obligations originating from trade and other commercial activities. Hence, Sakk have expanded in Europe as an origin of cheque. Sukuk is basically known to be an asset-based security that has evolved as a unique tool for conjuring up finance in the international market by applying Islamic rules.

Sukuk market faced unusual challenges caused by the global credit crisis in which the costs for borrowing rises due to the decline of the US Dollars. This fact drove the investors not to commit to capital market securities hitting around 50 percent decrease of sukuk’s issuance in the market. However, in 2010 Sukuk issuance has experienced its light of recovery in global economic activities, which has increased the sovereign wealth funds and has also revived the private sector projects. This remarkable recovery is due, among others, to the evolving orientation for Shariah-compliant products that originated both from the conventional and Islamic investors. In addition, as a result of the growing massive liquidity from emerging markets by virtue of Asia´s surplus savings and GCC´s oil revenues followed by its economic diversification by investing not only for gas and oil, but also for other private sectors. By this time, the people has also better understanding of the Sukuk instruments and the government’s initiatives are more ambitious than before into further developing and promoting sukuk instruments and investments indicating that Sukuks’ issuance has a growing potential among the participants in doing their business.

In this regard, the statistic’s data released by Indonesian ministry of religious affair in 2009 stated that about 88.77% of the total residents in Indonesia are Muslims.  This information confirms that Indonesia is the largest Islamic population in the world. As a Muslim major countries, Indonesia forms to be the potential destination for the development of Islamic finance. In consonance with historical Islamic financial movement, Indonesia was slightly late doing business based on Islamic financial system in comparison to Malaysia. Starting from 2002 until 2008, Indonesia has been issuing several types of Sukuk, some of these Sukuks included corporate Sukuk or quasi-sovereign ones that are defined as small average size. Moreover, in the middle of 2008 government of Indonesia issued the long-term Sukuk Al- Ijarah. Until June 2009, Indonesia has already issued international sovereign Sukuk worth US$ 650 million. Moreover, domestic sovereign Sukuk has been issued worth US$ 467 million. According to the value and amount that have already been issued by Indonesia until now, it enforces Indonesia into becoming one of the major players in Sukuk development as well as Islamic financial business in general.

1.1 Problem Statement.

During the last decade, sukuk has made positive improvements in terms of its value in the international market as well as in domestic market. In 2008 was the first phase when Sukuk has been tested through difficult times in which financial crisis occurred.  However, after default and restructuring the term, Sukuk has returned to its right path. In this case, Sukuk itself should be a competitive alternative financing instrument rather than a conventional way for developing education such as a financing tool for construction on infrastructure, for improvement on the educational facilitation, etc. But how familiar is Sukuk especially Sukuk Al-Ijarah among Indonesian’s public educational institution? And if it is applied, how does this institution overcome the obstacles or problems from the application of Sukuk? What are the advantages and disadvantages using Sukuk in this field? And the last, but not least is the general issue on how the application of Sukuk in the Indonesian public education financing can be implemented?   

1.2 Research Questions.

In reviewing the extensive literature, the researcher found that majority of studies focus mainly on the understanding the rule and laws in the Islamic financing systems .Conversely, interest in the current research originates from practical and developmental Positive. The aim of this research is to shed light on several heuristic research questions with respect to all that has been asked previously by Indonesian researchers in the field. This study attempts to answer the following research questions: 

1. Will Sukuk Al-Ijarah be accepted as an Islamic financial mechanism in Indonesia?

2. Will Sukuk Al-Ijarah be able to play an important role in the economic growth of Indonesia?

3. Will Sukuk Al-Ijarah financing be relevant in the development of the Indonesian public education program?

However, an important issue must be addressed before hand. The general objective of this paper is, to gauge the retail Sukuk in Indonesia and explore the feasibility of applying sukuk in Islamic financial mechanism in general and emphasizing the applicability of Sukuk Al-Ijarah in particular.

1.3 Objectives.

The objective of this article is to emphasize the achievement of the following objectives:

1. To explore the feasibility of applying Sukuk in Islamic financial mechanism in general and emphasizing the application of Sukuk Al-Ijarah in particular.

2. To chart out the Sukuk development in Indonesia.

3. To explore the specific application of sukuk in the Indonesian public education financing program

1.4 Significance of the Study.

This study will explore the application of sukuk in the public education sector and can be used as a learning paradigm at the academic and professional level. The understanding of Sukuk’s concept is relatively new in comparison to conventional bonds in industries. Therefore, this article will explore the development of Sukuk in the educational industry. Further, it will also deeply observe a way of utilizing Sukuk for public education institution. 

1.5 Possible weaknesses and shortcoming of the research.
Once the questions are clarified, the main outcome lies on the answer that will develop through the personal interview method. The risk of this method may appear in regards to its objectivity or subjectivity, its reliability, as well as its validity. Therefore, to avoid that kind of risks, the combination of empathy, selective material, and analytical ability is highly developed in order to accomplish this article. 
2. Literature review and the theoretical    background
Sukuk is the plural of the word “Sak”, or “Sanadat”, meaning certificate of investment of simply certificates
.  It is an Arabic name for the financial certificate but it can be seen as an Islamic equivalent of the conventional bond.
 The Accounting and Auditing Organization for Islamic Financial Institution (AAOIFI), has given the description about investment of Sukuk, which are certificates of equal value representing undivided in the ownership of tangible assets, usufruct and services or (in the ownership of) the assets of particular projects or any specified investment activity
. This instrument is designed to securitize the investors with underlying asset through commercial paper. 

The differences between Conventional Bond, Share, and Sukuk

Bond is a contractual bond obligation whereby the issuer is contractually obliged to pay to bond holder, on specified interest and principle
. In the conventional system of bond issue and trading, the interest rate is at the core of all transaction
. The relationship between the issuer and bondholder emphasizing in document interest debt bond are made for bondholders who means to be the sales contract of debts. Therefore bonds do not represent ownership on behalf of bondholders in the commercial or business enterprise. In term of issuance, any purposes of business projects or commercial activities are legal. Moreover, the amount of interest formulized is based on the capital of enterprise rather than actual profits. In practical business, the rate of interest can whether be floating, and also be fixed. Further, in case of redemption, bonds guarantee the return of principal without considering whether business creates profit or loss. Conversely, there are situation where business descends and as a result, the issuer cannot afford to return the principle and the interest to the bondholders, this leads to bondholder in losing their investment because the underlying asset does not secure it.

In comparison to bond and common share, Sukuk are instruments that represent a proportionate and undivided ownership right over the asset in which the funds are being invested
. While shares represent the ownership of the company as a whole and are for an indefinite period, sukuk represent specified assets and are for given on a definite period of time
. It also describes by AAOIFI guidelines of Islamic financial instrument that Sukuk must be owned by Sukuk holder. As a result, Sukuk holders have entitlements to not only a share in the revenue stream of the Sukuk assets, but also a share in the proceeds of the realization of the sukuk assets
. The relationship between sukuk holder and Sukuk issuer must not represent creditor or lender with debtor that means the selling Sukuk is basically the selling of a share on asset. 

An Overview of Sukuk Al-Ijarah.
According to volume issuance during 2008, Sukuk Ijarah became the most commonly structured in the world. In Islamic finance industry, An Al-Ijarah is widely understood as an instrument to imply the transfer of asset’s usufruct to other parties in exchange for rent or namely lease. Sukuk Al-Ijarah is defined as a security that represents ownership of an equal share in the usufruct of an asset that is well defined, existing and known tied to an Al-Ijarah contract as defined by the shariah
. The process of issuing Ijarah Sukuk must be conforming to the principle of Shari’ah-compliant. According to Tony Rhodes, 2006, there are 4 terms and condition that differentiates Al-Ijarah and conventional lease contract: 

•
The leased asset must be of nature that their use is permissible in shariah;

•
The leased assets must have usufruct, and from the point at which usufruct is handed over the lessee;

•
The lessor must undertake the responsibilities related to ownership of the asset;

•
The rental is fixed and known in advance to both parties. 

Research methodology

This Article uses an inductive research strategy. Inductive research strategy is defined as study in which theory is developed from observation of empirical reality. It starts by interviewing the relevant respondents that are related to sukuk application, especially sukuk al-ijarah in Indonesia. Moreover, the interview also emphasizes on the Sukuk’s development, which has been or will be implemented in the educational field. Soon after, its presents and analyzes the findings from the respondents with qualitative method in the next chapter.  In the final, it arrives at the recommendations for the related parties that aim to implement and develop Sukuk Al-Ijarah in Indonesia as an alternative for financing. This final outcome is hoped to achieve the grounded theory and also to propose a deeper understanding of the application of Sukuk Al-Ijarah for Indonesian public educational financing.     

 Primary data analysis
Analyzing the primary data from interviews involves data analyses. In the beginning, the researcher ensures that respondents fully understand the questions before answering and give them the possibility to clarify it. This aims to avoid potential error of the answer from the interviewee. Further, with combination of empathy and analytical thinking, the researcher tries to minimize the number of invalid questions by focusing on sukuk’s instrument. The interview results that has been recorded and analyzed using a software program named NVivo9. This software helps researcher to organize the material, answers/findings and documentation from the interviewee. In addition, researcher also provides a visual documentation that execute during the interview process.   

Target respondents of the interview
This research attempts to invite 20 respondents from different background fields. In relation to Sukuk industry, the target respondents of the interview are: 

1. Bankers, which usually act as Sukuk’s retailer.  

2. Government representatives, which usually act as the regulator as well as Sukuk issuer. 

3. Ulama/Scholars.

4. Other institutions that actively run in the area of Sukuk industry, including the Sukuk issuer.
Designing the questions of the interview

In order to acquire full disclosure from respondents and collect the information, the questions are designed based on an open-ended question with clear form and meaningful words. Thereof, the questions are designed based on semi-structured interview, which allows new questions to emerge after the first giving them the flexibility to expand the theme in general. 
Process of Collecting the Primary Data
The interview to respondents is executed through an online system. Further, teleconference or video call via Skype will be implemented to gather full information from the respondents. The interviewer will record the conversation during the interview time and it must be under permission from the interviewee. There are several reasons to use the online system via Skype. Firstly, utilizing the video call via Skype is helping against the limitation of wide geographical access. All of the respondents are located in Indonesia unless the interviewer lives in Germany. Secondly, the interviewer can recognize the clear information because it covers face-to-face interview, so interviewer can identify reliable information with intonation from the voice as well as gesture or body language from the interviewee. The third reason is cost and time efficiency, whereas on-line system helps to reach the information required by the interviewer without spending money for transportation. The fourth reason is that the interview can also react or clarify some information immediately once receiving it.
3. Methodology.
In order to accomplish this article, the process utilized is qualitative research based through structured personal interviews with relevant respondents in the area of Islamic financial business practice such as, bankers governmental representatives; public education’s professors as well as its staffs are carried out to study the importance of the application of Sukuk Al-Ijarah as an alternative instrument in financing public education in Indonesia.   
4. Results

This part summarizes the main findings of this article through mentioned executed interviews and concludes the article which hereby aims to enrich better understanding on the development and application of Sukuk Al-Ijarah in Indonesian public education financing. Firstly, the research summary highlights the article objectives and summarizes the findings from the qualitative research. Secondly, new variables are projected aiming to emerge the grounded theory of this article, which is also formed by a comprehensive analysis of the article. Thirdly, the researcher attempts to give recommendations on developing the application sukuk in Indonesia.

Research summary

The objective of this article is to figure out the application and development of Sukuk in general and emphasizes on the utilization of Sukuk Al-Ijarah for educational infrastructure project financing development in Indonesia by adapting qualitative research methodology.

First of all, the researcher started by describing literature review and theoretical background chapter. In this part, the researcher excavated deeply unto the understanding of Sukuk in regards to the development of Sukuk in Indonesia. In the beginning of the process, it emphasizes on collecting suitable theory, which will support better understanding on this article. Afterwards, the researcher introduces the researches that had been conducted in the field of Sukuk in order to strengthen the background of this thesis and also forms as a point of distinction unto this article. In conclusion, the combination of literature review and theoretical background creates the confidential foundation of this article.

Secondly, by utilizing qualitative research methodology, the researcher invited respondents from different background such as bankers, academicians, government, and professional to clarify some interesting topics in regards to Sukuk in this article. Those topics are: (i) Regulation, (ii) Quality of understanding, (iii) Rate of return, (iv) cost of financing, (v) Liquidity, (vi) Sukuk retail, (vii) Sovereign Sukuk Al-Ijarah for development of economics, (viii) sovereign Sukuk Al-Ijarah for development education, and (ix) Underlying asset. Thirdly, after collecting information from interviewees are collected, the researcher further analyses and exposes the findings in chapter four of this article. It can be concluded that, until now, the regulation for Sukuk in Indonesia only facilitates the utilization of Sukuk for APBN financing. In this case, the Sukuk’s regulation for specific project financing is not yet available as this issue is still under discussion in the Indonesian parliament.
(ii)
The available qualified human resource with expertise knowledge on the utilization of Sukuk as a form of financing as well as investment instrument is still limited. 

(iii)
The existence of cost of Sukuk financing in Indonesia is not yet efficient. Therefore, the cost of financing is usually higher than government bonds.

(iv)
According to the investor’s point of view, Sukuk offers a competitive rate of return in comparison to the conventional instrument where it proven by its usual oversubscribed situation once the government initiates on issuing a Sukuk.

(v)
So far, the liquidity of Sukuk in Indonesia is not optimal enough. Firstly, the behavior of Sukuk holder in secondary market likes to hold Sukuk for longer period of time in which it influences the illiquidity in the secondary market. Secondly, there is lack of supply in Sukuk due to the high cost of financing of Sukuk in the market.   

(vi)
Retile is highly demanded by the domestic investors. This instrument successfully attracts and educates domestic investors on utilizing the shariah instrument. It also forms as one of the government tools to distribute the equality of income for Indonesian people.

(vii)
The sovereign Sukuk Al-Ijarah is the most convenient for the Indonesian economic development. It is shown from the increasing size and issuance each year since the government firstly enters the Sukuk market. This instrument is a promising and suitable tool for the Indonesian Economic Master plan (MP3EI) 2011-2025 due to its long term oriented financing. Further, from the issuer and investor point of view, this instrument is easily implemented because of its similarity to the conventional instrument.

(viii)
The application of sovereign Sukuk Al-Ijarah in Indonesia is not specified on only financing one project such as educational development project. Furthermore, the development of educational projects also plays a part in the Anggaran Pendapatan dan Belanja Negara (APBN). In addition, Sukuk Al-Ijarah is one of financing source used by the government to finance the APBN deficit.

(ix)
The insufficiency of available asset to be underlined is not supporting the high demand of Sukuk Al-Ijarah issuance. Firstly, the lack of knowledge on Sukuk Al-Ijarah mechanism among the majority of Indonesian people impacts the government’s inconveniency as an issuer on choosing state properties to be underlined. Secondly the inefficient time frame on processing asset to be underlined needs to be resolved in order to encourage the development of Sukuk in Indonesia. 

Following the findings and analysis above, the researcher finally attempts to describe the grounded theory by projecting new variables in order to accomplish this article.

Grounded Theory

The experiences and reflections of these interviewees revealed the dynamic process of application and development Sukuk in Indonesia. In order to accomplish this article, the researcher attempts to emerge the grounded theory, which is formed by projecting new variables from the empirical findings.

The underlying asset for education infrastructure development financing

The intention of the Indonesian government on issuing Sukuk is to finance the deficit of Anggaran Pendapatan dan Belanja Negara (APBN). In addition, all of the government projects including educational project including its educational project has been formulated each year and it's noted in APBN. In short, the government of Indonesia uses Sukuk collectively with government bond to finance the APBN. Therefore, until now the government has no experience utilizing Sukuk Al-Ijarah for specific projects financing. Nevertheless, the parliament immediately plans to launch the regulation governing sovereign sukuk for specific project financing.

The underlying asset is the important part on issuing Sukuk based on Ijarah scheme. The issuer sometimes had difficulty on providing a suitable asset to be underlined. The government normally uses the state property when they have a willingness to issue Sukuk Al-Ijarah for their financing. Based on experience, in regards to the high consideration on choosing and authorizing the state properties to be underlined in Indonesia, it commonly creates limitation on providing asset to be underlined when the issuance process occurred. 

Focusing on the development of education infrastructure in Indonesia, I recommend the government to collaborate with private institutions that have the intention in developing the educational business. The cooperation between private and public authority will expand the opportunity of utilization assets not only using state property but also asset from other parties. This strategy may cause the quick bureaucracy process on providing asset to be underlined.  

The utilization of Sukuk for-non-profit educational sector in Indonesia

The perception of government in regards to educational field in Indonesia is non-profit orientation. Until now, the government of Indonesia has no experience to put attention on developing the educational sector using Sukuk. Indeed, this regulation governing specific project financing is no yet legitimated by parliament of Indonesia. Therefore, it should be a breakthrough in order to boost the quality of human resource via education in Indonesia. Once again, the government should provide incentives to private institution in order to attract them to develop the education field using Sukuk.  

Analysis and Implication

The following part presents the data collected from the interviewees. The researcher has carried out interviews on 7 interviewees who are Indonesian professionals and have the expertise and in-depth understanding about sukuk in Indonesia, which focuses on sovereign Sukuk utilizing Al-Ijarah mechanism. As the interviewees represent his/her institution in expressing their view on the development as well as the application of sukuk in Indonesia, following abbreviation will be utilized: institution A (Debt Management Office), B (Central Bank of Republic of Indonesia), C (University of Indonesia), D (Trisakti University), E (Bank Mandiri Shariah), F (Bank Negara Indonesia Shari’ah), G (Takaful Keluarga). The result below is consolidated and each main topic is abridged and presented separately.
Regulation.

The objective behind this research is to know whether the regulation of sovereign Sukuk is well regulated.

The regulation of sovereign Sukuk began in 2008 when the parliament legitimates law 19/2008. Interviewee A stated that: 

“In 2008, the first sovereign sukuk has been issued after the Sukuk’s regulation was formed by the parliament namely law no.19/ 2008. In addition, we could not issue Sukuk before that moment”. 

The statement above illustrates that the government has been facilitating the legal form for facilitating Sukuk as an instrument of financing used for government projects, which is stated in APBN (state budget and expenditure). In addition, before that period only corporation had used these types of financing.  

Following the statement above, interviewee A also mentioned that:

“Further, after the Sukuk’s law was gazette, the ministry of finance was mandated to issue sovereign sukuk, which is usually, known as Sukuk Negara and SBSN (Surat Berharga Syariah Negara)”. 

The statement above illustrates that after the parliament legitimized law 19/2008, the government of republic of Indonesia immediately issued the first sovereign Sukuk Al-Ijarah in the market. This moment is the important time for Indonesia as a large Muslim country by population to attract Islamic investors as well as conventional investor to invest their funds in the Islamic financial system.

In addition to what he pointed out above, he also stated that:

“We have regulation/law governing sukuk issuance, the SPV establishment, and so on. For instance, if the government wants to issue the SBSN (Surat Berharga Syariah Negara) via book building, private placement, auction and retail scheme, there should be an appropriate regulation prepared beforehand.  Please visits our website www.dmo.or.id, to find the regulation related to Sukuk”.

The statement above gives the information that Sukuk’s regulation has been completely facilitating the needs of the government on issuing sovereign Sukuk. The investor can learn personally through this regulation by gaining available information in the websites of debt management. 

Before the parliament legitimates the Sukuk’s law, only corporation actively issued corporate sukuk in the market as an Islamic source of financing.  Interviewee C quoted that: 

“During this time there has never been any specific regulation for facilitating Sukuk. In this period of time, the regulation of Sukuk was the same as the regulation of free interest bonds. The government has issued lately because they had to wait until the regulation has been formed”. 

The statement above illustrates that the government is late into responding to the development of Islamic finance in Indonesia. It has been proven through the emergence of Sukuk law which existed six years after, that when the corporation initiated the issuing of Sukuk in Indonesia. During 2002 – 2008, the law treatment to Sukuk is same with those of conventional, which was a free interest bond. For sure it did not represent shariah as a foundation of regulation.  

Interviewee E stated that: “The development of Sukuk in the Indonesian financial market is very rapid because the government has already established the law no.19/2008 which governs the clear regulation of sukuk in Indonesia”.

The statement above illustrates that since the parliament legitimated law 19/2008, Sukuk has been well regulated. In general I could agree with this statement, but specifically, the government and the parliament still have to improve this regulation to facilitate the specific project financing utilizing sovereign Sukuk in Indonesia.  

Further, this law governs the entire process of sovereign Sukuk issuance. Some of interviewee assumes that this regulation is not perfect yet in encouraging the development of Indonesian sovereign Sukuk. 

Availability of Underlying Assets for Sovereign Sukuk Al-Ijarah The objective of this research is to know the availability of underlying assets for issuing sovereign sukuk ijarah.

The underlying asset is very important on issuance’s process of Sukuk Al-Ijarah. Therefore this research tries to find out the availability of underlying assets to be used and also to find out about the mechanism of proposing the underlying asset to be used.  

Interviewee A stated that:

“The underlying assets of government could be BMN (Barang Milik Negara)/ state property such as land and building as well as services such as al-khadamat. As mentioned before al-khadamat is services for accommodation, transportation, and consumption for Hajj participants. Further, underlying assets could also base on projects”.

According to the statement above which explains about the sovereign Sukuk Al-Ijarah in Indonesia utilizing 2 types of assets to be underlined which consist of state property and state project.

Interviewee A further stated that:  

“Our obstacles in regards with the underlying assets on sukuk ijarah in Indonesia occurred when we used state property as the underlying assets. For your information, we have to get permission from the parliament if we want to use it. The debt management office will ask the Ministry of Finance to provide assets. For your information, the Ministry of Finance has a division that has an ability to measure the entire state assets. Then, the measurement’s results are reported to our office, which is the debt management office”.

The statement above explained the process of utilizing state property to be an underlying asset as required in Sukuk Al-Ijarah. As we can see that the government needs time to issue Sukuk Al-Ijarah. The government therefore must get authorization from the parliament to use state property to be the underlying assets. In my opinion, the government should be able to make it faster on providing underlying assets. Actually if the government has assets property database on-line system which is updated, they can minimize time of issuance. It can effect on the achievement of liquidity in Sukuk market in Indonesia.    

Interviewee A further explained that:

“The debt management office avoids state assets that have symbol state impression’s assets, such as Gelora Bung Karno (sport hall), national defense assets and so on. The reason of the avoidance is due to fact that this kind of assets caused some difficult experience before. When we had discussion with the parliament about using Gelora Bung Karno as sukuk’s underlying assets, this information was leaked to the media. The Indonesian people had different perception on this. They regard it as a “sell of our nation”.  Therefore, we attempt to avoid those kinds of assets to be Sukuk’s underlying assets”
The statement above explained that Indonesian people need to learn more about Islamic industries especially Sukuk Al-Ijarah. We know that Indonesia is too late in discovering more about Islamic industries and also on addressing the development of Islamic industries in Indonesia. The government should create special program to encourage the understanding of Islamic business among Indonesian people. In the future the people will wisely understand how to argue the underlying asset on Sukuk Al-Ijarah scheme.

Interviewee B mentioned about the constraint as follows:

“The constraint of issuing Sukuk Al-Ijarah is the named assets belonging to one person or entity, which forms the basis of the contract.  Yes this is seen as a constraint due to limitless asset owned by the government, particularly those that were reported by the Ministry of Finance.  This lack of asset, which is usually utilized as the underlying asset of the Sukuk Al-Ijarah issuance formed as the current hindrance. Just yesterday I attended a seminar held by the DMO (Debt Management Office) of the Ministry of Finance, which clearly pointed out a message that we are now in a stage of limitless asset as an underlying asset for the issuance of Sukuk Al-Ijarah”

Recommendations
Through this research following recommendations had been proposed:

1. The government of Indonesia and the parliament should improve the Sukuk’s regulation in regards to govern the utilization of sovereign Sukuk for specific project financing. 

2. The government of Indonesia should be able to provide educative and comprehensive program on increasing the quality of knowledge among Indonesian people on Islamic instrument especially Sukuk instrument. 

3. The government should improve the liquidity level of Sukuk transaction to be optimal either in the premium market or secondary market. This would effect to the efficiency of cost of financing and also improving the attractive rate of return to the investors.

4. The government should be able to quickly create process on providing asset to be underlined for Sukuk Al-Ijarah issuance. Further, the government should create on-line database system consist of the types of assets, real time value of asset, and status of assets. By using technology, the time frame on issuing would be quicker.

5. Addressing un-equal qualified human resource between the big city and small city, the government should take this weakness as an opportunity by inviting Sukuk investors and issuer to develop more unto this area. Therefore the government should improve all factors to facilitate this project.

The recommendations of the article made to support the development of Islamic finance especially Sukuk industry in Indonesia

Future Research and Development

This research is made under the assumption of the present condition of acceptability of sukuk as a form of financing in area of education. It could see from following indicators, such as: (i) the regulation of Sukuk is well regulated, (ii) sukuk is convenient for development of economic and education program (iii) Sukuk is well known among Indonesian, (iv) Sukuk has competitive advantages in term of cost of financing, rate of return, and liquidity in the market and (v) Indonesian has well organize on providing assets to be underlined for Sukuk Al-Ijarah issuance. In the future, these may change. The research is formed from the analyses of the topics above through the issuer, investors, the central bank (banking regulator), and academician. In the end, this research contributes the grounded theory.

In regards to the future study, the researcher suggest to develop some study which emphasize on the development of sukuk regulation for specific project financing which includes in area of education, the behavior of Sukuk holder to encourage the liquidity in the market, and Sukuk pricing strategy.
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