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 This study aims to examine the impact of murabahah financing on microenterprise 

growth by analyzing its contribution to capital structure strengthening. A qualitative 

research approach was employed to capture in-depth insights into the mechanisms 

through which murabahah financing influences business development. The study 

adopted a case study design, as it allows a comprehensive exploration of financing 

practices, institutional processes, and micro-level outcomes within a specific 

context. The research was conducted at an Islamic rural bank and its microenterprise 

clients in West Java, Indonesia, selected due to the region’s active implementation 

of murabahah financing and its dense microenterprise ecosystem. Data were 

collected from seventeen informants, consisting of twelve microenterprise owners 

and five institutional stakeholders, purposively selected based on their direct 

involvement in murabahah financing. The findings indicate that murabahah 

financing supports microenterprise growth primarily through the acquisition of 

productive assets, improved financial discipline, and restructuring of capital away 

from informal debt. Capital structure strengthening emerged as a key mechanism 

linking financing to sustainable growth. The study recommends that Islamic 

financial institutions emphasize asset productivity and capital structure 

enhancement in murabahah product design to promote long-term microenterprise 

resilience. 
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INTRODUCTION  

Microenterprises constitute a fundamental pillar of economic development in many developing 

and emerging economies, particularly in countries with large informal sectors. These enterprises play a 

critical role in employment creation, income distribution, and poverty alleviation (Abas, 2025). Despite 

their importance, microenterprises often face persistent structural constraints, the most prominent of 

which is limited access to adequate and sustainable financing (Xiao et al., 2023). Conventional financial 

institutions frequently perceive microenterprises as high-risk borrowers due to insufficient collateral, 

limited financial records, and unstable cash flows (Khomsah & Yusuf, 2025). As a result, alternative 

financing mechanisms rooted in ethical and inclusive financial principles have gained increasing 

attention, especially within the framework of Islamic finance (Suleiman, 2025). 

Murabahah financing has emerged as one of the most widely applied Islamic financing 

instruments for micro and small enterprises (Daulay et al., 2025). As a cost-plus sale contract, 

murabahah allows financial institutions to provide capital goods or productive assets while ensuring 

transparency, risk-sharing, and compliance with Sharia principles (AbdulBasith & Al-Fayoumi, 2025). 

Unlike interest-based lending, murabahah emphasizes asset-backed transactions and predetermined 

profit margins, offering greater certainty for both financiers and entrepreneurs (Efferi et al., 2025). This 

financing scheme has been extensively adopted by Islamic microfinance institutions, Islamic rural 
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banks, and cooperatives as a practical tool to support productive economic activities at the grassroots 

level (Putri et al., 2025). 

Recent empirical studies have explored the relationship between Islamic financing and business 

performance, with particular attention to profitability, income stability, and business sustainability. 

However, much of the existing literature tends to focus on macroeconomic impacts or on small and 

medium-sized enterprises, leaving microenterprises underexplored (Thalib, 2024). Moreover, prior 

research often measures business growth using output-based indicators such as revenue or profit, while 

overlooking the structural dimensions of growth, particularly capital structure strengthening (Fadillah 

et al., 2024). Capital structure is a critical determinant of enterprise resilience, as it influences liquidity 

management, investment capacity, and long-term growth potential (R. Siregar, 2025). 

The primary problem addressed in this research arises from the limited understanding of how 

murabahah financing contributes not only to short-term business expansion but also to the internal 

financial structure of microenterprises (Mutia et al., 2024). While murabahah is frequently promoted as 

an accessible financing solution, empirical evidence regarding its effectiveness in reinforcing capital 

composition and supporting sustainable growth remains fragmented and inconclusive (IBRAHIM & 

MUHAMMAD, 2023). In practice, many microenterprises experience growth stagnation despite 

receiving financing, suggesting that access to funds alone may not guarantee structural improvement or 

long-term viability (Nugroho, 2024). 

This condition highlights a clear research gap in the existing body of knowledge. Previous 

studies largely examine the impact of murabahah financing on business performance in a general sense, 

without sufficiently analyzing the mechanism through which murabahah influences capital formation, 

asset accumulation, and financial discipline within microenterprises (Yulianto & Siswati, 2023). 

Additionally, limited attention has been given to the interaction between murabahah financing 

characteristics such as payment structure, profit margin certainty, and asset orientation and the financial 

behavior of micro-entrepreneurs. This gap underscores the need for a more nuanced investigation that 

integrates financing instruments with internal business financial structures (Saifurrahman & Kassim, 

2023). 

The novelty of this study lies in its analytical focus on capital structure strengthening as a 

mediating dimension between murabahah financing and microenterprise growth. Rather than treating 

growth solely as an increase in income or scale, this research conceptualizes growth as a process that 

includes improvements in capital adequacy, asset ownership, and financial stability (Hajriyanti & 

Imilda, 2023). By positioning capital structure as a central analytical variable, this study offers a more 

comprehensive understanding of how Islamic financing instruments contribute to sustainable 

microenterprise development (Yasmin & Ayaz, 2023). This perspective has not been sufficiently 

addressed in prior empirical research, particularly within the context of Islamic microfinance (Nissa, 

2024). 

Based on this background, the central research questions guiding this study are formulated as 

follows: How does murabahah financing influence the growth of microenterprises? To what extent does 

murabahah financing contribute to strengthening the capital structure of microenterprises? How does 

capital structure strengthening mediate the relationship between murabahah financing and 

microenterprise growth? These questions aim to uncover both the direct and indirect effects of 

murabahah financing within the operational and financial dynamics of microenterprises (Nursyamsi et 

al., 2025). 

The primary objective of this research is to analyze the impact of murabahah financing on 

microenterprise growth by examining its role in reinforcing capital structure. Specifically, the study 

seeks to evaluate the effectiveness of murabahah financing in supporting asset accumulation, improving 

capital adequacy, and enhancing financial stability among microenterprises (Malik, 2024). 

Furthermore, the research aims to provide empirical evidence on the mechanisms through which Islamic 

financing instruments contribute to sustainable enterprise development at the micro level (Akbar et al., 

2025). 
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From a theoretical perspective, this study contributes to the literature on Islamic finance and 

microenterprise development by extending existing growth models to incorporate capital structure 

dynamics within Sharia-compliant financing frameworks (Hongju & Shaobin, 2025). The findings are 

expected to enrich academic discourse by bridging Islamic financial theory with enterprise financial 

management concepts (Firman & Binangkit, 2025). Academically, the study offers a refined analytical 

model that can serve as a reference for future empirical research in Islamic economics, microfinance, 

and development studies. It also provides methodological insights for scholars interested in measuring 

growth beyond conventional performance indicators (Al-Gburi et al., 2025). 

Practically, the results of this research are expected to benefit Islamic financial institutions, 

policymakers, and micro-entrepreneurs. For financial institutions, the findings can inform the design of 

murabahah products that are more responsive to the structural needs of microenterprises (Petrović & 

Lazarević, 2023). Policymakers may utilize the insights to formulate inclusive financial policies that 

promote sustainable microenterprise development through Islamic finance (Cahyadi et al., 2025). For 

micro-entrepreneurs, this study offers a clearer understanding of how murabahah financing can be 

strategically utilized to strengthen financial foundations and support long-term business growth 

(Munawarah et al., 2025). 

Despite its contributions, this study is subject to several limitations. The analysis is constrained 

by the availability of data and the scope of observed variables, which may not fully capture all external 

factors influencing microenterprise growth (Surbakti & Suparno, 2025). Additionally, the findings are 

context-specific and may not be directly generalizable to all regions or types of Islamic financial 

institutions. The cross-sectional nature of the data also limits the ability to capture long-term dynamic 

effects of murabahah financing (Gemilang & Hutagalung, 2025). 

Future research is therefore encouraged to employ longitudinal designs to observe the long-

term impact of murabahah financing on capital structure evolution and enterprise sustainability. 

Comparative studies across different Islamic financing instruments (Rahmawati et al., 2025), such as 

musharakah or mudarabah, may also provide deeper insights into the relative effectiveness of profit-

sharing versus trade-based financing (Hombert & Matray, 2023). Further exploration of behavioral and 

institutional factors influencing financing outcomes would enrich understanding and support the 

advancement of inclusive and sustainable Islamic financial systems (Ghalandarian & Honarvar, 2024). 

LITERATURE REVIEW 

The literature on Islamic finance and microenterprise development emphasizes the central role 

of Sharia-compliant financing in promoting inclusive economic growth and financial stability. 

Microenterprises, as the smallest productive economic units, are particularly sensitive to financing 

structures, as their survival and growth depend heavily on capital availability, asset accumulation, and 

financial discipline (Sanrego, 2023). Within Islamic finance, murabahah financing has become the most 

frequently applied instrument for supporting microenterprises due to its operational simplicity, 

predictable returns, and alignment with ethical business principles (Brears, 2023b). However, the 

academic debate continues regarding the extent to which murabahah financing contributes to 

sustainable growth, especially through the strengthening of internal capital structures rather than merely 

increasing short-term liquidity (Junaeni et al., 2023). 

The first theoretical foundation employed in this study is the Islamic Finance Theory, which 

was systematically popularized by Muhammad Umer Chapra in 1985 at King Abdulaziz University, 

Saudi Arabia (Tabarik & Alfarezel, 2025). Chapra conceptualized Islamic finance as a system designed 

to promote justice, efficiency, and social welfare through asset-backed financing and risk-sharing 

mechanisms (P. Siregar et al., 2024). According to Chapra, Islamic financial instruments should not 

only facilitate transactions but also enhance real economic activities and equitable wealth distribution. 

Murabahah financing, within this framework, functions as a trade-based contract that links financing 

directly to tangible assets, thereby reducing speculative behavior and promoting productive investment 

(Agustin et al., 2025). 

From Chapra’s theoretical perspective, murabahah financing contributes to enterprise growth 

by enabling entrepreneurs to acquire productive assets while maintaining financial discipline through 
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fixed repayment obligations. The conceptual framework emphasizes the alignment between financing 

structures and real-sector development (Nafi & Suwanan, 2024). In the context of microenterprises, this 

theory suggests that murabahah financing strengthens capital structure by converting financing into 

physical or productive capital rather than consumptive expenditure (Sochi & Saha, 2025). 

Contemporary developments of Islamic finance theory further emphasize sustainability, financial 

inclusion, and micro-level empowerment, reinforcing the relevance of murabahah as a development-

oriented instrument when properly structured and supervised (Selorina et al., 2024). 

The second theoretical foundation is the Pecking Order Theory of Capital Structure, introduced 

by Stewart C. Myers and Nicolas Majluf in 1984 at the Massachusetts Institute of Technology (MIT), 

United States (Bouaita & Bouaita, 2023). This theory explains how firms prioritize financing sources 

based on information asymmetry and cost considerations, preferring internal funds, followed by debt, 

and lastly equity (Naz et al., 2025). Although originally developed for large corporations, subsequent 

scholars have adapted this theory to small and microenterprise contexts, emphasizing its relevance in 

environments characterized by limited access to formal capital markets (Dodo et al., 2023). 

According to Myers and Majluf, enterprises with constrained internal capital rely heavily on 

external debt to finance growth. In microenterprise settings, murabahah financing represents a 

structured form of external financing that aligns with the debt preference described in the pecking order 

framework. However (Kunhibava et al., 2024), unlike conventional debt, murabahah embeds asset 

ownership and cost transparency, which may reduce information asymmetry between financier and 

entrepreneur. Recent developments in capital structure theory recognize the need to incorporate 

institutional and ethical dimensions, particularly in Islamic finance contexts, where financing decisions 

are guided not only by cost but also by Sharia compliance and social objectives (Okello et al., 2025). 

The third theoretical foundation utilized in this research is the Microenterprise Growth Theory, 

widely associated with David J. Storey in 1994 at the University of Warwick, United Kingdom. Storey 

conceptualized enterprise growth as a multidimensional process influenced by internal resources, 

managerial capacity, financial access, and external environmental factors (Wicaksono et al., 2024). He 

argued that financial resources alone do not guarantee growth unless they are effectively integrated into 

the enterprise’s internal structure and operational strategy. This perspective is particularly relevant for 

microenterprises, where weak capital structures often limit the productive use of financing (Hawariyuni 

& Suprayitno, 2023). 

Storey’s framework highlights the importance of capital composition and asset utilization in 

determining enterprise growth trajectories. Within this theoretical lens, murabahah financing can be 

interpreted as a catalyst for growth when it enhances asset ownership, improves liquidity management, 

and supports reinvestment capacity (Wardani, 2023). Contemporary extensions of microenterprise 

growth theory increasingly emphasize sustainability, resilience, and financial structure quality rather 

than scale expansion alone. This shift aligns closely with the present study’s focus on capital structure 

strengthening as a critical pathway through which murabahah financing influences growth (Ulianti & 

Nurmalia, 2025). 

The integration of these three theories provides a comprehensive conceptual foundation for 

analyzing the impact of murabahah financing on microenterprise growth. Islamic Finance Theory 

explains the ethical and structural rationale behind murabahah as an asset-based financing instrument. 

Pecking Order Theory elucidates how murabahah fits within microenterprises’ financing preferences 

and capital decision-making processes (Hasibuan et al., 2025). Microenterprise Growth Theory clarifies 

the conditions under which financing translates into sustainable growth through internal structural 

improvements. Together, these theories address the main research problem concerning the limited 

understanding of how murabahah financing strengthens microenterprise capital structures (Aljoburi et 

al., 2025). 

The theoretical framework also directly engages with the identified research gap. While prior 

studies often apply Islamic finance theory to assess compliance and performance, they rarely integrate 

capital structure theory to explain internal financial mechanisms (Nguyen, 2025). Similarly, growth 

studies frequently overlook the distinctive features of Islamic financing contracts. By combining these 
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theoretical perspectives, this research responds to the gap by offering an integrated explanation of how 

murabahah financing affects growth through capital structure reinforcement rather than through output 

expansion alone (Ganaie, 2025). 

Furthermore, the theoretical synthesis informs the formulation of the research questions by 

clarifying the causal pathways between financing instruments, capital structure, and growth outcomes. 

Islamic Finance Theory guides the examination of murabahah’s contractual features, Pecking Order 

Theory frames the role of murabahah within financing hierarchies, and Microenterprise Growth Theory 

supports the analysis of growth as a structural and sustainable process. This alignment ensures that the 

research questions are theoretically grounded and analytically coherent (Khotimah & Difri, 2025). 

In terms of research objectives and benefits, the selected theories provide strong justification 

for both theoretical and practical contributions. Theoretically, the study advances Islamic finance 

literature by embedding capital structure considerations into murabahah analysis (Habibulloh & 

Maulida, 2024). Academically, it contributes to interdisciplinary scholarship by bridging Islamic 

economics, corporate finance, and development studies. Practically, the theoretical insights support 

policymakers and Islamic financial institutions in designing murabahah products that promote structural 

financial strengthening rather than short-term expansion (Er-Riyad et al., 2025). 

In conclusion, the literature review demonstrates that Islamic Finance Theory, Pecking Order 

Theory, and Microenterprise Growth Theory collectively offer a robust framework for examining the 

impact of murabahah financing on microenterprise growth (Mahendra et al., 2023). The synthesis of 

these theories addresses the main research problem, responds to existing research gaps, and supports 

the study’s novelty by emphasizing capital structure strengthening as a key mechanism of growth 

(Brears, 2023a). This integrated theoretical foundation underpins the research formulation, objectives, 

and expected contributions, reinforcing the relevance and originality of the study within the field of 

Islamic economics and microenterprise development (Matondang et al., 2025). 

RESEARCH METHODS 

This study adopts a qualitative research methodology to explore the impact of murabahah 

financing on microenterprise growth by examining its contribution to capital structure strengthening. A 

qualitative approach is considered the most appropriate methodological choice because the research 

seeks to understand processes, meanings, and mechanisms underlying financial practices rather than to 

measure relationships through numerical indicators. Murabahah financing, as a Sharia-compliant 

contractual arrangement, involves not only financial transactions but also behavioral, institutional, and 

ethical dimensions that are best captured through in-depth qualitative inquiry. This approach enables 

the researcher to examine how micro-entrepreneurs perceive murabahah financing, how they utilize it 

in managing capital structures, and how it influences their business growth trajectories over time. 

The research design employed in this study is a qualitative case study design. This design allows 

for an intensive and holistic examination of murabahah financing practices within a specific institutional 

and socio-economic context. A case study design is particularly suitable for Islamic finance research 

because it facilitates an in-depth understanding of contractual implementation, institutional policies, 

and micro-level outcomes. By focusing on a bounded system, the researcher can capture complex 

interactions between financing schemes, capital structure decisions, and enterprise growth processes 

that are often overlooked in large-scale quantitative studies. The case study design also supports theory 

development by linking empirical findings with existing theoretical frameworks in Islamic finance, 

capital structure, and microenterprise growth. 

The research is conducted in an urban–peri-urban area where Islamic microfinance institutions 

actively provide murabahah financing to microenterprises. The selected research location is an Islamic 

rural bank and its surrounding microenterprise client network in West Java, Indonesia. This location is 

chosen due to its high concentration of microenterprises, the active role of Islamic financial institutions 

in supporting productive sectors, and the region’s strong integration of Islamic economic principles into 

local business practices. The selected institution has a long-standing track record in offering murabahah 

financing to micro-entrepreneurs across various sectors, including trade, services, and small-scale 

manufacturing, making it a relevant and information-rich setting for the study. 
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The selection of the research location is further justified by the accessibility of key informants, 

the availability of financing documentation, and the institutional willingness to support academic 

research. Additionally, West Java represents a dynamic microenterprise ecosystem where traditional 

business practices intersect with formal Islamic financial services. This context provides valuable 

insights into how murabahah financing operates in real economic settings and how it contributes to 

capital formation and business growth at the micro level. 

Given the qualitative nature of the study, the selection of research participants follows a 

purposive sampling strategy. This technique allows the researcher to intentionally select participants 

who possess direct experience and relevant knowledge related to murabahah financing and 

microenterprise management. The study involves two main categories of participants: microenterprise 

owners who receive murabahah financing and institutional stakeholders responsible for designing and 

implementing murabahah products. 

The microenterprise participants consist of twelve murabahah financing recipients who operate 

micro-scale businesses. To protect confidentiality, pseudonyms are used throughout the study. 

Participants include individuals such as “Mr. Ahmad,” a grocery store owner; “Ms. Siti,” a home-based 

food producer; “Mr. Yusuf,” a small retail trader; and “Ms. Lina,” a tailoring service provider. These 

participants are selected because they have received murabahah financing for at least one financing 

cycle and have utilized the funds for productive purposes. Their diverse business sectors provide a broad 

perspective on how murabahah financing influences capital structure across different types of 

microenterprises. 

The rationale for selecting these respondents lies in their direct involvement in capital 

utilization and financial decision-making within their enterprises. As business owners, they possess 

firsthand knowledge of how murabahah financing affects asset acquisition, working capital 

management, repayment discipline, and reinvestment capacity. Their experiences enable the researcher 

to examine not only financial outcomes but also behavioral changes associated with Sharia-compliant 

financing. 

In addition to microenterprise owners, the study includes five key informants from the Islamic 

financial institution. These informants are selected based on their institutional roles and responsibilities 

related to murabahah financing. They include “Mr. Hasan,” a financing manager; “Ms. Aisyah,” a 

murabahah product officer; “Mr. Rahman,” a risk assessment officer; “Ms. Nur,” a microfinance 

account officer; and “Dr. Fadli,” a Sharia supervisory board member. The inclusion of institutional 

informants allows the researcher to capture the supply-side perspective of murabahah financing, 

including policy objectives, risk management practices, and Sharia compliance considerations. 

The selection of these informants is justified by their strategic positions within the institution, 

which enable them to provide comprehensive insights into the design, implementation, and monitoring 

of murabahah financing. Their perspectives complement those of micro-entrepreneurs and help 

triangulate findings by linking institutional intentions with practical outcomes at the enterprise level. 

Data collection in this study relies on multiple qualitative techniques to ensure depth and 

credibility. Primary data are collected through semi-structured in-depth interviews, direct observation, 

and document analysis. Semi-structured interviews allow flexibility in exploring participants’ 

experiences while maintaining alignment with the research objectives. Interview guides are developed 

based on the theoretical framework and focus on themes such as financing motivation, capital structure 

changes, asset acquisition, repayment experiences, and perceived business growth. 

Observations are conducted at business premises and institutional offices to capture contextual 

information related to business operations, asset utilization, and financing interactions. Document 

analysis includes the review of murabahah contracts, financing guidelines, repayment records, and 

institutional reports. These documents provide valuable contextual data that support interview findings 

and enhance analytical rigor. 

The data analysis process follows a thematic analysis approach. Interview transcripts and field 

notes are systematically coded to identify recurring patterns and meaningful themes related to 
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murabahah financing, capital structure, and microenterprise growth. Initial coding is followed by axial 

coding to establish relationships between themes and theoretical constructs. The analysis is iterative, 

allowing continuous refinement of interpretations as new insights emerge. 

To ensure the trustworthiness of the findings, the study employs several strategies, including 

data triangulation, member checking, and prolonged engagement in the field. Triangulation is achieved 

by comparing data from different sources and participant groups. Member checking involves sharing 

preliminary interpretations with selected participants to verify accuracy and credibility. Prolonged 

engagement enhances contextual understanding and reduces the risk of superficial interpretations. 

The technique for drawing conclusions in this study is analytical generalization rather than 

statistical generalization. The findings are interpreted in relation to the theoretical framework, allowing 

the researcher to refine existing theories and propose conceptual insights applicable to similar contexts. 

Conclusions are drawn through a reflective process that integrates empirical evidence, theoretical 

perspectives, and contextual understanding. This approach ensures that the conclusions are logically 

grounded, theoretically meaningful, and relevant to both academic and practical audiences. 

In summary, the qualitative case study methodology employed in this research provides a robust 

framework for examining the impact of murabahah financing on microenterprise growth through capital 

structure strengthening. The purposive selection of participants, rigorous data collection techniques, 

and systematic analytical procedures ensure that the study meets international academic standards and 

contributes meaningful insights to the field of Islamic finance and microenterprise development. 

RESULTS AND DISCUSSION 

The findings of this study reveal that murabahah financing plays a substantial and 

multidimensional role in supporting microenterprise growth by strengthening internal capital structures 

rather than merely increasing short-term business turnover. This conclusion addresses the primary 

research problem identified at the outset of the study, namely the limited understanding of how 

murabahah financing contributes to sustainable microenterprise development beyond its function as a 

liquidity-providing instrument. While access to financing is often assumed to be synonymous with 

growth, the empirical evidence generated in this research demonstrates that the true impact of 

murabahah financing lies in its capacity to restructure internal financial foundations, enhance asset-

based capital formation, and promote disciplined financial behavior among micro-entrepreneurs. 

Table 1. Summary of Research Findings on the Impact of Murabahah Financing on 

Microenterprise Growth 

Key Analytical 

Dimension 
Empirical Findings Theoretical Linkage 

Implications for 

Microenterprise 

Growth 

Asset-Based 

Financing 

Murabahah financing enabled 

microenterprises to acquire 

productive assets such as 

inventory, equipment, and 

tools directly linked to 

business operations. 

Islamic Finance Theory 

(Chapra, 1985) emphasizes 

asset-backed financing and 

real-sector engagement. 

Strengthened 

productive capacity 

and reduced non-

productive use of 

funds. 

Capital 

Structure 

Strengthening 

Murabahah financing reduced 

reliance on informal debt and 

increased the proportion of 

structured, productive capital. 

Pecking Order Theory 

(Myers & Majluf, 1984) 

explains preference for 

structured external financing 

when internal funds are 

limited. 

Improved financial 

stability and healthier 

capital composition. 
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Key Analytical 

Dimension 
Empirical Findings Theoretical Linkage 

Implications for 

Microenterprise 

Growth 

Financial 

Discipline and 

Governance 

Fixed repayment schedules 

and transparent contracts 

improved cash flow planning 

and budgeting practices. 

Islamic Finance Theory and 

Microenterprise Growth 

Theory (Storey, 1994) 

highlight ethical discipline 

and internal management 

capacity. 

Enhanced financial 

management and 

reduced business 

vulnerability. 

Growth 

Mechanism 

Business growth occurred 

primarily through capital 

accumulation and asset 

utilization rather than short-

term revenue increases. 

Microenterprise Growth 

Theory (Storey, 1994) views 

growth as a 

multidimensional and 

structural process. 

Supported sustainable 

and resilient growth 

trajectories. 

Financing 

Behavior 

Micro-entrepreneurs 

prioritized internal funds but 

relied on murabahah when 

internal capital was 

insufficient. 

Pecking Order Theory 

(Myers & Majluf, 1984) 

describes hierarchical 

financing preferences. 

Murabahah served as a 

viable alternative to 

high-cost informal 

credit. 

Ethical and 

Social Impact 

Murabahah financing 

promoted fairness, 

transparency, and trust 

between institutions and 

micro-entrepreneurs. 

Islamic Finance Theory 

(Chapra, 1985) stresses 

justice and socio-economic 

welfare. 

Strengthened 

institutional trust and 

inclusive financial 

participation. 

Table 1 presents a synthesized overview of the research findings derived from the results and 

discussion. The table demonstrates that murabahah financing influences microenterprise growth 

through multiple interrelated dimensions, with capital structure strengthening emerging as the central 

mechanism. Each empirical finding is systematically linked to the three theoretical frameworks used in 

the study, namely Islamic Finance Theory, Pecking Order Theory, and Microenterprise Growth Theory. 

The table highlights that murabahah financing not only provides access to capital but also reshapes 

financial behavior, improves internal governance, and supports sustainable growth. These findings 

reinforce the study’s novelty by emphasizing structural financial improvement rather than short-term 

performance outcomes, thereby offering both theoretical and practical contributions to Islamic 

microfinance literature. 

The results indicate that murabahah financing facilitates the acquisition of productive assets 

that are directly linked to core business activities. Micro-entrepreneurs consistently reported that 

murabahah contracts enabled them to purchase inventory, machinery, tools, and other income-

generating assets that improved operational efficiency and business continuity. This asset-oriented 

utilization of financing differentiates murabahah from cash-based lending mechanisms, where funds are 

more susceptible to diversion for non-productive or consumptive purposes. As a result, murabahah 

financing functions not only as a source of capital but also as a mechanism that guides capital toward 

productive use, thereby reinforcing the internal structure of microenterprises. 

From the perspective of Islamic Finance Theory as articulated by Muhammad Umer Chapra, 

these findings strongly affirm the principle that Islamic financial instruments should be firmly anchored 

in real economic activity. Chapra emphasizes that finance should serve as a means to promote socio-

economic justice, productivity, and welfare by linking financial flows to tangible assets and value 

creation in the real sector. The implementation of murabahah financing observed in this study reflects 

this theoretical proposition, as financing was systematically tied to the procurement of real goods that 
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enhanced productive capacity. This alignment underscores the relevance of Islamic Finance Theory in 

explaining why murabahah financing produces more sustainable outcomes compared to financing 

models that prioritize monetary expansion without productive linkage. 

Moreover, the asset-based nature of murabahah financing was found to reduce the likelihood 

of fund misuse and to encourage disciplined capital utilization. Because murabahah contracts specify 

the underlying asset and its cost structure, micro-entrepreneurs are compelled to allocate financing 

toward clearly defined business needs. This contractual clarity fosters greater accountability and 

reduces moral hazard, particularly in microenterprise contexts where financial literacy and managerial 

capacity may be limited. Consequently, murabahah financing contributes not only to capital 

accumulation but also to improved financial governance, reinforcing its role as a structural growth 

mechanism rather than a short-term financial intervention. 

Another significant finding of the study is the contribution of murabahah financing to capital 

structure strengthening through the reduction of informal and high-cost debt. Many participants 

indicated that prior to accessing murabahah financing, they relied heavily on informal lenders, such as 

moneylenders or rotating savings groups, which often imposed unfavorable terms and high repayment 

burdens. This reliance weakened their capital structures by increasing financial vulnerability and 

limiting reinvestment capacity. The transition to murabahah financing enabled microenterprises to 

replace informal debt with structured, Sharia-compliant financing, thereby improving the composition 

and sustainability of their capital structures. 

This restructuring process directly addresses a critical research gap identified in previous 

studies, which tended to evaluate the impact of murabahah financing primarily through income growth 

or sales performance indicators. By focusing on changes in capital composition, this study demonstrates 

that growth outcomes cannot be fully understood without examining how financing alters internal 

financial structures. The findings suggest that murabahah financing contributes to growth by improving 

the quality and stability of capital rather than by simply increasing its quantity. This insight advances 

the literature by shifting analytical attention from output-based growth measures to structural financial 

dynamics. 

When examined through the lens of Pecking Order Theory developed by Stewart C. Myers and 

Nicolas Majluf, the findings further illuminate the financing behavior of microenterprises. The theory 

posits that firms prioritize internal funds over external financing and resort to external debt when 

internal resources are insufficient. Consistent with this framework, micro-entrepreneurs in the study 

demonstrated a clear hierarchy in financing decisions, relying first on retained earnings and savings 

before seeking external financing. Murabahah financing emerged as a preferred external option when 

internal capital constraints limited growth opportunities. 

Importantly, murabahah financing differs from conventional debt in ways that mitigate some 

of the challenges identified by Pecking Order Theory, particularly information asymmetry. Transparent 

pricing, asset identification, and predetermined profit margins reduced uncertainty and enhanced trust 

between financiers and entrepreneurs. This transparency facilitated more efficient financing decisions 

and reduced the perceived risk associated with external financing. The findings thus support 

contemporary extensions of Pecking Order Theory that recognize the influence of institutional 

arrangements and ethical considerations on financing hierarchies, especially in Islamic financial 

systems. 

The study also reveals that murabahah financing enhances repayment discipline and financial 

planning among microenterprises. Participants consistently reported that fixed repayment schedules and 

clearly defined contractual obligations encouraged more systematic cash flow management and 

budgeting practices. This behavioral shift reflects a strengthening of internal financial governance, 

which is a critical but often overlooked component of enterprise growth. Improved financial discipline 

enabled micro-entrepreneurs to anticipate obligations, allocate revenues more effectively, and reduce 

the likelihood of default or financial distress. 
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These behavioral changes are particularly significant because they demonstrate that the impact 

of murabahah financing extends beyond material capital to include human and organizational capital. 

By fostering financial discipline, murabahah financing contributes to the development of managerial 

capacity and financial awareness, which are essential for long-term business sustainability. This finding 

supports the study’s research questions regarding the mechanisms through which murabahah financing 

influences growth, confirming that growth is mediated by improved financial behavior and capital 

allocation rather than by financing volume alone. 

In relation to Microenterprise Growth Theory as proposed by David J. Storey, the findings 

reinforce the view that access to financing alone is insufficient to ensure sustainable growth. Storey 

emphasizes that growth is a multidimensional process influenced by internal resources, management 

practices, and structural conditions. The empirical evidence from this study confirms that growth 

occurred primarily when murabahah financing was utilized to enhance productive capacity and asset 

ownership. Microenterprises that invested murabahah funds in income-generating assets exhibited more 

stable and consistent growth trajectories than those that used financing primarily for short-term 

operational needs. 

This observation underscores the importance of aligning financing with long-term strategic 

objectives rather than immediate consumption or survival. It also highlights the role of capital structure 

as a foundational element of growth, supporting the study’s argument that sustainable microenterprise 

development depends on how financing is integrated into internal financial systems. By strengthening 

capital structure, murabahah financing creates conditions that enable microenterprises to withstand 

external shocks, adapt to market changes, and pursue gradual expansion. 

The study’s findings make a significant contribution by addressing the limited empirical 

exploration of capital structure as a mediating variable in Islamic microfinance research. While previous 

studies have documented positive relationships between murabahah financing and business 

performance, few have examined the internal mechanisms through which this relationship operates. By 

demonstrating that capital structure strengthening serves as a critical pathway linking murabahah 

financing to sustainable growth, this study offers a more nuanced and theoretically grounded 

explanation of Islamic microfinance outcomes. 

The integration of Islamic Finance Theory, Pecking Order Theory, and Microenterprise Growth 

Theory provides a comprehensive analytical framework that captures ethical, financial, and 

developmental dimensions of murabahah financing. This theoretical synthesis enables a deeper 

understanding of how murabahah financing influences microenterprise development at multiple levels, 

from asset acquisition and capital composition to financial behavior and growth trajectories. The 

findings thus provide empirical support for the study’s conceptual framework and validate its theoretical 

assumptions. 

The results directly respond to the formulated research questions by demonstrating that 

murabahah financing positively influences microenterprise growth through asset accumulation, capital 

restructuring, and enhanced financial discipline. The confirmation that capital structure strengthening 

mediates this relationship represents a key empirical contribution, as it clarifies the mechanisms 

underlying observed growth outcomes. These findings align closely with the study’s objectives, which 

sought to move beyond surface-level performance indicators and to uncover the structural processes 

through which murabahah financing contributes to sustainability. 

From the perspective of research objectives, the study successfully achieves its aim of 

examining the role of murabahah financing in reinforcing microenterprise capital structures. The 

findings indicate that murabahah financing supports long-term business viability by reducing reliance 

on informal credit, increasing asset ownership, and improving liquidity management. These outcomes 

reflect the core propositions of the three theoretical frameworks employed, demonstrating their 

relevance and applicability within Islamic microfinance contexts. 

The theoretical contributions of this study are evident in its extension of Islamic finance 

literature to include capital structure analysis as a central explanatory variable. By illustrating how 
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murabahah financing shapes internal financial dynamics, the study moves beyond discussions of Sharia 

compliance and ethical norms to address structural financial outcomes. Academically, this 

interdisciplinary approach bridges Islamic economics, corporate finance, and development studies, 

enriching scholarly discourse and providing a robust foundation for future research. 

Practically, the findings offer important implications for Islamic financial institutions and 

policymakers. The results suggest that murabahah products should be designed with greater emphasis 

on asset productivity, capital composition, and financial discipline rather than short-term financing 

targets. Policymakers can use these insights to promote Islamic microfinance models that prioritize 

sustainability and resilience. For micro-entrepreneurs, the study provides practical guidance on how 

murabahah financing can be strategically leveraged to strengthen business foundations and support 

long-term growth. 

The discussion of these findings in relation to previous research reveals both points of 

convergence and meaningful divergence, offering a nuanced contribution to the literature on Islamic 

microfinance and microenterprise development. In line with a substantial body of prior studies, the 

results confirm that murabahah financing positively influences business performance by improving 

access to capital and supporting operational continuity. Numerous empirical investigations have 

documented that murabahah financing enables micro-entrepreneurs to overcome liquidity constraints, 

stabilize cash flows, and expand business activities. These convergent findings reinforce the general 

consensus that murabahah is an effective and widely applicable Islamic financing instrument for micro 

and small enterprises, particularly in contexts where conventional credit access is limited. 

However, despite this convergence, the present study diverges from much of the existing 

literature in its analytical emphasis and explanatory focus. Earlier studies predominantly evaluated the 

success of murabahah financing using outcome-based indicators such as revenue growth, profit 

margins, or sales volume. While such indicators are important, they often provide only a partial and 

short-term view of enterprise performance. By contrast, this study shifts the analytical lens toward 

internal financial restructuring, specifically capital structure strengthening, as the primary mechanism 

through which murabahah financing contributes to sustainable growth. This divergence is significant, 

as it challenges the implicit assumption in earlier research that increased income automatically reflects 

improved financial resilience. 

The findings demonstrate that murabahah financing contributes to growth not merely by 

injecting funds into microenterprises, but by reshaping how capital is composed, allocated, and 

managed. This internal transformation includes increased asset ownership, reduced dependence on 

informal and high-cost borrowing, and improved alignment between financing and productive use. Such 

structural changes are often overlooked in previous studies, which tend to treat financing as an external 

input rather than as a factor that interacts dynamically with internal enterprise systems. By 

foregrounding capital structure, the present study addresses a critical gap in the literature and offers a 

more comprehensive explanation of growth processes in microenterprises. 

This contribution is particularly relevant in the context of Islamic microfinance, where the 

ethical and asset-based nature of financing instruments is intended to promote real economic activity 

rather than speculative or consumptive behavior. The emphasis on capital structure strengthening aligns 

closely with the normative objectives of Islamic finance, which prioritize long-term welfare, financial 

justice, and sustainability. Earlier studies that focused narrowly on profitability often failed to capture 

this broader developmental orientation. In this respect, the present study not only extends empirical 

knowledge but also reorients analytical priorities toward outcomes that are more consistent with Islamic 

economic principles. 

The discussion further illustrates that the findings are closely aligned with the study’s research 

formulation and objectives, while simultaneously extending and enriching existing theoretical 

frameworks. Islamic Finance Theory, as articulated by Muhammad Umer Chapra, is operationalized in 

this study through concrete asset-based financing outcomes. The findings show that murabahah 

financing effectively channels funds into productive assets, thereby reinforcing the linkage between 

financial transactions and the real sector. This operationalization moves beyond abstract discussions of 
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Sharia compliance by demonstrating how Islamic financial principles translate into tangible 

improvements in microenterprise financial structures. 

At the same time, the study contextualizes Pecking Order Theory within a Sharia-compliant 

financing environment. Traditionally, this theory explains firms’ financing preferences based on 

information asymmetry and cost considerations, with a clear hierarchy favoring internal funds over 

external debt. The findings indicate that microenterprises follow a similar hierarchy but adapt it to their 

institutional and ethical context. When internal funds are insufficient, murabahah financing emerges as 

a preferred form of external financing due to its transparency, predictability, and asset orientation. This 

adaptation suggests that Pecking Order Theory remains relevant in Islamic finance settings, but its 

application must account for contractual and normative differences between conventional and Sharia-

compliant financing. 

Furthermore, the study enriches Microenterprise Growth Theory by incorporating capital 

structure dynamics as a central determinant of growth. David J. Storey’s framework emphasizes that 

growth is a multidimensional process influenced by internal resources, managerial capacity, and 

strategic decision-making. The present findings extend this framework by demonstrating that the quality 

and composition of capital play a decisive role in determining whether financing leads to sustainable 

growth. Microenterprises that used murabahah financing to strengthen their capital structure exhibited 

more stable growth trajectories than those that focused solely on short-term operational gains. This 

insight underscores the importance of internal financial architecture in shaping growth outcomes. 

The integration of these three theoretical perspectives underscores the novelty of the study and 

its contribution to understanding the impacts of Islamic microfinance. Rather than applying each theory 

in isolation, the study demonstrates how they intersect and reinforce one another in explaining the 

relationship between murabahah financing, capital structure, and microenterprise growth. Islamic 

Finance Theory provides the normative and structural foundation, Pecking Order Theory explains 

financing behavior and preferences, and Microenterprise Growth Theory elucidates how internal 

resources translate into long-term development. This integrated approach offers a more holistic 

explanation than those found in earlier studies, which often relied on a single theoretical lens. 

The discussion also highlights how the findings respond directly to the main research problem 

and research questions. The central problem concerned the lack of empirical understanding regarding 

how murabahah financing contributes to sustainable microenterprise growth beyond short-term 

financial indicators. The results demonstrate that capital structure strengthening is the key mediating 

mechanism, thereby answering the research questions and validating the study’s conceptual framework. 

This alignment between theory, empirical findings, and research objectives enhances the internal 

coherence and scholarly rigor of the study. 

In relation to previous empirical findings, the discussion reveals both confirmation and 

advancement. Studies that reported positive effects of murabahah financing on income and profitability 

are supported, but their conclusions are extended by showing that these outcomes are more sustainable 

when accompanied by structural financial improvements. Conversely, studies that reported mixed or 

limited impacts of murabahah financing may have overlooked internal capital dynamics, leading to 

incomplete or ambiguous conclusions. By incorporating capital structure into the analysis, the present 

study offers a plausible explanation for these inconsistencies in earlier research. 

The practical implications of these findings further strengthen the study’s contribution. Islamic 

financial institutions are encouraged to design murabahah products that prioritize asset productivity and 

capital structure enhancement rather than focusing solely on financing disbursement targets. The 

findings suggest that financing effectiveness depends not only on access but also on guidance, 

monitoring, and alignment with productive investment. Policymakers can use these insights to promote 

Islamic microfinance frameworks that emphasize sustainability, resilience, and ethical development, 

thereby supporting inclusive economic growth. 

Academically, the study contributes to methodological and conceptual advancement by 

demonstrating the value of qualitative inquiry in uncovering internal financial mechanisms. While 
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quantitative studies are useful for identifying statistical relationships, they often lack the depth required 

to understand how and why financing instruments produce certain outcomes. The qualitative approach 

employed in this study provides rich insights into behavioral change, financial decision-making, and 

institutional interaction, complementing existing quantitative evidence and opening avenues for future 

mixed-methods research. 

In conclusion, the expanded discussion reinforces that murabahah financing significantly 

influences microenterprise growth through mechanisms that extend beyond immediate financial 

performance. By strengthening capital structures, enhancing financial discipline, and supporting 

productive investment, murabahah financing contributes to sustainable and resilient enterprise 

development. The integration of empirical findings with Islamic Finance Theory, Pecking Order 

Theory, and Microenterprise Growth Theory provides a robust and original explanation of these 

processes. By addressing key research gaps and reorienting analytical focus toward internal financial 

restructuring, the study offers meaningful theoretical, practical, and academic contributions. These 

contributions support the broader advancement of inclusive, ethical, and development-oriented 

financial systems grounded in Islamic economic principles. 

CONCLUSION 

This study concludes that murabahah financing plays a substantive and multidimensional role 

in fostering microenterprise growth by strengthening internal capital structures rather than merely 

providing short-term financial relief. Drawing from the findings and discussion, the research 

demonstrates that murabahah financing contributes to sustainable microenterprise development through 

its asset-based nature, structured repayment mechanisms, and ethical contractual principles. These 

characteristics collectively support productive investment, financial discipline, and long-term business 

resilience among micro-entrepreneurs. 

The findings confirm that murabahah financing effectively facilitates the acquisition of 

productive assets, which serves as a critical foundation for strengthening capital structure. 

Microenterprises that utilized murabahah financing for inventory expansion, equipment procurement, 

and operational assets experienced improved capital adequacy and enhanced control over business 

resources. This outcome indicates that murabahah financing supports capital formation by transforming 

financing into tangible economic value, thereby aligning financial activities with real-sector growth. 

Such alignment reinforces the central premise of Islamic finance that financing should be directly linked 

to productive economic activities. 

Furthermore, the study concludes that murabahah financing contributes to improved financial 

governance within microenterprises. The clarity of contract terms, fixed repayment schedules, and 

transparent cost structures encouraged micro-entrepreneurs to adopt more disciplined financial 

management practices. These behavioral changes were reflected in better cash flow planning, reduced 

dependence on informal lenders, and increased reinvestment capacity. As a result, murabahah financing 

not only strengthened capital structure in a technical sense but also enhanced financial awareness and 

responsibility at the enterprise level. 

Another key conclusion drawn from the results and discussion is that capital structure 

strengthening acts as a mediating mechanism between murabahah financing and microenterprise 

growth. Growth was not solely driven by increased access to funds but was primarily achieved when 

financing was strategically integrated into the enterprise’s internal financial structure. This finding 

addresses a critical gap in existing literature, which often equates financing access with growth 

outcomes without examining internal financial dynamics. By highlighting capital structure as a central 

pathway, this study offers a more comprehensive understanding of how murabahah financing supports 

sustainable growth. 

The study also concludes that murabahah financing aligns well with microenterprises’ 

financing preferences and constraints. In situations where internal capital is limited, murabahah 

financing provides a viable and structured alternative to informal credit. The replacement of high-cost, 

unregulated borrowing with Sharia-compliant financing improved the overall financial stability of 
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microenterprises. This transition not only reduced financial vulnerability but also enhanced trust and 

cooperation between micro-entrepreneurs and Islamic financial institutions. 

In addition, the conclusions affirm that murabahah financing supports microenterprise growth 

in a manner consistent with ethical and social objectives. By emphasizing fairness, transparency, and 

asset-backed transactions, murabahah financing contributes to inclusive economic development while 

minimizing exploitative financial practices. This ethical dimension reinforces the relevance of 

murabahah as a development-oriented financing instrument within Islamic microfinance systems. 

Overall, the conclusions drawn from this study underscore that murabahah financing should be 

understood as a strategic tool for capital structure enhancement rather than a short-term financing 

solution. Its effectiveness in promoting microenterprise growth depends on proper utilization, 

institutional support, and alignment with productive investment objectives. The study’s conclusions 

provide empirical support for the integration of Islamic finance principles with capital structure and 

growth frameworks, offering valuable insights for scholars, practitioners, and policymakers seeking to 

advance sustainable microenterprise development through Sharia-compliant financing mechanisms. 
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