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ABSTRACT 

 The measurement of MFI’s performance is important for both stakeholders and 
stockholders. In order to understand the management styles and performances of different 
MFIs, this paper assesses their performance by using the Balanced Scorecard (BSC) from 
four perspectives. The BSC provides the “balanced” and “integrative” financial and non 
financial perspectives of a MFI such as internal business processes, growth and learning, 
financial and customer perspectives which are extremely important to create sustainable 
operations. This research also proposed The BSC based Islamic MFIs’ Model’ which has five 
perspectives with adding a Social Perspective. The necessity of qard hassan from the MFI’s 
clients point of view and from the MFI’s institutions point of view was also presented as a 
Social Perspective for supporting and adding value of Islamic MFIs. 
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1. INTRODUCTION 
  
 Indonesia is the fourth largest country in the world in terms of population around 253 
million people, 88% of them are Muslims, making it the largest Muslim population country. 
Indonesian economy is dominated by micro, small, medium enterprises (MSME’s) with 99% 
of total business. Micro businesses themselves dominate 98.85% of total business with 
absorb 90.98% of the total labor force and their contribution to GDP. 

 The aim of this research is to explore and examine the different management styles 
and performance of Islamic and conventional MFIs. There are two objectives in this 
research, which will support the realization of these aims:   

i. To identify the different performance between Islamic MFIs and conventional MFIs.  
ii. To identify the characteristics of different types of MFIs management styles.  

  
 Islamic MFI is not solely for profit creation but it should be in line with the Maqasid al-
Shari’ah. Among the most complete studies on the topic, drafted a technical note in which 
they tried to analyze how to combine Islamic banking with microfinance with three main 
instruments (mudaraba, musharaka and murabaha) underlines how the prohibition of riba in 
Islamic finance does not constitute a barrier to marketing microfinance products; on the 
contrary, the side effects of an Islamic foundation could probably enhance it. 

 Islamic MFIs management should keep their alertness concerning fulfilling Shari’ah 
complaint requirements in their financial products and mechanisms. However, “Shari’ah 
compliance is indeed the differentiating factor between a conventional and Islamic MFIs. 
Islamic MFIs must not only conform to Shari’ah in all their products, processes and activities, 
but they should also be perceived to be so by their clientele”. 
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