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Abstract – The sharia cooperative formation assistance programme for the Indonesian migrant worker (TKI) community in Pulau 
Pinang, Malaysia, implemented by the Faculty of Economics and Business, Sultan Ageng Tirtayasa University, is a strategic 
international community service effort in providing sustainable solutions for economic management based on sharia principles. In 
three days, 50 participants who are MSME players from various sectors and are members of the Pertubuhan Masyarakat Indonesia 
di Pulau Pinang (PERMAI) participated in a series of intensive seminars and workshops on the main concepts of sharia cooperatives, 
such as profit-sharing systems (mudharabah), business cooperation (musyarakah), and efforts to avoid the practice of riba, gharar, 
and maysir. The participants were given an in-depth understanding of the practical steps of establishing a cooperative, from forming 
the establishment committee, drafting the articles of association, collecting initial capital, to opening an account at an Islamic bank. In 
addition, to strengthen the competitiveness of cooperatives in the digital era, participants were also introduced to the application of 
digital marketing strategies aimed at expanding the market network and increasing the visibility of Islamic cooperatives. While the 
programme succeeded in providing applicable insights and concrete steps in the establishment of cooperatives, the main challenges 
faced were limited understanding of Islamic financial terminology as well as limited access to Islamic financial services in Pulau Pinang. 
The programme proved to have a positive impact in improving the economic capacity of the community, with the hope of continued 
mentoring and ongoing collaboration with Islamic financial institutions in Malaysia, to ensure the sustainability and development of 
Islamic cooperatives as an inclusive economic model that can sustainably empower migrant workers. 
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I. INTRODUCTION 

Community service is one of the main pillars in the Tri Dharma of higher education. Through proactive interaction with the 
community, universities play a role in transferring knowledge and technology to improve the welfare of society. Sultan Ageng 
Tirtayasa University has carried out this role through various programmes such as seminars, workshops, training, and teaching 
activities that aim to empower the community and increase their capacity.[1], [2] 

Pertubuhan Masyarakat Indonesia di Pulau Pinang, Malaysia (PERMAI), is a non-political and non-governmental organisation 
that actively represents the Indonesian community in the region. As an official association, PERMAI serves to strengthen social 
and cultural relations among community members, which include migrant workers, traders, small entrepreneurs, lecturers, 
teachers, students, and students residing in Malaysia. The organisation also serves as a platform to strengthen solidarity and 
collaboration among the Indonesian community in Penang[3], [4]. 

In the midst of global economic challenges and technological developments, small businesses, including Indonesian workers, face 
pressure to increase capacity and competitiveness[5]. The need for effective economic services, improved product quality, and 
adaptation to modern technology are crucial issues that must be addressed. In addition, Indonesian workers need systematic 
support to manage their resources collectively to achieve better welfare.[6] 

As part of the effort to support economic sustainability and community empowerment, the Faculty of Economics and Business of 
Sultan Ageng Tirtayasa University conducted international community service activities in Penang, Malaysia. One of the 
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programmes carried out was assistance in establishing sharia cooperatives for Indonesian migrant workers (TKI). This programme 
is designed to provide practical solutions in managing economic resources collectively based on sharia principles, which is 
expected to improve the welfare of the migrant worker community in Pulau Pinang[7]. 

 

II. THEORY 

Sharia Cooperative  

According to Mohammad Hatta, a cooperative is a joint venture that aims to improve the economic fate of the community by 
promoting the principles of mutual assistance and family principles. In the context of sharia cooperatives, cooperatives carry out 
their activities by adhering to Islamic principles, which avoid the practices of usury (interest), gharar (uncertainty), and maysir 
(speculation). Islamic cooperatives have several key characteristics, including a profit-sharing system where profits are shared 
based on members' contributions and agreements, rather than through interest. In addition, Islamic cooperatives emphasise the 
importance of the family principle, which encourages cooperation and mutual assistance among members to achieve mutual 
prosperity. The operational foundation of these cooperatives adheres to the teachings of the Qur'an, Hadith, and Islamic principles 
such as mutual help (ta'awun) and mutual support (tafakul). Islamic cooperatives not only function as economic institutions, but 
also have a social mission to improve the welfare of its members and the wider community, while adhering to Islamic values in 
every aspect of its operations[5], [6], [8], [9]. 

Establishment of Islamic Cooperatives 

The procedure for establishing an Islamic cooperative begins with the formation of a preparatory committee that has a deep 
understanding of the principles of sharia and cooperatives. This committee is tasked with planning and strategising the 
establishment of the cooperative. After that, a co-operative establishment meeting is held attended by prospective members, where 
the meeting produces minutes that include the purpose of establishment, membership, and preliminary agreements. Next, the 
articles of association of the cooperative are drafted, including information on the name and purpose of the cooperative, 
membership criteria, management system and capital, as well as sharia principles that will guide the cooperative's operations. The 
initial capital collected from members is also an important step in the establishment of a cooperative, with a minimum capital 
requirement of IDR 15 million for primary cooperatives and IDR 50 million for secondary cooperatives[10], [11], [12]. 

After the articles of association are drafted, the co-operative can submit an application for establishment to a notary, attaching the 
minutes of the establishment meeting, attendance list of members, and photocopies of ID cards of all members. After obtaining 
an endorsement from a notary, the next step is to submit the endorsement of the cooperative's deed of establishment to the Ministry 
of Cooperatives and SMEs so that the cooperative is legally recognised. Finally, the co-operative must open an account at an 
Islamic bank for initial capital management and financial transactions, to ensure that all financial activities of the co-operative are 
in accordance with sharia principles[13]. 

Digital marketing of Islamic Cooperatives 

In facing the digital era, Islamic cooperatives must also be able to utilise digital marketing to introduce their products and services 
to the wider community. Digital marketing allows Islamic cooperatives to access a wider market and build closer relationships 
with their members. By utilising social media, websites, and other digital platforms, Islamic cooperatives can increase their 
visibility and interact directly with members and potential members. In addition, digital marketing can be an effective tool to 
promote the underlying sharia principles of the cooperative, such as the profit-sharing system and usury-free transactions, which 
are the main selling points of Islamic cooperatives in the eyes of consumers who care about Islamic values[14]. 

Some of the strategies that Islamic cooperatives can take to maximise digital marketing include building strong relationships with 
other MSME players, creating marketing content that is engaging and relevant to emerging trends, and collaborating with 
consumers through various activities such as sponsorship offers or becoming resource persons in seminars[15], [16], [17]. By 
paying attention to changes in consumer behaviour that increasingly prioritise convenience and efficiency, Islamic cooperatives 
can increase competitiveness and remain relevant in an increasingly competitive market. The implementation of digital marketing 
is expected to not only improve the performance of Islamic cooperatives, but also increase consumer awareness[18]. 
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III. RESEARCH METHODS 

The methodology of this international community service activity was designed with a participatory approach, involving active 
collaboration between the service team from the Faculty of Economics and Business, Sultan Ageng Tirtayasa University and 
Pertubuhan Masyarakat Indonesia di Pulau Pinang Malaysia (PERMAI). The activity was carried out for three days, with a focus 
on assisting the formation of sharia cooperatives for MSME players in the migrant worker community in Penang. The subjects of 
the activity consisted of MSME players who were part of the PERMAI community. 

Economic assistance is carried out through interactive seminars that discuss the formation and management of Islamic 
cooperatives as a means of sharia-based economic empowerment. The resource person provided material on the benefits of Islamic 
cooperatives, formation procedures, and management practices in accordance with Sharia principles. Data collection techniques 
in this activity include direct observation to observe the enthusiasm of participants, documentation of activities for evaluation, 
and collection of feedback through questionnaires and interviews. The implementation stage began with preparation, including 
preparation of materials and coordination with PERMAI, followed by the implementation of seminars and education, and ended 
with an evaluation to measure the success of the activity. The data obtained was analysed descriptively to provide an overview of 
the impact of the activities as well as recommendations for future community service programs[7], [19], [20]. 

 

IV. RESEARCH RESULTS AND DISCUSSION 

The sharia cooperative formation assistance activity in Pulau Pinang, Malaysia, took place over three days, involving 50 
participants from the migrant worker community who are members of PERMAI. The participants consisted of MSME players in 
various sectors, such as culinary, handicrafts, and services, who have an urgent need for collective and sharia-based economic 
management solutions. This activity not only provided theoretical insights but also facilitated practical steps to establish a sharia 
cooperative. 

Sharia Cooperative Education Seminar 

This seminar served as a foundation to provide participants with an in-depth understanding of the basic principles of Islamic 
cooperatives. The material covered key concepts such as mudharabah (profit-sharing system based on contributions) and 
musyarakah (business cooperation), which distinguish Islamic cooperatives from conventional ones. The discussion also 
highlighted the importance of avoiding riba, gharar, and maysir in cooperative operations. 

The enthusiasm of the participants was evident from the high intensity of questions during the Q&A session. Several participants 
asked specific questions, such as how to determine fair profit sharing between members, strategies to avoid financial conflicts, 
and ways to adapt sharia concepts in their small businesses. This reflects a strong interest in the direct application of sharia concepts 
in daily economic activities[21], [22]. 

 

 

 

 

 

 

 

 

 

 

 
Figure 1: Sharia Cooperative material presentation 
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Workshop and Co-operative Committee Formation 

This workshop became an important momentum in implementing theory into real practice. Participants agreed to form a 
cooperative establishment committee consisting of five members. This committee is tasked with arranging the initial steps, 
including the collection of capital, drafting the articles of association, and managing the legality of the cooperative. The name of 
the co-operative has also been determined, reflecting the identity of the community as well as the sharia values on which it is 
based[12]. 

The drafted articles of association cover aspects of membership, management system, capital management, and profit utilisation. 
The focus was on how the initial capital could be managed collectively to finance members' productive endeavours. The decision 
to open an account with an Islamic bank demonstrates the co-operative's commitment to adhere to Islamic principles in all its 
financial operations. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2: Islamic Cooperative Workshop 

 

Challenges Faced 

Although this activity went well, some challenges need further attention. One of the main challenges was the poor understanding 
of technical terminology in the Islamic financial system by some participants. For example, some participants admitted that they 
had difficulty understanding the difference between mudharabah and musyarakah contracts, as well as their implications in 
cooperative management. This suggests the need for more intensive follow-up mentoring to strengthen participants' understanding. 

In addition, limited access to sharia-based financial services in Pulau Pinang is a structural constraint. Not all participants have 
easy access to Islamic banks, which requires strategic cooperation between the newly formed cooperatives and Islamic financial 
institutions operating in the area. Differences in business scale and business needs among participants also pose a challenge in 
aligning co-operative objectives, requiring a flexible approach that is still based on sharia principles. 

Digital Marketing as Support for Islamic Cooperatives 

As part of the cooperative development strategy, digital marketing was introduced to increase the visibility and competitiveness 
of Islamic cooperatives. Participants were given insights on how to utilise social media, websites, and other digital platforms to 
expand their markets and attract consumers. Some participants, who had previously used social media to market individual 
products, were now encouraged to integrate their marketing strategies with co-operative activities[14], [18], [21], [22]. 

Digital marketing serves not only as a promotional tool, but also as a means to introduce sharia values to the wider community. 
Marketing content that highlights the advantages of profit-sharing systems and usury-free management is one way to attract 
consumers who care about Islamic values. By adopting digital marketing, Islamic cooperatives are expected to expand their market 
share while strengthening their identity as sharia-based economic entities. 
 
Activity Outcomes and Impacts 

This activity showed significant results in improving participants' understanding and engagement. The formation of a cooperative 
establishment committee was a concrete first step, marking the community's commitment to realising an Islamic cooperative. In 
addition, participants now have a clearer picture of how an Islamic cooperative can serve as a collective solution to the economic 
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challenges they face. 
However, the sustainability of this programme depends largely on the follow-up actions taken. Sultan Ageng Tirtayasa University's 
Faculty of Economics and Business is expected to continue supporting through additional training, regular monitoring, and 
cooperation with Islamic financial institutions in Malaysia. With a structured and sustainable approach, this pioneering sharia 
cooperative has the potential to become an effective, inclusive, and Islamic-compliant model of economic empowerment among 
the migrant worker community in Pulau Pinang. 

V. CONCLUSION 

The sharia cooperative formation assistance programme for the migrant worker community in Pulau Pinang, Malaysia, has had 
a significant impact in empowering MSMEs based on sharia principles. The programme not only increased the participants' 
understanding of the concept of sharia cooperatives, but also successfully facilitated the initial steps of establishing a real 
cooperative. The educational seminars and workshops provided an in-depth understanding of the principles of Islamic 
cooperatives, such as profit-sharing systems, avoidance of usury, gharar, and maysir, which form the basis of Islamic cooperative 
operations. Participants were also encouraged to formulate practical steps, including the formation of an establishment 
committee, the drafting of articles of association, and a cooperative management plan that promotes the principle of kinship. 

The high enthusiasm shown by the participants, who came from various business backgrounds, is an indicator of the real need 
for a collective economic management system that is in accordance with sharia values. However, the implementation of this 
activity also revealed a number of challenges, such as participants' limited understanding of Islamic financial terminology and 
differences in business needs that affect the alignment of cooperative objectives. In addition, constraints on access to Islamic 
financial services in Pulau Pinang point to the need for stronger institutional support to streamline co-operative operations. 

Integrating digital marketing as part of the sustainability strategy of Islamic cooperatives became one of the key points in this 
activity. Through the utilisation of social media, e-commerce platforms, and other digital marketing strategies, Islamic 
cooperatives are expected to expand their market reach, improve their competitiveness, and promote sharia principles more 
effectively. Participants who had previously only utilised social media individually now gained new insights into how 
cooperatives can become a more powerful collective tool to reach consumers. 

Overall, this activity showed a positive impact in providing understanding, skills, and concrete first steps to establishing an 
Islamic cooperative. However, to ensure the sustainability of the programme, follow-up training is needed in sharia financial 
management, cooperative legality, and digital marketing strategy development. Regular monitoring and evaluation programmes 
are also needed to monitor the progress of the cooperatives and provide solutions to challenges that arise in the future. 

The Faculty of Economics and Business at Sultan Ageng Tirtayasa University is expected to continue to collaborate with the 
migrant worker community in Pulau Pinang and Islamic financial institutions in Malaysia. This support will not only accelerate 
the legality and operation of the cooperative, but also strengthen Islamic cooperatives as an inclusive and sharia-based economic 
empowerment model. With this step, Islamic cooperatives can be a strategic solution to improve the welfare of migrant worker 
communities abroad, while promoting Islamic values in the context of the global economy. 
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